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.  MONDAY,  JULY  25,  1921. 

United  States  Senate, 
Committee  on  Finance, 
,  Washington,  D.  C, 

The  committee  met,  pursuant  to  call  of  the  chairman,  in  room  312, 
enate  Office  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boies  Penrose 
residrng. 

Present:  Senators  Penrose  (chairman),  McCumber,  Smoot,  La  Fol- 
ette,  McLean,  Simmons,  Gerry,  Reed,  and  Walsh. 

Present  also:  Hon.  Thomas  Walker  Page,  chairman  United  States 
Pariff  Commission,  and  John  E.  Walker,  Esq.,  chief  of  the  legislative 
Iraf ting  serrice  of  the  Senate. 

The  Chairman.  The  committee  will  come  to  order.    The  committee 

iS  now  about  to  proceed  to  take  up  the  consideration  of  the  permanent 

tariflF  bill,  which  came  to  the  Senate  on  Friday  of  last  weelc,  and  the 

hairman,  after  consultation  with  the  members  of  the  committee^ 

immediately  issued  a  call  for  this  morning. 

After  informal  consultation  with  such  members  of  the  committee 
as^  were  available,  the  Chair  adopted  the  schedule  of  tariff  hearings, 
which  I  will  ask  to  have  inserted  in  the  minutes  for  the  information 
of  witnesses  and  the  public. 

•The  schedule  of  tariff  hearings  referred  to  by  the  chairman  and 
<lirected  by  him  to  be  inserted  in  the  record,  is  here  printed  in  full,, 
a>  follows:) 

tariff  hearinos. 

United  States  Senat*;, 
Committee  on  Finance, 

July  22,  1921, 

The  Committee  on  Finance  will  hold  public  hearings  relative  to  the  tariff  at  Waeh- 
iriirt<^»n.  D.  (\,  beginning  Monday,  July  25,  1921. 

It  \»  the  purpose  of  the  committee  to  hear  first  the  proponents  and  opponents  of  the* 
American  valuation  plan. 

The  committee  expects  first  to  hear  members  of  the  Tariff  Commission  and  certain 
fpef-ial  agents  of  the  New  York  customs  office  with  respect  to  this  plan  upon  Monday 
and  Tue«lay  next. 

The  committee  expects  to  close  the  hearings  upon  the  American  valuation  plan  by- 
Thursday  next  and  then  to  take  up  the  several  schedules  in  order. 

Notices  will  be  sent  to  all  applicants  for  hearings  as  early  as  possible,  advising  them, 
when  they  can  be  heard. 

In  order  to  avoid  duplication  of  arguments  and  suggestions  it  is  requested  that 
jjerattna  desiring  to  present  the  same  character  of  information  relative  to  any  tariff 
u«n  ame  upon  one  representative  to  present  their  views. 

The  hearings  wiU  be  conducted  in  room  312  of  the  Senate  Oflice  Building.  Sessions 
*ili  be  held  each  day  from  10.30  a.  m.  to  12  noon  and  from  2.30  p.  m.  to  5  p.  m. 

.  It  is  desired  that  witnesses  endeavor  to  prepare  their  statements  in  such  form  that 
Ut(-ir  presentation  will  not  require  more  tnan  30  minutes. 

I'ereons  wishing  to  be  heard  should,  if  possible,  apply  to  the  clerk  of  the  committee,. 
prior  to  the  date  set  for  the  hearings,  for  an  assignment  of  timr  .    In  making  such  appli- 
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MONDAY,  JITLY  25,  1921. 

United  States  Senate, 
Committee  on  Finance, 
,  WashingtoUj  D,  C, 

The  committee  met,  pursuant  to  call  of  the  chainnan,  in  room  312, 
H-nate  Office  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boies  Penrose 
>residing. 

Present :  Senators  Penrose  (chairman) ,  McCumber,  Smoot,  La  Fol- 
ette,  McLean,  Sinunons,  Gerry,  Reed,  and  Walsh. 

Present  also:  Hon.  Thomas  Walker  Page,  chairman  United  States 
Fariff  Commission,  and  John  E.  Walker,  Esq.,  chief  of  the  legislative 
irafting  service  of  the  Senate. 

The  Chairman.  The  committee  will  come  to  order.  The  committee 
is  now  about  to  proceed  to  take  up  the  consideration  of  the  permanent 
tjiriff  bill,  which  came  to  the  Senate  on  Friday  of  last  weeK,  and  the 
*  hairman,  after  consultation  with  the  members  of  the  committee, 
immediately  issued  a  call  for  this  morning. 

After  informal  consultation  with  such  members  of  the  committee 
A^  were  available,  the  Chair  adopted  the  schedule  of  tariff  hearings, 
which  I  will  ask  to  have  inserted  in  the  minutes  for  the  information 
«»f  witnesses  and  the  public. 

'The  schedule  of  tariff  hearings  referred  to  by  the  chairman  and 
directed  by  him  to  be  inserted  in  the  record,  is  nere  printed  in  full,, 
as  follows:; 

tariff  hearings. 

United  States  Senate, 
Committee  on  Finance, 

July  22,  192 J, 

The  rommittee  on  Finance  will  hold  public  hearings  relative  to  the  tariff  at  Wash- 
ii.LTon.  D.  r..  beginning  Monday.  July  25,  1921. 

It  IB  the  purpose  of  the  committee  to  hear  first  the  proponents  and  opponents  of  the- 
American  valuation  plan. 

The  committee  expects  first  to  hear  members  of  the  Tariff  Commission  and  certain 
'j*<ial  agents  of  the  New  York  customs  ofl^e  with  respect  to  this  plan  upon  Monday 
atid  Tuesday  next. 

Tlie  committee  expects  to  close  the  hearings  upon  the  American  valuation  plan  by- 
Thursday  next  and  then  to  take  up  the  several  schedules  in  order. 

Notices  will  be  sent  to  all  applicants  for  hearings  as  early  as  possible,  advising  them, 
when  they  can  be  heard. 

In  order  to  avoid  duplication  of  arguments  and  suggestions  it  is  requested  that 
^>eni»on8  deidring  to  present  the  same  character  of  information  relative  to  any  tariff 
itpm  9me  upon  one  representative  to  present  their  views. 

The  hearings  will  be  conducted  in  room  312  of  the  Senate  Office  Building.  Sessions 
Till  he  held  each  day  from  10.30  a.  m.  to  12  noon  and  from  2.30  p.  m.  to  5  p.  m. 

It  is  desired  that  witnesses  endeavor  to  prepare  their  statements  in  such  form  that 
their  presentation  will  not  require  more  tnan  30  minutes. 

Persons  wishing  to  be  heai'd  should,  if  possible,  apply  to  the  clerk  of  the  committee, 
pnor  to  the  date  set  for  the  hearings,  for  an  assignment  of  tinir  .    In  making  such  appli- 
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cation  the  following  information  should  be  ^ven:  Name,  business  address,  temporary 
address  in  Washington,  business  or  occupation,  the  person,  firm,  corporation,  or  aasa- 
ciation  represented,  and  the  item  and  paragraph  of  the  tariff  bill  (H.  R.  7456)  cx>s- 
ceming  which  testimony  will  be  given. 

All  briefs  and  other  papers  filed  with  the  committee  should  have  indorsed  on  them 
the  item  and  paragiupn  of  the  tariff  bill  (H.  R.  7456)  to  which  they  relate,  and  the 
name  and  address  of  tne  person  submitting  them,  his  business  or  occupation,  the  name 
of  the  person,  firm,  corporation,  or  <yf»>^y^^^<^Ti  whom  he  represents. 

BoiBB  Penrose.  Chairman, 

The  CHAiBiiiAN.  Owing  to  the  fact  that  the  valuation  is  the  basis  of 
all  competition,  it  was  thought  best  to  begin  with  the  consideration  of 
the  valuation  provision  of  tne  bill,  and  on  that  subject  it  was  deemed 
well  to  re()uest  the  presence  of  the  members  of  the  Tariff  Copunission 
and  certain  customs  officials  connected  with  the  administration  of  the 
customs  of  the  port  of  New  York. 

If  the  chairman  of  the  Tariff  Commission  is  present,  the  Ch&ir 
would  call  on  him. 

STATEMENT   OF  HOV.   THOMAS   WAIKEB  PAGE,   CHAIBMAH 
XJlf ITED  STATES  TARIFF  COMMISSION,  WASHINOTOV,  D.  C. 

The  Chairman.  Eandly  state  your  full  name  to  the  stenographer 
for  the  purpose  of  the  record. 

Commissioner  Page.  Thomas  Walker  Page. 

The  Chairman.  How  long  have  you  been  chairman  of  the  Tariff 
Commission  ? 

Commissioner  Page.  I  have  been  chairman,  Senator,  of  the  Tariff 
Commission  for  about  two  and  a  haK  years;  I  do  not  recollect  the 
exact  date  of  my  appointment. 

The  QsAiRMAN.  The  committee  desires  information  and  advice 
in  a  concise  and  brief  form  on  this  question  of  valuation.  It  is  need- 
less for  me  to  call  your  attention  to  the  fact  that  the  members  of  the 
committee,  and  I  particularly  as  chairman  of  the  committee,  am  in 
receipt  of  a  very  great  nimiber  of  letters  for  and  against  the  method 
of  valuation  adopted  in  the  House  bill,  and  before  arriving  at  a  con- 
clusion, and  understanding  that  the  bill  as  it  now  stands  isTai^eely  the 
result  of  your  conferences  with  members  of  the  committee,  the  com- 
mittee would  be  glad  to  hear  briefly  your  views  on  the  matter. 

Senator  Smoot.  May  I  ask  you  whether  the  views  you  are  going  to 
express  now  are  the  views  of  the  full  tariff  board,  or  is  there  a  division 
of  sentiment  among  the  members  of  that  board  ? 

Commissioner  Page.  Senator,  I  do  not  propose  to  express  opinions 
as  to  the  desirabiUty  of  the  American  valuation,  certainly  not  as 
representing  the  Tmff  Commission.  The  commission  has  never 
talcen  any  collective  expression  of  opinion  as  to  whether  this  is  a  good 
measure  or  not.  There  are  members  of  the  commission  who  cor- 
dially approve  of  it;  there  are  other  members  of  the  commission  who, 
to  judge  from  remarks  and  incidental  expressions,  I  venture  to  say, 
*would  certainly  reserve  their  opinion  as  to  whether  it  is  desirable  or 
not.  We  have  not  looked  upon  it  as  one  of  the  duties  of  the  Tariff 
Commission  to  make  up  its  mind,  certainly  not  to  give  expression  to 
anj  concensus  of  opinion  as  coming  from  the  commission,  to  either 
this  committee  or  tne  Committee  on  Ways  and  Means,  as  to  whether 
at  the  present  time  the  adoption  of  this  measure  is  desirable  or  not. 
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The  Tariff  Commission  has  attempted  throughout  its  career  to 
confine  itself  to  facts  as  far  as  possible,  and  to  present  to  Congress 
only  those  facts  that  the  Tariff  Commission  believes  to  be  correctly 
ascertaiaed. 

The  Chairman.  You  desire  to  accentuate  to  the  committee,  as  I 
understand  it,  that  you  are  appearing  individually  before  this  com- 
mittee, not  for  the  Tariff  Commission  as  a  body;  is  that  it? 

Commissioner  Page.  Mr.  Chairman,  I  am  nere  at  the  request  of 
the  committee  to  reply  to  any  questions  that  the  committee  may  see 
fit  to  ask  me. 

The  Chairman.  That  is  the  better  way  of  putting  it. 

Commissioner  Page.  And  we  have  no  expression  of  opinion  by 
the  commission  to  give  to  you. 

I  may  say  that  there  are  certain  members  of  the  commission  that 
are  cordially  in  favor  of  this  measure.  The  two  new  members  that 
hi.ve  been  added  to  the  commission  within  the  last  two  months  have 
long  been  advocates  of  the  system  of  American  valuation.  They 
have  spoken  for  it  and  have  written  for  it  for  years  before  they 
became  members  of  the  Tariff  Commission. 

The  Chairman.  You  refer  to  Mr.  Burgess  and  who  else? 

Commissioner  Page,  And  Mr.  Marvm.  Those  gentlemen,  long 
before  they  became  members  of  the  Tariff  Commission,  were  in  favor 
of  this  measure  and  they  expressed  themselves  accordingly. 

The  Chairman.  How  are  the  other  members  ? 

Commissioner  Page.  The  other  members  have  not  given  any 
formal  or  official  expression  of  opinion. 

If  you  wish  to  know  the  opinions  merely  of  the  members  of  the 
Tariff  Commission,  of  course,  as  individuals  we  are  perfectly  willing 
to  express  those  opinions.  But  I  can  not  commit  the  Tariff  Com- 
mission one  way  or  the  other  as  to  its  advocacy  or  its  opposition  to 
the  American  valuation.  I  have  not  looked  upon  it  as  being  a  part 
of  the  duty  of  the  Tariff  Commission  to  express  opinions  or  to  give 
views  to  either  House  of  Congress  on  a  matter  of  tnis  kind. 

The  Chairman.  You  are  right. 

Commissioner  Page.  We  are  not  a  body  authorized  by  law  to  give 
advice  or  to  suggest  policies,  but  merely  to  furnish  information  where 
information  is  ootainable. 

We  have,  as  you  gentlemen  doubtless  know,  already  made  a  report 
on  the  subject  "of  .Mierican  valuation,  in  which  we  nave  assemoled 
such  information  as  was  at  that  time  available.  The  truth  is  that 
information  in  regard  to  this  matter  is  obtainable  in  meager  quan- 
tities, for  the  reason  that  it  is  a  comparatively  new  proposition  not 
only  for  this  countrv  but  for  other  countries.  It  is  true  that  there 
are  some  countries  that  for  years  have  had  a  practice  of  appraising 
?oods  for  duty  at  their  landed  value  or  supposed  selling  value  in  the 
country  to  wnich  they  were  imported.  Sucn  a  country,  for  example, 
is  Holland,  the  Netherlands,  where  goods  are  appraised  for  duty,  as  I 
remember,  at  the  value  of  those  goods  in  Holland.  But  in  Holland 
the  duties  are  low;  the  Dutch  tariff  is  for  the  most  part  a  revenue 
tariff;  it  is  not  a  protective  tariff  in  the  sense  that  we  use  the  word 
"protective,"  ana  they  can  afford  to  be  much  more  liberal  in  their 
appraisements  and  in  their  interpretations  of  the  purposes  of  their 
tariff  than  could  a  country  like  ours  where  the  tariff  is  a  much  more 
important  measure  in  regulating  our  trade  with  foreign  countries. 
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In  some  other  countries,  likewise,  they  have  a  nominal  system  of 
home  valuation,  but  it  is  frequently  accompanied  by  a  system  of  pro- 
claimed values.  That  might  be  illustrated  by  the  well-lcnown  export 
duty  on  hides  from  India.  The  Government  puts  the  duty  at  15  per 
cent  on  hides  for  export,  but  the  Government  proclaims  what  tho 
value  of  the  hides  that  are  exported  is  per  pound.  That  really  re- 
duces this  ad  valorem  duty  practically  to  a  specific  dut}-. 
Senator  Reed.  But  does  it  lower  the  duty  i 

Commissioner  Page.  They  can  proclaim,  of  course,  any  value  that 
they  like  for  hides.     In  general  they  attempt  in  this  proclamation  to 
reach  a  sort  of  crude  approximation  to  what  the  hides  would  be  likely  \ 
to  sell  for  in  India  at  the  time. 

So  likewise  in  certain  South  American  countries,  where  thev  have 
a  combined  sustem  of  proclaimed  values  and  specific  duties  anci  some- 
times genuine  ad  valorem  duties,  the  proclaimed  value  in  a  general 
way  they  attempt  to  make  crudely  approximate  to  what  the  sellinjr 
price  of  the  goods  would  be. 

Senator  Reed.  What  has  been  the  custom  here  then  as  to  accept- 
ing those  proclaimed  values  as  the  value  upon  which  tariffs  should 
be  levied  in  this  country  ( 

Commissioner  Page.  We  have  never  tried  that,  Senator,  and  wo 
have  therefore  no  experience  and  no  customs  connected  with  it. 

Senator  Reed.  Do  you  know  what  is  done  actually  in  the  collec- 
tion of  tariffs  on  these  articles  ? 

Commissioner  Page.  You  mean  in  the  South  American  countrit*^  ( 
Senator  Reed.  No;  in  our  own  country  when  the  goods  are  im- 
ported here. 

Commissioner  Page.  I  am  speaking  of  the  duties  imposed  by  ihos** 
countries  on  goods  they  import,  not  on  goods  we  import  from  them, 
but  on  goods  they  import. 

Senator  Reed.  Are  these  facts  that  you  are  referring  to  set  forth  in 
your  report  ? 

Commissioner  Page.  They  are   set  forth  in  our  report. 
Senator  Reed.  What  report  is  that '( 

Commissioner  Page.  That  is  the  report  of  the  United  States  Tariff 
Commission  on  American  valuation. 

The  Chairman.  I  have  got  it  here  and  have  sent  for  other  copies. 
Senator  ? 

Senator  Reed.  That  was  printed  in  1921  ? 

Commissioner  Page.  It  was  printed  March  26,  1921.  Our  own  ex- 
perience, Mr.  Chairman,  in  regard  to  home  valuation  was  too  brief 
and  too  remote  to  be  significant  at  the  present  time.  You  gentlemen 
will  remember  that  in  the  tariff  that  went  into  operation,  as  I  remem- 
ber it,  in  1842,  there  was  a  provision  for  home  valuation,  but  the 
regulations  under  which  that  method  of  appraisement  was  to  be  at- 
tempted appear  to  have  been  so  confusing,  so  conflicting,  and  so  com- 
plicated, tnat  the  provision  was  repealed  after  two  months.  It  was 
altogether  unsatisfactory. 

I  repeat  that  that  experience  was  too  brief  and  too  remote  to  serve 
us  as  any  indication  oi  the  possibility  or  the  expe<liency  of  such  a 
measure  at  the  present  time. 

One  of  the  usual  objections  that  have  been  made  to  the  Tariff 
Commission  to  the  plan  for  American  valuation  is  its  great  uncer- 
tainty.   The  difficulty  of  appraising  the  market  value  of  imported 
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;|;oods  is  greatly  exaggerated  by  some^  and  in  my  jud^ent  it  is  not 

giy^n  sufficient  importance  by  others.    It  is  as  easy,  m  my  opinion, 

to  appraise  the  great  bulk  of  staple  commodities  that  come  to  this 

country  at  their  American  market  value  as  it  is  to  appraise  them  at 

I  their  foreign  value:  in  fact,  the  experience  of  many  generations  has 

indicated  that  we  can,  so  far  as  the  great  bulk  of  our  trade  is  con- 

eemed  that  is  covered  by  ad  valorem  duties,  get  the  foreign  value 

with  satisfactory  approximacy  at  least.    But  the  specialties  and  the 

I  novelties  and  the  new  designs  and  the  new  goods  it  is  difficult  to 

appraise  abroad,  and  it  is  just  those  things  that  it  would  be  difficult 

to  appraise  so  far  as  American  value  is  concerned. 

Senator  Reed.  The  same  difficulty  exists  in  both  cases,  then  ? 

Commissioner  Page.  The  difficulty  is  of  eqiial  degree;  not   the 

same  difficulty,  but  an  equally  great  difficulty.    The  difficulties  that 

we  now  experience  in  getting  foreign  values  would  be  repeated  in 

different  form  in  getting  the  American  value  of  the  same  sort  of 

things  when  they  come  to  this  country. 

On  the  whole,  it  is  maintained  by  the  customs  officials,  and  it  is 
generally,  I  believe,  maintained  by  all  who  look  upon  the  protective 

Colicy  of  this  country  as  having  been  successful  in  the  past,  that  we 
are  been  successful  in  the  appraisement  of  foreign  values  so  far  as 
the  great  purpose  of  the  American  protective  policy  is  concerned. 

Senator  Smoot.  You  do  not  mean  by  that  tnat  there  has  been  no 
undenaluation  ? 

Commissioner  Page.  Far  from  it,  Senator  Smoot;  there  has  been 
undervaluation;  the  degree  of  it  is  unknown  and  the  amount  of  it  is 
nnbown.  We  frequently  have  detected  cases  of  it.  So  far  as  the 
ttnount  of  undervaluation  may  be  compared  with  the  amount  of 
pH>ds  that  are  appraised  at  their  real  value,  it  is  impossible  to  say 
jiLst  how  much  undervaluation  there  has  been.  But  on  the  whole  it 
spears  not  to  have  affected  the  purpose  for  which  the  protective 
tariff  was  designed. 

!  Vnaior  SiNfMONS.  Mr.  Page,  will  you  tell  me,  if  you  know,  to 
■  vhat  extent  we  have  accepted  the  valuation  placed  on  imports  into 
'    this  country  by  the  exporter? 

<'«»ramissioner  Page.  It  is  impossible  to  answer  that  question, 
Senator  Sinmions.  I  will  say  that — so  far  as  the  great  staples  of 
n»minoroo  are  concerned,  those  that  constitute  the  overwhelming 
bulk  of  our  trade — values  have,  except  in  periods  like  that  througn 
which  we  have  recently  passed,  been  lairly  stable  and  l)oen  known  all 
over  the  world. 

■Senator  Simmons.  The  rule  has  been,  then,  that  we  have  accepted 
for  the  purpose  of  imposing  our  duties  the  foreign  values,  or  the 
valuation  placed  upon  the  goods  by  the  exporter  ? 
Commissioner  Page.  Not  unchecked. 

Senator  Simmons.  Not  unchecked,  of  course.     But  with  reference 
to  that,  is  not  this  true:  The  foreign  exporter  recognizes  the  fact 
that  if  he  places  an  undervaluation  he  is  liable  to  be  checked  up  ? 
Commissioner  Page.  Yes. 

Senator  Simmons.  And  that  in  that  process  he  may  have  to  pay 
upon  a  higher  valuation  than  the  real  foreign  value,  and  therefore 
does  not  that  check  operate  upon  him  to  secure  a  fair  and  reasonable 
valuation  upon  the  basis  of  the  foreign  market  ? 
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Commissioner  Paoic.  Undoubtedly  it  does,  so  far  as  the  greater 
part  of  our  trade  is  concerned.  At  the  same  time  there  have  been 
cases  where  men  have  attempted  to  evade  the  law  by  undervaluation 
and  in  some  cases  they  have  been  detected. 

Senator  Simmons.  Undoubtedly  that  is  so. 

Commissioner  Page.  But  it  is  possible  that  they  have  not  all  been 
detected. 

Senator  Simmons.  Undoubtedly  they  have  not  all  been  detected^ 
but  has  not  that  been  the  exception  ? 

Commissioner  Page.  Of  course,  no  one  can  speak  accurately  with 
regard  to  a  matter  of  that  kind  where  you  are  dealing  with  the 
amount  of  evasion.  If  the  evasion  has  been  successful,  of  course,  'we 
do  not  know  about  it.  But  in  my  opinion.  Senator — ^it  is  only  an 
opinion,  however — there  has  been  relatively  little  of  that  done;  that 
is,  I  believe  that  the  amount  of  undervaluation  has  been,  as  compared 
with  the  amoimt  of  goods  that  have  paid  full  duty  on  full  value, 
very  small. 

Senator  Reed.  That  is  what  I  thought. 

Commissioner  Page.  It  has  been  variously  estimated  from  a 
fraction  of  1  per  cent  to  as  high  as  10  per  cent.  I  have  seen  some 
estimates  that  put  the  amoimt  of  undervaluation  at  more  than  10 
per  cent,  but  it  is  all  a  matter  of  estimate,  and  the  estimates  usually 
vary  with  the  nature  and  sometimes  with  the  business  of  the  man 
who  makes  the  estimates. 

Senator  Walsh.  That  bears  out  the  Senator's  inquiry  ? 

Commissioner  Page.  If  I  interpret  the  Senator's  question  cor- 
rectly, yes. 

Senator  Smoot.  But  generally  there  are  certain  lines  of  goods  that 
undervaluation  has  alwavs  been  claimed,  and  no  doubt  a  great  deal 
of  the  importations  has  been  on  a  basis  of  undervaluation. 

Commissioner  Page.  It  is  commonly  believed,  Senator  Smoot,  that 
imdervaluation  has  been  more  in  some  lines  of  goods  than  in  other 
lines  of  goods. 

Senator  Reed.  Do  you  think,  taking  it  on  the  average,  that  1  per 
cent  or  one-half  of  1  per  cent  is  the  best  estimate  that  can  be  made  i 

Commissioner  Page.  I  could  hardly  saj  that.  Senator;  and  I 
would  hesitate  to  commit  rnyself  to  an  opimon  as  to  what  the  degree 
or  the  ratio  of  undervaluation  to  full  valuation  would  be.  I  merely 
state  that  these  estimates  have  varied  between  the  fraction  of  1 
per  cent  and,  as  high  as  I  can  remember,  10  per  cent.  I  do  not  think 
that  I  have  ever  seen  an  estimate  that  puts  the  amount  of  under- 
valuation at  more  than  10  per  cent.  I  have  no  opinion  that  is  worth 
expressing  on  that,  because  it  is  a  matter  about  which  information 
can  not  be  obtained. 

Senator  Reed.  Of  course. 

Commissioner  Page.  If  information  could  be  obtained,  there  would 
be  no  imdervaluation  whatsoever.  There  have  been  notorious  cases 
of  attempted  undervaluation,  and  in  some  of  these  cases  the  Govern- 
ment has  successfully  brough  suit  and  has  visited  the  offenders  with 
the  penalties  provided  by  law.  There  have  been  other  cases  where 
the  Grovemment  has  brought  suit  and  has  not  won;  the  importer 
or  the  accused  person  has  oeen  able  to  show  that  the  Government 
was  mistaken  in  its  suspicions.    As  a  rule,  the  Government,  is  rather 
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careful  before  bringing  suit  for  undervaluation  to  make  sure  that  it 
has  a  case.  So  that  it  is  quite  possible  that  cases  of  undervaluation 
get  by  without  the  knowledge  oi  the  Government  officials. 

Senator  Reed.  And  that  might  occur  under  the  American  valua- 
tion! 

Conupissioner  Paoe.  I  will  say  this.  Mr.  Chairman,  that  any  tax 
of  any  kind  that  is  based  on  value  is  oased  on  an  unstable  and  an 
insecure  basis. 

The  Chairman.  It  is  the  same  rule  as  applies  to  real  estate  or 
anything  else,  low  in  some  cases  and  high  in  others  ? 

Conmiissioner  Page.  Perhaps  in  the  case  of  commodities  that 

appear  in  trade  it  is  even  more  unstable,  for  the  reason  that  those 

values  fluctuate  much  more  rapidly  than  does  the  value  of  real  estate. 

It  is  notorious  that  in  giving  the  value  of  his  property  for  taxation, 

the  average  taxpayer  is  tempted  to  put  the  value  as  low  as  possible. 

The  supreme  court  of  a  certain  one  of  our  western  States  on  one 

occasion,  m  connection  with  a  witness  who  was  being  heard  in  another 

case,  when  his  veracity  was  attacked  on  the  ground  that  he  had  made 

a  fidse  declaration  of  his  property  for  taxation,  maintained  that 

perjury  in  regard  to  the  assessment  of  property  for  taxation  does  not 

necessarily  impair  the  creditability  of  a  witness  under  oath  in  other 

matters.     [Laughter.] 

That  bein?  the  case  with  regard  to  the  American  valuation  of 
property  in  fliis  country  for  domestic  taxes,  it  might  be  thought  to 
apply  to  the  creditability  of  men  who  make  assertions  or  wha  sign 
invoices  with  regard  to  the  value  of  commercial  commodities  that 
they  bring  in. 

The  CaAiRMAN.  Is  it  not  true  that  the  undervaluation  is  most 
common  in  articles  of  higher  value  and  largely  noncompetitive  com- 
modities ? 

Commissioner  Page.  Not  necessarily,  Senator.  I  think,  perhaps, 
undervaluation  would  be  rather  more  likely  to  succeed  in  the  cases 
of  soods  that  are  noncompetitive,  for  the  reason  that  there  would  be 
little  inducement  on  the  part  of  any  interest  in  this  country  to  detect 
such  an  undervaluation.  But  many  articles  of  high  value  have  a 
more  stable  value  than  some  articles  whose  intrinsic  value  is  lower; 
that  is,  the  uncertainty  and  the  fluctuations  in  value  do  not  occur  in 
proportion  to  the  amount  of  value  of  the  article  involved. 

Senator  Reed.  I  do  not  want  to  interrupt  you,  but  I  would  like  to 
ask  this  question,  whether  it  is  not  true  that  goods  imported  from 
foreign  countries  are  ordinarily  bought  in  what  may  be  called  the 
open  market  in  the  foreim  coimtry ;  that  is  a  fact,  is  it  not  ? 

Commissioner  Page.  In  regard  to  the  great  staples  of  commerce, 
naturally  and  necessarily  that  is  true. 

Senator  Reed.  In  regard  to  anything  a  man  purchases  outside  of 
something  that  is  not  ordinarily  dealt  in,  a  man  goes  over  to  a  country 
or  has  his  agents  there  buy  goods,  and,  of  course,  he  buys  them  as 
cheaply  as  he  can.  But  in  a  way  and  in  a  very  practical  way  that 
price  must  be  related  to  the  common  price  prevaihng  at  that  time 
m  that  country.     Would  not  that  be  true  ? 

Commissioner  Page.  In  general,  that  would  naturally  be  the  com- 
mercial practice. 

Senator  Reed.  So  that,  in  general,  when  this  man  imports  the 
goods  into,  the  country  and  is  required  to  state  the  price  that  he  paid 
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in  the  foreign  country,  you  have  a  fairly  good  index  to  what  the  valu«^ 
was  in  the  foreign  country  ? 

Commissioner  Page.  I  think  that  our  appraisers,  Senator,    have 
acquired  an  astuteness  and  a  body  of  information  with  regard   to 
foreign  values  that  enable  them  in  nearly  all  cases  to  appraise  imported 
eoods  at  their  actual  foreign  value.     The  commodities  which  &re  in 
aoubt  so  far  as  the  foreign  value  is  concerned  are  commodities  'vrhose 
American  value  would  probably  hkewise  be  in  doubt.     Take,    for 
instance,  oriental  rugs.     They  are  usually  not  what  you  have   indi- 
<;ated,  but  they  are  picked  up  nere  and  there  in  various  places  abroad. 
and  they  are  bought  frequently  as  individual  pieces  from  individual 
sellers,  and  a  special  bargain  is  made  with  regard  to  each  one.     Xhat 
is  merely  a  bargain  between  the  buyer  and  seller.     No  one  know.* 
except  those  two,  in  many  cases,  what  has  been  paid  for  the  ru^. 
When  that  rug  is  invoiced  to  the  United  States,  the  man  who  is  send* 
ing  it  over  puts  on  it  probably  as  low  a  value  as  he  thinks  he  can  get 
away  with  in  the  appraisal  by  the  appraisers.     The  appraisers,  when 
that  rug  arrives,  would  appraise  it  at  what,  in  their  judgment,  that 
rug  would  be  worth  in  the  country  from  which  it  came.     In  a  case 
of  that  kind  you  can  scarcely  say  that  the  appraiser  has  knowledgie 
that  is  infallible,  and,  of  course,  it  is  obvious  that  he  can  not  have 
accurate  and  infallible  knowledge  with  regard  to  those  things.     But 
in  a  general  way  he  would  know  what  a  Bokhara  rug  was  worth  in 
Constantinople,  if  it  were  of  certain  size  and  in  certain  condition: 
and  he  would  know  what  a  Baluchistan  or  any  of  those  other  oriental 
rugs  were  worth  in  the  markets  where  they  are  commonly  dealt  in 
in  the  Near  East;  and  in  that  way  he  makes  his  appraisal. 

Senator  Reed.  And  he  would  also  have  the  benefit,  in  a  particular 
shipment  of  rugs  that  came  in,  of  comparing  the  price  or  value  which 
the  importer  placed  upon  that  batch  of  rugs  with  the  price  that  had 
been  placed  by  a  large  number  of  other  importers,  so  that  if  the  value 
was  very  much  out  of  line  he  could  at  once  detect  it. 

Commissioner  Page.  He  would  be  apt  to  detect  any  very  great 
divergence  in  the  value  of  any  certain  importation  from  other  previous 
importations. 

Senator  Reed.  Let  us  take  this  ouestion  of  oriental  rugs.  I  dt> 
not  want  to  dwell  on  it,  but  I  think  I  can  illustrate  the  point.     Sup- 

Eose  you  were  going  to  take  the  American  valuation  on  these  rugs, 
n  trying  to  arrive  at  the  American  valuation,  the  American  prices 
upon  those  rugs  varies  with  practically  every  dealer,  does  it  not  ? 

Commissioner  Page.  The  price  is  apt  to  vary  still  more  widely  with 
every  purchaser. 

Senator  Reed.  So  that  we  would  not  have  as  good  valuation  in 
that  instance,  if  we  took  the  American  valuation,  as  we  would  if  we 
took  the  foreign  valuation,  where  the  purchase  price  paid  would  be 
taken  into  account  and  where  all  other  shipments  from  abroad,  com- 
pelled to  go  through  the  hands  of  the  same  men,  would  be  used  for 
the  purpose  of  comparison. 

Commisaioner  Page.  Of  course,  the  case  of  oriental  rugs,  Senator, 
is  an  extreme  and  very  exceptional  case. 

Senator  Reed.  That  is  the  reason  I  am  calling  attention  to  it. 

Commissioner  Page.  It  simply  illustrates  the  general  trend  of 
commerce. 

Senator  Reed.  I  am  speaking  of  it,  because  you  chose  it. 
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^Commissioner  Page.  Yes,  sir. 

Senator  Reed.  I  think  it  is  one  of  the  extreme  cases. 
Commissioner  Page.  There  is  no  comparable  American  product. 
This  bill  provides  that  duty  shall  be  assessed  on  the  value  of  com- 
parable and  competitive  American  products.  We  have  many 
products  which  compete  with  oriental  rugs.  Oriental  rugs  compete 
with  almost  every  floor  covering,  directly  or  indirectly,  but  in  a 
<:ertain  sense  they  are  not  comparable,  any  more  than  a  work  of  art 
brought  from  abroad  would  be  comparable  with  any  that  have  a 
wholesale  value  in  this  coimtry. 

Senator  Reed.  That  brings  me,  then,  to  another  question.  If  we 
are  to  fix  a  value  upon  imported  goods,  taking  into  consideration  the 
price  charged  for  American  goods  of  similar  character,  it  follows,  does 
ii  not,  that  if  the  American  goods  are  pushed  up  in  price  then  on  the 
valuation  of  the  foreign  goods  there  is  a  corresponding  push  up  in 
price  ? 

Commissioner  Page.  Naturally,  for  dutiable  purposes. 
Senator  Reed.  And  if  there  was  a  combination  capable  of  con- 
trolling the  American  prices,  or  a  monopoly  controlling  American 
prices,  then  every  time  that  combination  or  monopoly  saw  fit  to 
advance  the  price  of  a  product  it  would  thereby  advance  the  price 
of  these  competitive  products  coming  from  abroad  ? 

Commissioner  Page.  That  is  quite  obvious,  Senator,  just  as  the 
converse  of  it  is  equally  obvious,  namely,  that  the  incentive  to  lower 
prices  on  the  part  of  domestic  producers  would,  as  some  have  main- 
tained, be  reduced  by  reason  of  the  fact  that  the  lower  they  make 
their  prices  the  more  they  subject  themselves  to  foreign  competition. 
Senator  Reed.  I  agree,  of  course,  that  there  are  two  sides;  but 
have  you  ever  heard  of  a  combination  in  Ainerica  to  reduce  prices  ? 
Commissioner  Page.  I  have  heard  of  many  combinations  of  pur- 
chasers looking  toward  the  reduction  of  prices. 
Senator  Simmons.  The  prices  of  things  they  have  to  buy  ? 
Commissioner  Page.  Yes,  sir. 

Senator  Simmons.  But  jrou  never  heard  of  a  combination  to  reduce 
prices  of  things  that  combination  produces,  have  you  ? 
Commissioner  Page.  I  have  never  heard  of  that. 
Senator  Smoot.  During  the  war  there  has  been  very  little  under- 
vfiluation,  not  nearly  as  many  cases  as  before  the  war  ? 

Commissioner  Page.  That  is  very  probably  true,  Senator,  but  we 
are  almost  entirely  in  the  dark  when  we  talk  about  the  amount  of 
undervaluation. 

Senator  Smoot.  I  did  not  say  the  amount,  I  said  the  number  of 
<*ases. 

Further,  now  that  there  is  such  a  wide  discrepancy  in  the  exchanges 
of  countries,  do  you  not  think  there  will  be  a  tendency  in  the  future 
more  than  in  the  past,  to  undervalue  goods  coming  from  abroad  into 
this  country  ? 

Commissioner  Page.  I  am  inclined  to  think  not,  Senator,  for  the 
reason  that  the  desperate  needs  of  the  people  of  those  countries 
abroad  will  compel  tnem  to  sell  their  export  goods  at  as  high  a  price 
as  it  is  possible  for  them  to  get.  Of  course,  their  first  need  is  to  sell — 
to  sell  at  almost  any  price — ^but  instead  of  undervaluing  and  instead 
of  dumping  and  instead  of  trying  to  sell  at  a  low  price,  I  think  there 
will  he  every  effort  made  to  sell  at  as  high  a  price  as  possible ;  and  I 
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think  that  for  the  psychological  effect,  in  part,  there  will  be  an  attem^ 
made  by  these  countries  with  a  low  exchange  to  show  that  thenr 
trade  with  foreign  countries  is  increasing  and  that  the  values 
going  up. 

Senator  McLean.  They  would  want  to  get  them  through  the 
tomshouse  at  as  low  a  price  as  possible  ? 

Commissioner  Page.  Naturally,  and  always  have. 

Senator  McLean.  After  they  have  succeeded  in  paying  the  du 
there  would  be  no  disposition  to  keep  the  price  down,  but  there  woi 
be  an  incentive  to  lower  the  value  for  dutiable  purposes  ? 

Commissioner  Page.  I  think  so. 

Senator  Reed.  You  know,  do  you  not,  Mr.  Page,  that  in  some  of 
the  countries  of  Europe  the  government  itself,  either  directly  or 
through  some  agency,  nas  fixed  the  export  price  far  in  advance  of 
the  local  selling  price  ? 

Commissioner  Page.  Do  you  know  of  any  country  except  Germany 
in  which  that  attempt  has  oeen  made  ? 

Senator  Reed.  I  have  only  heard  of  the  instance  of  (Jermany.     I 
was  asking  you,  because  I  thought  you  could  clear  it  up. 

Commissioner  Page.  That  is  the  only  country  I  know  of  whero 
an  attempt  has  been  made  to  do  that,  and  the  success  of  the  attempts 
in  Germany  appears  to  be  very  doubtful.  There  have  been  measure^ 
proposed  and  nominally  adopted,  but  the  administration  of  thos^ 
measurs  appears  to  have  been  attended  with  great  irregularity  and 
imcertainty.  To  what  extent,  therefore,  they  have  been  effective  i^ 
unknown. 

Senator  Smoot.  Before  the  war  the  practice  was  to  sell  cheape:*^ 
for  exportation  than  in  their  own  country. 

Commissioner  Page.  Naturally. 

Senator  McLean.  I  should  like  to  have  Mr.  Page  give  his  opinion- 
as  to  the  advisability  of  this  American  valuation  plan  as  a  whole. 

The  Chairman.  I  think  if  we  could  get  down  to  a  concrete  state-- 
ment  it  woi^ld  be  much  better  than  this  running  discussion. 

Senator  Simmons.  I  think  we  ought  to  have  a  concrete  statement, 
but  I  think  we  ought  to  have  full  liberty  here  to  investigate  all  phases 
of  the  matter. 

The  Chairman.  There  is  no  doubt  of  that.  It  is  a  very  important 
question,  the  most  important  in  the  bill,  and  there  ought  to  be  the 
fullest  opportunity  for  investigation.  The  Chair  does  not  desire  to 
interfere,  and  has  no  power  to  mterfere  if  he  wanted  to. 

Senator  McCumber.  I  would  like  to  ask  Mr.  Page  one  question 
along  this  line. 

Recognizing  the  fact  that  the  cost  of  production  in  the  United 
States  lor  the  last  few  years  has  been  excessively  high,  1  would  like 
to  have  vour  judgment  as  to  whether  an  American  valuation  would 
not  in  afl  probability  tend  to  maintain  the  high  cost  of  production 
in  the  United  wStates  ( 

Senator  Reed.  You  mean  to  say  "high  prices,"  do  you  not? 

Senator  McCumber.  No;  I  mean  the  high  cost  of  production.  In 
other  words,  if  we  make  our  ad  valorem  duty  upon  the  American 
valuation,  would  not  that  valuation  continue  high  and  would  not 
those  who  produce  in  the  manufacturing  lines  follow  about  the  rule 
of  the  cost  plus  system  in  making  contracts  and  keep  the  prices  up 
without  any  attempt  to  lower  them  ( 
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Senator  Rehd.  That  is  what  I  tried  to  point  out,  the  difference 
betw^een  the  price  and  the  cost  of  production. 

Senator  mcCumber.  I  want  to  get  something  concrete  on  it, 
because  it  is  a  matter  that  bothers  me,  I  confess. 

Commissioner  Page.  Senator,  it  is  almost  impossible  to  base 
legislation  upon  the  cost  of  production,  either  in  this  coimtry  or 
abroad.  There  is  scarcely  any  will-o'-the-wisp  that  is  more  evasive 
and  more  difficult  to  reach  than  what  we  have  in  mind  when  we 
s|>eak  of  cost  of  production.  An  effort  to  get  the  cost  of  production, 
even  in  this  country,  results  usually  in  so  many  arbitrary  allotments 
of  expenditures,  in  so  many  purely  estimated  results,  that  it  is  almost 
impossible,  except  in  the  case  of  certain  special  products,  to  ^et  the 
cost  of  production  with  certainty.  Naturally,  that  difficulty  is  even 
greater  when  we  speak  of  the  cost  of  production  abroad.  To  get 
in  actual  dollars  and  cents  what  it  costs  to  produce  a  commodity  in  a 
foreign  country  is  almost  impossible,  except  bv  accident. 

Senator  McCumber.  We  know  in  a  general  way  that  the  cost  of 
materials  that  go  into  manufactured  products  has  greatly  increased. 
Commissioner  Page.  Yes,  sir. 

Senator  McCumber.  We  also  know  that  the  cost  of  labor  has 
increased. 
Commissioner  Page.  Yes,  sir. 

Senator  McCumber.  We  also  know  that,  at  least  up  to  the  present 
time,  the  efficiency  of  labor  has  decreased,  compared  with  what  it 
was  before  the  war. 
Commissioner  Page.  Yes,  sir. 

Senator  McCumber.  And  the  natural  consequence  is  to  vastly 
increase  the  cost  of  production,  and  that  means  a  very  much  higher 
price  for  each  commodity. 
Commissioner  Page.  Yes,  sir. 

Senator  McCumber.  Would  not  the  effect  of  this  American  valua- 
tion tend  to  maintain  that  very  high  cost  of  production,  carrying 
with  it  a  higher  price  of  conmiodities  ? 

Commissioner  Page.  Your  question,  as  I  understand  it,  is  similar 
in  nature  to  the  question  from  the  other  end  of  the  table  a  moment 
ago,  with  regard  to  the  removal  of  the  incentive  to  lower  costs. 
When  you  lower  costs  or  lower  values,  you  are  opening  the  way  to 
a  keener  and  more  active  competition  from  foreign  countries.  Does 
that  answer  your  question,  Senator  ? 

Senator  McCumber.  If  the  tendency  would  be  to  keep  the  prices 
up,  in  your  opinion.    I  am  trying  to  get  yo\fc  opinion. 

Conmiissioner  Page.  The  inducements  to  lower  prices  would  be 
lessened.  I  believe  that  in  most  cases  domestic  competition  would 
be  sufficient  to  induce  producers  to  sell  their  products  for  as  low  a 
price  as  they  can,  with  a  reasonable  margin  of  profit.  In  nearly 
all  of  our  staple  products  that  would  be  true.     It  is  domestic  com- 

Eetition  with  most  of  our  producers  which  will  keep  our  prices  down. 
1  some  cases  the  fear  of  loreign  competition  naturally  will  have  an 
additional  influence. 

Senator  McCumber.  But  with  this  ad  valorem  and  the  American 
valuation,  there  would  be  far  less  incentive  on  the  part  of  manu- 
facturers to  lower  the  cost  of  production,  would  there  not  ? 

Commi-ssioner  Page.  I  do  not  think  there  would  be  less  incentive 
to  lower  the  cost  of  production.     I  think  every  producer  would 
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constantly  strive  as  far  as  is  within  his  power  to  lower  his  cost  «»f 
production.  There  would  be  less  inducement  for/him  to  lower  th»* 
price  at  which  he  sells  his  product.  He  would  lower  his  cost  of  pn«- 
duction  always  and  inevitably,  in  order  that  the  difference  bet^wr<*en 
his  cost  and  selling  price  may  be  widened. 

Senator  McCumser.  If  he  does  not  have  to  lower  his  seHini? 
price,  would  there  not  be  less  incentive  for  him  to  lower  the  cofrt 
of  production  ? 

Commissioner  Page.  Perhaps  we  might  say  there  wouldfbe  l^***- 
compulsion  upon  him  to  lower  his  cost,  but  the  incentivef would 
remain. 

Senator  Smoot.  On  a  falling  market,  not  only  in  foreign  countries?, 
but  in  America  as  well,  a  thing  like  that  could  not  happen,  could  it  f 

Conunissioner  Page.  Not  verjr  well,  Senator. 

Senator  Smoot.  It  would  be  unpossible. 

Senator  Reed.  Well,  just  to  clear  it  up,  while  there  might^not 
be  the  incentive  to  lower  the  cost  of  production,  because  that  i-. 
already  taken  care  of  by  the  desire  of  the  man  to  produce  goods  a< 
cheaply  as  he  can  and  make  as  much  profit  as  he  can,  it  is  neverthe- 
less true  that  the  system  suggested  w^ould  have  a  tendency  to  remove 
the  incentive  or  necessitv  for  lowering  the  price. 

Commissioner  Page.  Ves,  Senator  Keed. 

The  Chairman.  Now,  Mr.  Page,  will  you  proceed  with  any  further 
statement  you  desire  to  make  to  the  conmiittee  i 

Senator  Simmons.  Mr.  Page,  before  you  leave  that,  I  want  to  ask 
you  just  one  question.  Does  this  American  valuation,  or  does  not 
this  American  valuation  plan  involve  a  tax  upon  a  tax  ? 

Commissioner  Page.  To  the  extent  that  tne  iVmerican  valuation 
is  presumed  to  be  the  value  abroad,  plus  the  duty  ? 

benator  Simmons.  Yes. 

Commissioner  Page.  Not  necessarily,  Senator,  when  you  make  the 
American  value  the  value  of  goods  that  are  already  produced  in  the 
United  States,  the  value  at  which  they  are  disposed  of  at  wholesale. 
That  value  is  supposed  to  contain  no  duty  in  it. 

Senator  Simmons.  In  ascertaining  the  value  of  American  product < 
would  you  not  have  to  necessarily  include  in  that  any  value  that 
had  been  added  to  that  product,  to  the  price  of  that  product,  sa 
increasing  the  price  of  that  product,  by  reason  of  the  fact  that  a 
duty  is  imposed  upon  the  foreign  product  ? 

Commissioner  Page.  You  are  asking  a  question,  Senator,  that  a 
reading  of  the  pending  bill  does  not  enable  me  to  answer:  that  i.«^. 
you  are  asking  how  the  appraisers  are  going  to  ascertain  that  AmericnTi 
value. 

Senator  Simmons.  Let  me  put  it  more  clearly.  Suppose  a  new 
duty  is  placed  upon  some  product  produced  in  America  to  a  lar^e 
extent  ? 

Commissioner  Page.  Yes,  sir. 

Senator  Simmons.  The  American  manufacturer,  by  reason  <if  the 
fact  that  that  duty  upon  his  foreign  competitor  has  been  increase*!, 
would  naturally  increase  the  price  of  his  product  ? 

Commissioner  Page.  Provided  that  it  was  foreign  competition, 
rather  than  domestic  competition,  that  kept  it  do\^Ti. 

Senator  Simmons.  That  is  what  the  tariff  is  said  to  he  for,  to  pro- 
tect against  foreign  competition. 
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Commissioner  Page.  In  many  cases  that  is  exactly  what  would 
ippen. 

senator  vSimmons.  That  means,  if  it  means  anything,  that  the  price 

1  America  has  been  brought  down  in  the  absence  oi  a  duty  to  the 

rice  abroad.     If  the  American  article  needs  protection  against  a 

oreign  article,  it  means  the  foreign  competition  has  pulled  the  Ameri- 

ttn  price  down  to  the  level  of  the  foreign  price.     Now,  suppose  you 

^t  a  duty  upon  the  foreign  atricle,  would  not  the  American  producer 

take  advantage  of  that  and  increase  his  price  accordingly,  and  when 

Ifae  next  consignment  of  foreign  goods  comes  the  American  price 

would  be  enhanced  by  reason  of  the  duty,  and  the  foreign  article 

would  be  also  raised  up  to  the  same  level,  for  the  purpose  of  valuation  ?■ 

Commissioner  Page.  Yes,  sir;  that  is  one  of  the  arguments. 

Senator  Simmons.  Is  not  that  a  tax  upon  a  tax  ? 

Commissioner  Page.  That  was  one  of  the  arguments  that  was 

used  against  the  American  valuation  in  the  middle  of  the  nineteenth 

century. 

Senator  Simmons.  It  has  been  used  against  it  in  this  century,  has. 
it  not! 

Commissioner  Page.  Naturally,  and  obviously,  and  necessarily, 
Senator,  that  would  Be  the  case. 

Senator  Smoot.  You  do  not  mean  to  sav  if  there  was  a  duty  on  a 
piece  of  cotton  cloth  of  20  per  cent  to  find,  the  cost  of  the  American 
manufacturer  of  making  that  same  cloth  for  American  valuation  that 
20  per  cent  is  added  to  the  cost  of  that  article  ?  You  do  not  mean 
to  say  this  bill  provides  that,  do  you  ? 

Commissioner  Page.  We  are  not  speaking  of  costs,  as  I  understand 
it. 
'     Senator  Smoot.  That  is.  what  the  Senator  was  talking  about. 
Senator  Simmons.  I  was  not  talking  about  cost  at  all;  I  was  talking 
atxjut  price. 

Senator  Smoot.  Nobody  ever  denied  duty  is  added  to  the  foreign 

price. 

•Senator  Simmons.  The  effect  of  the  duty  is  to  raise  the  American 

price. 

Commissioner  Page.  As  I  understand  ^Senator  Smooths  question, 

il  might  be  illustrated  in  this  way 

•Senator  vSimmons.  The  American  value  raises  the  value  upon  which 
a  lax  has  to  be  paid  and  to  that  extent  it  is  a  tax  upon  a  tax. 

Senator  Smoot.  Not  a  tax  upon  American  goods.  If  there  is  a 
tax  upon  a  tax,  it  is  imposed  upon  foreign  goods. 

Commissioner  Page.  Let  me  see  if  I  can  not  get  that  a  little  clearer 
bv  an  illustration,  ^Senator. 

Senator  Simmons.  It  is  not  a  tax  upon  the  cost.     What  it  is,  is  a 
fax  upon  the  valuation  of  foreign  goods  based  upon  the  selling  price 
)f  ^Ajnorican  goods. 
Senator  Smoot.  The  wholesale  price. 

Senator  Simmons.  Goods  of  like  character  or  comparably  so. 
(  onimissioner  Pacje.  Let  us  take  an  illustration  and  see  if  we  can 
ot  understand  more  precisely  what  the  Senator's  question  is. 
There  is  a  certain  variety  of  cotton  cloth — you  referred  to  that  a 
ornont  ago — made  in  this  country,  known  as  ^\metian,  which  you 
e  probably  acqiiainted  with,  it  is  also  made  in  England.  A 
f>'»rt  of  tlie  Tariff  Commission  about  two  years  ago  showed  that  the 
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price  of  that  American  cotton  cloth  had  fallen  fairly  close  to  the  prir4 
in  America  of  that  English  Venetian  that  was  imported  over  here. 

Senator  Simmons.  'Diat  means  the  price  plus  the  duty? 

Commissioner  Page.  That  means  the  price,  plus  the  duty.  That 
Venetian  pays  a  certain  rate  of  duty  under  the  Underwoop  law.  I 
assume  that  under  this  pending  act  the  duty  would  be  raised;  that 
that  English  cotton  Venetian  would  be  sold  in  this  country  at  a  higher 
price  than  it  was  sold  before  the  passage  of  this  act,  because  of  a 
higher  rate  of  duty.  The  natural  tendency  of  American  manii- 
facturers  would  be  to  likewise  raise  their  price,  because  they  no  longer 
have  the  fear  of  competition  from  the  EneUsh  product  at  the  price 
at  which  it  came  over  before.  Therefore,  by  reason  of  the  increai^e 
in  duty  on  that  American  valuation,  it  would  increase  the  price  of 
comparable  and  competitive  American  products.  In  that  sense 
I  take  it,  Senator  Simmons  means  we  are  paying  a  tax  upon  a  tax. 

Senator  Simmons.  That  is  it  exactly. 

Senator  Smoot.  I  agree  with  you  in  that  statement.  Your  state- 
ment is  correct,  but  during  the  war  times  there  was  very  little  com- 
petition. Now  competition  comes  in,  and  we  are  going  to  claim  and 
the  American  manuf-acturers  are  going  to  claim,  and  I  think  the 
American  people  are  going  to  believe,  that  thef  competition  will  he 
great  and  will  require  more  duty  than  there  is  in  the  Underwood  bill, 
particularly  with  the  exchanges  against  it  as  they  are.  I  think  there 
is  no  doubt  about  that. 

Senator  Simmons.  Now,  you  say  that  raising  the  tariff  upon  an 
article  upon  which  there  is  sharp  competition  between  American  and 
forei^  producers  would  necessarilj  and  in  all  probability  result  in 
the  increase  in  the  price  in  America  to  the  extent  of  the  duty,  or 
approximately  the  extent  of  the  duty. 

Commissioner  Page.  Unless,  as  Senator  Smoot  suggested,  domestic 
competition  influenced  the  price. 

Senator  Simmons.  You  can  answer  that  after  I  get  through. 

Commissioner  Page.  Pardon  me. 

Senator  Simmons.  The  effect  of  that  you  say  would  be,  of  course, 
to  increase  the  valuation  placed  upon  the  foreign  product  for  taxation. 
Now,  suppose  that  is  increased  in  this  way,  but  the  foreign  products 
still  continue  to  come  in,  and  the  American  who  desires  to  meet  that 
competition  raises  his  price,  arbitrarily,  we  will  sav.  That  arbitrary 
raise  has  to  be  added  to  the  foreign  valuation,  and  that  can  go  on  at 
the  will  of  the  American  producer  until  he  has  reached  the  embargo 
point,  can  it  not  ? 

Commissioner  Page.  Theoretically,  at  least,  Senator-  yes,  sir. 

Senator  Simmons.  Well,  you  say  *'  theoretically."  You  mean  by 
that  if  the  producers  in  this  country  can  come  together  and  have  an 
imderstandmg  ?    That  is  what  jou  mean  by  ''  theoretically"  ? 

Commissioner  Page.  Not  quite,  because  m  making  these  increases 
they  necessarily  would  be  smaller  each  one  than  the  one  before,  and 
would  diminish  rather  rapidly  until  they  became  so  very  small  as  to 
be  negligible.  There  is  a  limit  to  that  which  common  sense  would 
iSx,  of  the  amount  by  which  the  duty  would  increase  the  American 
value.  If,  for  example,  the  duty  on  Venetian  were  raised,  we  will 
say,  10  cents  a  yard,  then  the  American  value  would  increase  under 
our  supposed  case  about  10  cents  a  yard.  Then  there  would  be  an 
additional  duty  on  that  American  valuation,  if  it  is  an  ad  valorem 
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iuty,  equivalent  to  10  cents  in  the  first  place^  but  there  w6uld  not  be 
the  full  amount  put  on  in  the  first  place,  because  the  cloth  inste<id  of 
wiling  for  50  cents  sells  for  60  cents,  which  is  an  increase,  but  only  an 
increase  of  20  per  cent. 

Senator  Simmons.  He  can  increase  the  domestic  price  until  he  has 
jpoduced  a  situation  that  will  prevent  further  competition.     He  can 
undoubtedly,  by  pursuing  that  process,  continue  gradually  to  increase 
the  duty  imposed  iipon  tnat  competitive  article. 
Senator  Smoot.  if  Congress  does  it. 
Commissioner  Page.  Yes,  sir. 

Senator  Simmons.  In  this  country^,  any  article  that  is  monopolized, 
or  any  article  the  price  of  which  is  fixed  by  a  monopoly,  as  in  the  case 
of  gasoline,  it  is  an  easy  matter  for  that  industry  to  act  in  concert  in 
the  matter  of  fixing  prices,  and  it  would  be  an  easy  matter  for  them  to 
raise  the  price  constantly  until  they  have  increased  the  valuation  of 
the  comfjetitive  article  to  a  point  that  the  tax  would  be  prohibitive. 
Commissioner  Page.  I  think  not  so  far  as  that,  Senator. 
Senator  Simmons.  It  would  come  to  a  point  where  it  would  be 
excessive,  would  it  not  ? 

Commissioner  Page.  With   a  much  heavier   tax   than   Congress 
orkinally  intended. 

Senator  Simmons.  And  by  that  process  you  put  in  the  hands  of  the 
producers  of  this  coimtry  the  opportunity  and  the  privil^e  of  in- 
creasing their  tax  at  will. 
Senator  Reed.  Increasing  their  own  protection. 
Senator  Simmons.  Increasing  their  own  protection. 
Senator  Smoot.  If  thev  did  not  have  any  competition. 
Commissioner  Page.  Yes;  up  to  a  certain  point.  Senator,  that  is 
true. 

Senator  Simmons.  I  would  like  to  know  up  to  what  point. 
Commissioner  Page.  That  could  not  be  told. 

Senator  Simmons.  This  is  the  first  time  in   the  history  of  this 
country  it  has  been  proposed  to  place  in  the  hands  of  the  American 
inanufacturer  the  arbitrary  and  unre^rained  privilege  of  increasing 
liis  protection  against  competition. 
Conmiissioner  Page.  Yes,  sir;  practically. 

Senator  Simmons.  Through  the  law;  not  through  unlawful  action 
on  his  part,  but  by  lawful  action  on  his  part.     Is  not  that  so  ? 

The  Ctlvirman.  It  has  reached  the  point  where  people  would  not 
buy  his  product. 

Senator  Reed.  I  want  to  treat  this  question,  Mr.  Page,  in  a  little 
simpler  way  if  I  can. 

'-et  us  assume  that  the  tarifl*  upon  an  article  is  50  per  cent  at  present 
on  the  foreign  valuation.  Let  us  take  an  article  tnat  is  worth  8100 
here,  but  worth  $70  abroad,  and  that  a  tariff  of  50  per  cent,  based  on 
theforei^  valuation,  is  added.  That  article,  then,  would  cost  here, 
J70.  being  the  foreign  price  and  $35  being  the  tariff,  a  total  of  $105. 
It  would  be  sold,  then,  in  competition  with  an  article  which  had 
3ricrinaily  been  SI 00  in  this  country,  the  citizen  of  the  United  States 
laring  the  advantage  because  of  this  50  per  cent  tariff.  That  is 
orrect,  is  it  not,  that  far  ? 
Commissioner  Page.  It  is. 
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Senator  Reed.  Suppose  that  instead  of  taking  a  foreign  valuatioi 
and  allowing  the  tanff  to  stand  exactly  where  it  was,  we  levy  50  pe. 
cent  upon  the  American  valuation.  Then  the  tariff  would  be  *-^* 
would  it  not,  instead  of  $35  ? 

Commissioner  Page.  Certainly. 

Senator  Reed.  And  that  added  to  the  foreim  value  would  pir. 
you  $120  as  the  value  that  the  foreign  goods  womd  have  to  commas* 
m  order  to  pay  the  tariff  and  in  order  to  realize  the  foreign  price  ' 

Commissioner  Page.  Yes,  sir. 

Senator  Reed.  So  that  by  the  simple  device  of  changing  the  valuh- 
tion  from  the  foreign  valuation  to  the  American  valuation  in.  man: 
instances,  without  changing  the  rate  of  tariff  at  all,  the  tariff  i^oiii- 
become  so  high  as  to  become  substantially  prohibitive  ? 

Commissioner  Page.  Inevitably  if  you  cahnge  the  basis  from  ^ 
lower  to  a  higher  without  changing  the  rate  you  necessarily  raise  th* 
amount. 

Senator  Reed.  And  whenever  you  do  change  from  a  foreign  vahi- 
ation  to  the  American  valuation  on  all  those  articles  that  are  in  com- 
mon and  general  use — I  am  omitting  now  the  specialties  that  wen* 
referred  to  a  while  ago— you  do,  by  one  stroke  of  the  pen,  enormously 
advance  the  tariff  rates  m  effect  ? 

Commissioner  Page.  Unless  you  change  the  rate  when  you  take  n 
higher  basis  of  valuation,  you  necessarily  raise  the  tariff. 

Senator  Reed.  Yes. 

Senator  Simmons.  In  the  case  that  Senator  Reed  just  gave  you 
raise  the  tariff  $15?    • 

Conunissioner  Page.  If  it  is  contemplated  that  the  change  from  a 
low  basis  to  a  high  basis  retains  the  same  rates,  it  is  too  obvious  t4» 
require  comment  that  you  raise  the  tariff. 

Senator  Smoot.  There  is  no  doubt  about  that. 

Senator  Reed.  Then,  unless  there  is  good  reason  which  has  not 

?ret  been  shown  to  abandon  the  foreign  valuation,  would  it  not  be  a 
ranker  thing  for  us  to  change  tiie  rates,  to  advance  the  rates,  and  do 
it  frankly,  and  let  the  Amencan  people  know  that  we  are  advancing 
the  rates  1 

Senator  Smoot.  The  American  people  will  know  it.  because  nobody 
has  denied  it. 

The  Senator  from  North  Carolina  insists  that  the  manufacturer 
himself  c^n  raise  those  rates,  and  you  said  Yes,  he  could,  arbitrarily. 
He  can  not  raise  them  any  more  than  the  rate  fixed  by  Congress— 
that  is,  the  amoimt  of  duty.  That  is  all  he  can  raise  it.  Is  not  that 
time? 

Conmiis3ioner  Page.  It  is  true  that  he  can  not  raise  it  higher  than 
Congress  permits.  As  the  Senator  from  North  Carolina  aidded,  he 
now  proceeds  by  law  to  increase  the  amount  that  is  payable  on  for- 
eign unports  by  raising  the  price  of  his  own  products  m  this  countrr. 

Senator  vSmoot.  That  is  tne  amount  of  duty  that  is  granted  upon 
his  goods  by  Confess. 

Commissioner  Page.  I  understood  the  Senator  to  safeguard  hi* 
statement  bv  saying  that  he  was  now  proceeding  by  law  to  increase 
the  rate  of  duty  to  be  paid. 

Senator  Sijocons.  By  permission  of  law. 

Commissioner  Page.  By  raising  his  own  prices. 

Senator  Simmons.  The  right  and  the  opportunity  that  the  law 
gives  him. 
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The  Chairman.  He  has  the  opportunity,  according  to  your  theory, 
to  raise  the  rate  ? 

Senator  McLean.  That  is  what  we  expect  in  this  country. 
Commissioner  Page.  I  rather  think,  Senator,  that  my  opinion  on 
that  point  is  clear  both  to  you  and  to  the  Senator  from  North  Caro- 
lina, as  far  as  that  soes. 

Senator  Smoot.  Your  latter  statement  is  clear  to  me,  and  of  course 
nobody  is  denying  that;  but  when  the  Senator  from  North  Carolina 
sa>>  tliat  the  manufacturer  can,  at  his  o^^ti  sweet  will,  arbitrarily 

raise  the  price  as  high  as  he  wants  to 

Senator  SnoiONS.  I  meant,  of  course,  and  the  witness  understood 
me  to  mean,  that  the  manufacturer,  for  the  purpose  of  increasing 
the  tax  on  the  foreign  article,  raises  the  price  of  his  product,  and  that 
the  result  would  be  an  increase  in  taxes  imposed  by  this  Government 
upon  the  competitive  article. 

Senator  Smoot.  He  might  not  be  able  to  sell  the  article. 
Senator  Simmons.  That  would  remain  stationary,  of  course,  but  I 
had  reference  to  the  amoimt  of  taxation  that  would  have  to  be  paid 
upon  a  foreign  article  as  the  result  of  this  arbitrary  increase  by  the 
American  producer  of  the  price  of  the  domestic  product. 

Senator  McLean.  By   tnat  same   process   of   reasoning,   if  you 
adopt  a  foreign  valuation  your  foreign  producers  can  combine  and 
arbitrarily  lower  the  value  of  their  exports. 
Senator  Smoot.  The  same  as  they  did  before  the  war. 
Senator  McLean.  If  it  works  here  it  will  work  there.     It  seems  to 
me  it  is  an  exaggerated  view  to  take. 

Commissioner  Page.  Mr.  Chairman,  if  I  may  be  permitted  to  say 
so,  there  are  a  lai^e  number  of  considerations  of  minor  importance 
in  connection  with  this  matter  of  American  valuation.  On  the 
whole  it  appears  to  me  that  the  determination  as  to  its  expediency 
lies  between  balancing  one  great  argument  in  its  favor  and  one  great 
argument  against  it. 

The  great  argument  in  its  favor  is  found  in  the  fact  that  foreign 
exchanges  are  very  variable  as  between  this  country  and  other 
countries,  and  they  fluctuate  with  great  violence.  The  exchange 
between  England  and  America  is  one  thing;  the  exchange  between 
America  and  Grermany  is  another  thing.  The  same  article  coming 
to  this  country  from  England,  therefore,  would  pay  on  a  foreigp 
value  a  much  higher  duty  than  the  same  article  if  it  came  to  this 
country  from  Germany. 

There  appears  to  be  no  valid  reason  why  we  should  tax  imports 
from  England  higher  than  we  tax  imports  from  Germany,  unless  you 
wish  to  give  consideration  to  this  very  important  fact,  that  there  is 
no  hope  that  in  the  future  at  any  time  will  the  exchanges  right  them- 
selves unless  we  make  some  allowance  for  purchase  in  those  countries 
where  the  exchanges  are  now  low.  The  country,  in  other  words, 
that  has  the  lowest  exchange  will  need  the  greatest  consideration,  if 
we  wish  to  renew  our  conmierce  w4th  that  country  and  if  we  wish 
to  establish  any  stable  rate  of  exchange  at  any  time  in  the  future 
between  the  United  States  and  the  rest  of  the  world.  You  can  do 
thai  only  through  the  instrumentality  of  commerce. 

American  valuation  would  give  at  least  a  temporary  remedy  for 
this  difference  in  the  exchange  rates  between  the  United  States  and 
these  different  foreign  countries.     It  would,  however,   be  only   a 
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mitigation,  and  a  temporary  mitigation  of  the  trouble.  The  e\ 
changes  can  never  be  stablized  until  commerce  itself  is  stal>lize<i 
and  what  the  world  is  suffering  for  now  more  than  for  anylhini 
else  is  some  stabilization  in  production  and  prices  and  trade. " 

That  is  the  great  argument  in  favor  of  American  valuation,  thn* 
is,  that  it  will  remedy,  to  some  extent,  at  any  rate,  this  diflRcuJr.^ 
in  foreign  exchanges. 

Senator  McCumber.  Irrespective  of  the  exchange,  take  an  ar- 
ticle that  Japan  can  produce,  sav,  for  20  cents,  Italy  can  prodii<"» 
for  30  cents,  and  France  can  prod.uce  for  50  cents,  without  referen'*' 
to  the  exchange.  Even  under  a  stablized  exchange  would  it  n«>' 
be  better,  if  it  were  possible,  that  we  should  charge  the  same  again*' 
the  goods  of  each  one  of  these  countries  ? 

Commissioner  Page.  Senator  McCumber,  I  think  that  is  true 
and  for  that  reason  I  think  that  system  of  specific  duties  al\ray* 
works  better  than  any  possible  system  of  ad  valorem  duties  where  n 
system  of  specific  duties  is  possible. 

Senator  McCumber.  I  thmk  we  all  a^ee  to  that. 

Commissioner  Page.  It  is  true  that  m  that  case  you  are  penaliz- 
ing a  country  for  certain  advantages  which  it  may  nave  in  produ**- 1 
tion,  if  you  tax  it  as  highly  as  you  would  tax  a  country  that  doe? 
not  have  those  advantages.  I 

It  is  likewise  true  that  you  are  penalizing  the  American  consumer 
if  you  compel  him  to  purchase  under  the  same  tax  his  goods  in  *.  , 
country  of  high  production  as  in  a  country  of  low  production,  ' 

There  are  those  two  considerations  that  of  course  the  statesman 
must  not  leave  out  of  account  in  considering  the  tariff;  but  tho«?  I 
are  considerations  that  I  am  sure  all  the  members  of  this  committee 
have  in  mind. 

Senator  McCttmber.  He  could  still  buy  the  Japanese  article 
instead  of  purchasing  the  French  article,  and  buy  it  very  much 
more  cheaply,  but  he  would  have  to  pay  the  same  duty. 

Commissioner  Page.  He  would  have  to  pay  the  same  duty. 

Senator  McCumber.  If  we  had  an  American  valuation.  It 
seems  to  me  that  is  the  strong  argument  in  its  favor. 

Commissioner  Page.  That  is  tne  strongest  of  all  arguments. 

I  think  attention  was  caUed  to  that  fact  by  Secretary  Hoover  in 
his  testimony  before  the  committee  on  Ways  and  Means.  If  1 
remember  his  testimonj^  correctly,  he  said  that  the  situation  as  to 
exchanges,  in  his  judgment,  was  the  only  argument  that  couW 
justify  this  proposed  change  of  basis  for  the  valuation  of  imports. 

Senator  Reed.  I  either  misapprehended  the  purport  of  Senator 
McCumber's  question,  or  it  seems  to  me  that  your  answer  was  iust 
opposite  to  what  you  might  have  intended  it  to  be.  I  want  to  clear 
it  up,  because  we  desire  to  have  it  clear  in  the  record. 

Tnere  are  different  costs  of  production  in  foreign  countries,  anJ 
if  we  levy  a  tariff  based  upon  American  valuation,  it  is  true,  then, 
that  all  of  those  goods  coming  to  this  country  would  bear  the  same 
duty  at  our  gates  i 

(Commissioner  Page.  Yes,  Senator. 

Senator  Reed.  But  that  would  not  prevent  the  purchaser  in  the 
United  wStates  from  buying  in  the  cheap  country  in  preference  to  the 
dearer  country,  would  it  ? 
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Conurdssioner  Page.  It  would  reduce  the  incentive  somewhat, 
ocau3e  it  would  reduce  the  profit  that  he  must  make  by  buying  in 
he  cheaper  countn^  when  his  tax  is  increased  on  that  purchase. . 

Senator  Reed.  6ut  it  would  still  drive  him  all  the  closer  to  the 
heapest  market,  because  while  he  would  not  make  as  much,  he 
rould  still  reduce  his  price  that  much.     That  is  true,  is  it  not? 
Commissioner  Page.  Yes,  sir. 

Senator  Reed.  Is  not  this  true  ?  Let  us  assume,  for  illustration,  in 
►rcier  to  make  it  plainer  if  I  can,  that  an  article  is  produced  for  10 
ents  in  Japan,  20  cents  in  Germany,  30  cents  in  France  and  40  cents 
n  England  and  50  cents  here.  The  tariff  upon  that  article  from  all 
>f  those  countries  is  the  same;  that  is  to  say,  it  is  made,  we  will  say, 
i  50  per  cent  tariff  on  the  American  valuation.  In  that  case  the 
Japanese,  producing  for  10  cents,  will  deliver  here  at  35  cents.  The 
English  man  producing  at  40  cents  and  paying  a  tariff  of  25  cents 
:>n  the  American  valuation  could  not  sell  here  at  all.  But  you  still 
liave  the  same  advantage  to  the  cheap  producing  country,  and  your 
tariff  might  shut  out  of  that  valuation  England  and  France  and 
might  admit  Japan  or  possibly  Germany. 

Senator  McCumber.  i  ou  would  not  say  it  was  the  same  advantage. 
You  woidd  still  have  an  advantage  in  favor  of  the  cheap  country, 
V>ut   the  American  valuation  wornd  make  the  same  tax  that  the 

Japanese  manufacturer  would  have  to  pay 

senator  Reed.  No,  Senator;  you  are  tninking  about  one  thing  and 
1  am  thinking  about  another.     A  tariff  laid  upon  the  American 
valuation  mimt  be  entirely  prohibitive  as  against  the  countries  of 
high-cost  production  and  might  not  shut  out  the  countries  of  low-cost 
production. 
That  is  a  phase  of  it  that  I  think  is  worthy  of  consideration. 
Senator  Simmons.  Yes.    Take  the  case  of  the  peanut.     Say  that 
it  cost  a  dollar  a  bushel  to  produce  peanuts  in  this  country.     They 
sell  in  this  coimtry  for  much  more.     I  take  it  from  what  Senator 
McCumber  said  and  according  to  the  statement  a  little  while  ago, 
probably  it  would  cost  but  25  cents  to  produce  them  here. 
The  Chaibman.  I  can  not  hear  you,  Senator. 
Senator  Simmons.  I  can  not  help  it.     I  am  talking  in  an  ordinary 
tone  of  voice.     I  will  try  to  raise  it. 

The  maigin  between  the  cost  here  and  there  is  so  great  that  any 
duty  that  would  exclude  the  Japanese  product  would  nave  to  be  an 
excessive  duty;  and  that  is  true  as  to  the  product  of  any  country  in 
Europe  that  has  a  high  wage  scale  and  production  cost. 
Commissioner  Page.  Necessarily  that  is  true,  Senator. 
Senator  Simmons.  The  point  I  was  endeavoring  to  make  was  that 
this  American  valuation  would  not  very  materially  change  the 
situation. 

Comniissioner  Page.  The  American  valuation,  Senator,  would 
put  the  same  duty  upon  goods  whether  they  came  from  a  country  of 
nigh-cost  or  of  low-cost  production.  Whether  it  excludes  the  goods 
from  the  coimtry  of  hi^-cost  production  altogether  depends  upon 
the  rate.  It  does  not  depend  upon  the  basis  of  valuation,  but  upon 
the  rate. 

Senator  Simmons.  And  to  reach  the  case  like  Japan,  that  we  were 
just  talking  about,  the  rate  would  have  to  be  an  excessive  rate  ? 

Commissioner  Page.  The  rate  would  have  to  be  a  high  rate  if  it  is 
to  keep  out  goods  from  a  country  of  that  kind. 
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Senator  Smoot.  But  the  difference  would  not  be  as  great  un«l»»r  ijr 
American  valuation  as  under  the  law  existing  to-day? 

Commissioner  Page.  In  that  respect.  Senator  Smoot.  the  Am^ri-  ar 
valuation  plan  would  work  much  tne  same  as  a  specific  duty. 

I  have  mentioned.  Mr.  Chairman,  what  in  mv  judgment  is'the  gr-** 
ai^ument  in  favor  of  American  valuation,  tlie  one  which  I  tK:-/' 
re<iuires  more  careful  consideration  than  any  other.  With  your  p-*f- 
mission  I  will  now  mention  what,  in  my  judgment,  i^  the'  grpa:*--' 
argument  against  American  valuation. 

The  Chairman.  Go  ahead. 

Senator  Simmons.  Before  you  go  to  the  greatest  argument  a^ain-* 
it,  let  me  ask  vou  this:  You  said  a  little  whde  ago  that  on  account    * 


the  fluctuations  in  the  rates  of  exchange  in  dinerent  countries  tr> 
problem  was  a  very  difficult  one  to  deal  with  upon  the  pn^ent  basi- 
of  valuation.  But  that  difficulty  would  be  removed  by  adopting  a' 
Amercan  basis  of  valuation  ?  ^ 

Commissioner  Page.  It  would  not  be  altogether  removeil.  Sr^nAt*  r 
it  would  be  ameliorated. 

Senator  Simmons.  Very  greatly  ameliorated.  I  am  going  to  a^-: 
you  this  by  way  of  inquirv:  Would  not  that  objective  oe  reached  bv 
ascertaining  the  cost  of  tlie  product,  a  given  product  which  is  im- 
ported into  this  country,  the  cost  of  that  product  in  the  market  o** 
nighest  value,  and  making  that  the  standard  value  for  the  impo<iti«'r. 
of  duties  ? 

Commissioner  Page.  By  that  do  you  mean  the  cost  of  prwluoimr. 

Senator  Simmons.  An  article  is  sold  in  Germany  at  one  price  b^ 
reason  of  this  fluctuation  in  exchange.  In  England  at  ant>ther  pri«  *■ 
and  in  France  at  another  price.  If  you  were  to  ascertain  the  highe>* 
price  obtaining  in  any  of  these  three  countries  and  apply  that  pri*  • 
as  the  valuation  to  be  placed  upon  the  article  bought  from  an} 
country  and  imported  into  this  country  from  any  country — in  oth**: 
words,  we  will  say  that  a  certain  article  is  being  iniported  iror.: 
three  countries— Crest  Britain.  France,  and  Germany.  It  sells  for  2' 
cents,  we  will  sav,  in  German v:  50  cents  in  France:  and  75  cen:^ 
in  Great  Britain.  If  you  were  to  adopt  the  highest  selling  priiv 
in  any  of  those  countries,  namely.  Great  Britain,  and  fix  that  as  th*- 
valuation  upon  which  the  tax  is  to  be  levied,  would  you  not  avoi<l 
this  difficulty  that  you  have  spoken  of  growing  out  of  the  fluctuation 
in  exchange  in  these  countries  that  have  been  ravaged  by  war  f 

Commissioner  P.vge.  No,  Senator:  I  think  not.  for  the  reason  tha* 
the  coimtry  where  the  price  is  highest 

Senator  Simmons.  I  am  not  suggesting  anything:  I  am  ja^^t  makinj 
the  inquiry-. 

Commissioner  Page.  It  will  vary.  Sometimes  the  prii^  will  hv 
higher  in  England,  sometimes  it  will  be  higher  in  Germany,  anu 
sometimes  it  will  be  hLo:her  in  Prance. 

Senator  Simmons.  But  you  could  always  ascertain  in  which 
country  it  is  highest  and  adopt  that  as  the  standard  of  value  for 
imports  of  that  article  t 

Commissioner  Page.  If  the  price  made  is  highest  fnnn  some 
country  from  which  we  have  no  appreciable  imports 

Senator  Smoot.  We  simph'  go  one  step  further  and  take  the 
American  valuation. 
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Conunissioner  Page.  It  seems  to  me  it  would  inject  into  the 
atter  utter  confusion. 

Senator  Simmons.  I  am  asking  if  it  would  not  avoid  that  diflB- 
iltv. 
Commissioner  Page.  No;  I  think  not,  Senator, 

Senator  Reed.  Let  me  ask  you  one  question  before  you  go  into 
le  broad  statement  of  the  other  side  of  this  case. 

I  confess,  I  will  say  by  way  of  preliminary  to  my  question,  that  I 
i>  not  understand  this  exchange  puzzle.  We  are  told  constantly 
Aat  by  reason  of  the  rate  of  exchange  there  is  a  difference  in  the 
alue.  The  fact  is,  is  it  not,  that  the  reason  that  English  money  is 
lore  nearly  on  a  level  with  the  money  of  the  United  States  than 
nth  the  money  of  any  other  country  is  because  their  money  is 
ijund  \  Their  abDity  to  pay  is  more  secure  ?  That  is  the  reason, 
>  it  not  ? 

Commissioner  Page.  That  is  a  part  of  the  reason  and  the  chief 
»art.  Another  reason  is  that  there  is  between  England  and  the 
/nited  States  more  trade  than  there  is  between  the  United  States 
ind  these  other  countries.  Therefore  payments  are  made  more 
i«*arly  on  an  equality. 

Senator  Reed.  The  fact  is  that  the  German  mark  has  been  de- 
preciated bj  the  issuance  of  vast  quantities  of  paper  money. 

Commissioner  Page.  Senator,  wnat  is  frequently  referred  to  as 
tlie  rate  of  exchange  by  the  press  and  by  men  on  the  street  consists 
of  two  elements  at  the  present  time.  One  is  the  genuine  difference 
in  exchange;  the  other  is  the  depreciation  of  these  K)reign  currencies. 
When  we  speak  of  the  exchange  between  this  country  andGermany 
we  usually  mean  the  number  of  German  marks  that  can  be  bought 
for  an  American  dollar.  You  buy  a  great  number  of  German  marks 
for  an  American  dollar  at  the  present  time  in  this  country,  for  two 

ff^asons 

Senator  Reed.  And  in  Germany. 

Commissioner  Page.  And  in  Germany — for  two  reasons.  One  is 
because  the  German  mark  is  a  paper  mark ;  the  other  is  because  the 
trade  between  this  country  and  Germany  has  been  so  one-sided,  so 
far  as  we  have  had  any,  tnat  the  Germans  are  far  more  in  need  of 
-Vmerican  money  to  settle  accounts  over  here  than  we  are  in  need  of 
German  money  to  settle  accounts  over  there.  That  is  the  true 
exchange.     So  that  what  is  frequently  referred  to  as  exchange  is 

not  reaUy  true  exchange,  but  it  is  a  matter  of  depreciation  of  the 

foreign  money. 
Senator  Reed.  Exactlv.     Now,  just  one  further  question  about 

that. 
The  fact  about  the  matter  is  that  if  Germany's  marks  were  all 

g:old  marks,  then  the  rate  of  exchange  would  simply  represent  the 

cost  of  insurance  and  transportation  to  send  that  gold  to  this  country, 

nnd  that  would  be  a  very  small  thing,  wt)u]d  it  not  ? 
Commissioner  Page.  Yes. 
Senator  Reed.  The  real  reason  for  this  Wide  gap  between  the  value 

*'f  American  dollars  and  German  marks  is  found  in  the  German. 

printing  press  ? 
(\)mmi9sioner  Page.  That  is  the  chief  reason,  so  long  as  the  Ger- 

liians  have  no  gold  to  export.     Even  though  their  currency  were  on 

^i  golJ  basis  in  Germany,  if  they  have  not  the  gold  to  export,  the 
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exchange  m^ht  still  be,  as  it  is  commonly  expressed,  greatly  a^inst 
Germany.     The  exchange  can  be  equalized  either  by  the  tranrfer 
gold,  or  it  can  be  equalized  by  the  transport  of  commodities. 

Senator  Reed.  The  German  mark  having  gone  down  for  the  reason 
we  have  spoken  of,  the  result  is  that  prices  nave  advanced  as  measured 
by  the  mark  in  Germany — ^very  greatly  advanced  ? 

Commissioner  Page.  They  have. 

Senator  Reed.  Would  not  this  whole  <j[uestion  be  answered  if  you 
took  the  value  of  the  goods  in  these  various  countries  measured  by 
that  instead  of  by  an  American  valuation  of  the  goods  ?  I  mean  by 
that,  transmute  values  in  marks  into  dollars.  If,  for  instance.  % 
mark  is  only  worth  6  cents  in  our  money  to-day  and  a  franc  is  worth 
8  or  9  cents,  and  if  you  were  to  take  the  foreign  market  as  the  basis 
for  vour  figuring  and  ascertain  what  the  foreign  price  was,  if  it  was 
paid  for  in  money  that  was  reduced  to  the  ec[uivalent  of  dollars,  then 
the  whole  problem  would  be  solved,  would  it  not  ? 

Commissioner  Page.  Except  for  the  fact  that  the  value  of  those 
foreign  currencies  has  been  subject  to  rather  frequent  fluctuations. 

Senator  Reed.  The  American  market  is  not  stable  either,  is  it  ( 

Commissioner  Page.  No,  sir. 

Senator  Reed.  Mr.  Chairman,  I  suppose  we  will  have  to  go  to  the 
Senate  now. 

Senator  Simmons.  I  just  want  to  ask  one  question,  because  I  am 
afraid  I  did  not  make  myself  quite  clear  awhile  ago. 

You  have  stated  that  in  your  judgment  the  strong  argument,  the 
impelling  argument,  if  there  is  one  in  favor  of  the  American  valuation 
is  the  exchange  situation. 

Commissioner  Page.  Yes,  Senator. 

Senator  Simmons.  It  is  perfectly  competent  for  this  Government 
to  proclaim  a  value  upon  foreign  imports,  is  it  not? 

Commissioner  Page.  Yes,  sir. 

Senator  Simmons.  It  is  very  easy  to  ascertain  the  highest  price  at 
which  any  given  article  sells  for  in  any  given  country  exporting  to 
this  country.  That  can  be  ascertained  from  the  books  in  tne  custom 
house  ? 

Commissioner  Page.  It  can,  Senator. 

Senator  Simmons.  It  is  an  easy  matter  to  find  out  what  is  the 
highest  price.  If  that  highest  price  were  proclaimed  by  the  Govern- 
ment, would  jou  not  avoid  the  exchange  trouble  and  would  you  not 
at  the  same  time  avoid  this  difficultv  that  you  are  lust  talking  about, 
growing  out  of  the  fact  that  under  tne  American  valuation  the  Ameri- 
can producer  can,  by  raising  his  price,  affect  m  his  own  interest  the 
amount  of  tax  that  will  have  to  be  paid  upon  the  article  I 

Commissioner  Page.  If  I  understand  vour  question  correctly. 
Senator^  that  would  be  an  arbitrary  metnod  of  dealing  with  tlus 
situation. 

Senator  Simmons.  And  it  would  be  based  upon  the  highest  price 
at  which  that  article  is  imported  into  this  country  ? 

Commissioner  Page.  I  should  like  to  call  your  att^tion  to  this, 
that  the  purchasing  power  of  these  foreign  currencies  in  the  United 
States  is  a  different  thing  from  the  jpurchasing  power  in  those 
coimtrieSy  the  countries  of  issue.  The  (jrerman  mark  in  the  United 
States  is  worth  just  a  little  more  than  one-half  in  its  purchasing  power 
of  what  the  German  mark  is  worth  in  Germany. 
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The  Cbairmak.  Under  the  schedule  adopted  and  announced  relatmg 
>  these  hearings  and  the  consideration  of  the  valuation  matter  par- 
icularly,  the  committee  will  now  take  a  recess  tmtil  half  past  2  o'clock 
bis  afternoon,  when  a  meeting  until  5  o'clock  will  be  held  in  this 
>om. 

(^  Whereupon,  at  12  o'clock  noon,  the  committee  took  a  recess  until 
.30  o'clock  p,  m.) 

AFTER  RECESS. 

The  conmiittee  reconvened  at  the  expiration  of  the  recess. 
Senator  McCumber.  Mr.  Page,  will  you  resume  the  stand  ? 

STATEMEVT  OF  COMHISSIONES  THOMAS  WALKEB  PAOE— Con- 
tinued. 

Senator  McCumber.  I  believe  when  we  adjourned  this  morning 
you  were  about  to  discuss  the  matter  from  the  standpoint  of  the 
objectors. 

Commissioner  Page.  I  would  hardly  use  the  expression  ''discuss'' 
in  connection  with  the  remarks  that  I  was  makmg  this  morning. 
As  you  know,  I  am  here  merely  to  answer  questions  at  the  request 
of  the  committee,  and  I  have  no  desire  to  enter  upon  a  discussion  of 
this  matter  any  further  than  it  is  involved  in  the  reply  to  specific 
questions  which  the  committee  might  want  to  ask  me  or  on  which  it 
migjht  be  possible  for  me  to  throw  some  light. 

As  the  questions  were  rather  miscellaneous  this  morning,  I  thought 
perhaps  I  would  like  to  call  your  attention  to  the  fact  that  the  decision 
as  to  the  adoption  of  this  measure  will  depend,  in  large  measure, 
upon  the  relative  weight  that  you  give  to  two  considerations,  one  in 
favor  of  and  the  other  antagonistic  to  this  proposed  change. 
Senator  McCumber.  That  is  the  American  valuation? 
Commissioner  Page.  I  mentioned  this  morning  what,  in  my  judg- 
ment, appeared  to  be  the  chief  advantage  to  be  derived  from  this 
change.  1  may  add  this  afternoon  that  the  chief  objection,  so  far  as  I 
have  been  able  to  get  information  relevant  to  this  matter,  lies  in  its 
difiBcnlty  of  enforcement.  It  is  entirely  uncertain  because  almost 
an  entirely  untried  method  of  assessing  duties. 

We  are  changing  the  basis  on  which  duties  are  to  be  assessed,  and 
it  is  humanly  impossible  to  predict  what  the  result  of  that  charge  is 
going  to  be.  An  values  are  fluctuating,  as  is  universally  known 
Doth  abroad  and  in  this  country.  Heretofore  we  have  devoted  all 
our  efforts  to  the  ascertainment,  for  dutiable  purposes,  of  foreign 
valu€8. 

Senator  Shoot.  May  I  interrupt  you  at  this  point?  Don't  you 
think  it  is  just  as  easy  to  find  out  tne  values  in  the  United  States, 
where  we  have  all  the  machinery,  as  it  is  to  find  the  valuations  of 
goods  in  foreign  countries  ? 

Commissioner  Page.  In  the  case  of  the  great  staples  of  commerce, 
that  is  undoubtedly  true. 

Senator  Smoot.  rlinety  per  cent  of  the  goods  manufactured  in  the 
Ignited  States  are  in  that  class  ? 

Commissioner  Page.  I  would  not  venture  to  estimate  what  pro- 
portion is  manufactured  in  the  United  States,  but  it  is  practically  a 
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matter  of  ease  to  get  the  value  either  in  this  country  or  abroad  of 
great  staplas  of  commerce. 

Senator  Smoot.  Those  things  as  to  which  it  is  almost  impossi 
to  get  the  value  abroad  are  the  most  difficult,  or  will  bo  the 
difficult,  ones  to  secure  the  value  of  in  the  United  States  ? 

Commissioner  Page.  That  is  true  up  to  a  certain  point, 
but  there  are  many  things  that  are  imported  into  this  country  for 
reason  that  they  are  not  made  in  the  tJnited  States,  and  there  are 
comparable  goods. 

Tnis  bill  just  passed  b}'^  the  House  provides  that  the  duty  shall  ba 
assessed  on  the  value  of  comparable  and  competitive  goods  of  Amei^ 
ican  origin.  Many  of  our  imports  come,  in  large  measure,  for  tibfl 
reason  that  the  domotsic  products  are  not  quite  comparable  with 

Senator  Smoot.  Well,  the  bill  could  be  amended  so  as  to  take  can 
of  such  items,  could  it  not?  , 

Conimissioner  Page.  There  is  a  provision  for  that.  ^ 

The  provision  is  that  these  goods  shall  be  dutiable  at  their  value  in 
the  United  States.  It  is  difficult  to  find  out  beforehand  what  their 
value  is.  The  matter  appears  to  be  viewed  by  the  customs  officiak 
\nth  a  great  deal  of  trepidation.  I  have  found  no  willing  acquies-  - 
ence  in  the  proposition  from  any  of  the  men  who  have  been  engaged 
in  the  administration  of  the  tariff  law;  that  is,  the  appraisers  and  the 
customs  house  officers.  Their  judgment  in  this  matter  certainly . 
deserves  some  consideration  when  they  represent  it  as  being  a  matt^ 
of  extreme  difficulty  and  uncertainty. 

We  do  not  know  just  how  American  valuations  compare  with 
foreign  valuations  at  the  present  time.  It  seems  impossible  to 
predict  how  thev  will  compare  with  foreign  valuations  two  or  three 
year's  hence.     That,  of  course,  is  in  the  hands  of  the  Gods. 

We  are  changing  the  basis  for  the  assessment  of  ad  valorem  duties 
at  a  time  when  international  commerce  is  already  almost  in  a  condi- 
tion of  chaos. 

Senator  vSmoot.  Have  you  any  idea  as  to  how  we  can  meet  the 
situati(m  of  the  (^xtreme  difference  in  exchange  ?  I  mean,  of  course, 
other  than  by  American  valuation. 

Commissioner  Page.  As  I  said  this  morning,  Senator,  that  is  the 
chief  argumiMit  in  favor  of  the  proposition.  I  do  not  think  it  can  be 
met  in  any  way.  I  think  this  will  be  only  a  partial  remedy  for  it, 
l)ut  there  Is  no  way  on  the  face  of  the  earth  to  meet  the  difference  in 
rates  of  exchange  until  commerce  itself  becomes  more  stable.  The 
only  way  to  meet  the  difficulty  is,  so  far  as  the  welfare  of  this  country 
permits,  to  encourage  i.iiports  from  oiher  cimutries  where  the  ex- 
change is  lowest,  and  in  less  degree  from  oihov  countries.  Of  course, 
that  would  be  done  by  retaining  the  present  basis  of  valuation,  but 
that  is  a  consideratiim  for  Congress  and  not  for  the  Tariff  Commission. 

Senator  Smoot.  But  you  do  not  know  of  any  b(^tter  way  to  meet 
that  situatiou  tlian  tlie  American  vahiation^ 

Commis-siimer  PA(iE.  1  know  of  no  better  way.  In  fact,  I  will  make 
it  stnmger  than  that  by  saying  that  I  know  of  no  way.  This  will  not 
meet  it,  i)ut  it  will  ameliorate  the  inequalities.  It  will,  however,  fall 
short  of  meeting  the  situation. 

Senator  Smoot.  I  was  trying  to  see  if  you  know  of  any  other  plan 
that  wuuhl  meet  the  situation  so  nearly  as  the  American  valuation 
plan  ( 
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i  Commissioner  Page.  Who  was  it  that  said  when  our  own  exchange 
H-  suffering  that  ^Uhe  way  to  resume  is  to  resume  "  i  You  can  not 
uM*t  this  situation.  You  can  not  meet  it  until  foreign  countries 
i^suine. 
Senator  McLean.  Do  you  know  of  any  alternative  that  will  work 
•«  well  as  the  American  valuation  plan  ? 

('«»mniissioner  Page.  I  have  no  way  to  suggest  that  would  meet 
\iK'  situation  at  all.     This  will  meet  it  to  some  slight  extent. 

Senator  McLean.  Well,  do  you  know  of  any  alternative  method 
hat  will  work  as  well  as  this? 

i  Commissioner  Page.  I  know  of  no  other,  and  I  feel  qualified  to  say 
hat  there  is  no  other.  I  think  there  is  no  other  means  of  meeting 
Im?5  diflficulty.  This  country  can  not  escape  the  suffering  that  has 
iniw  upon  the  world  by  reason  of  the  Great  War  and  its  after  effects. 
^V*'  may  be  able  to  physic  our  symptoms  but  not  our  trouble.  We 
have  to  bear  our  part  of  the  burden;  that  is  inevitable. 
S^^nator  McLean.  Yes;  that  is  true. 

rommissioner  Page.  W^e  may  be  able  to  relieve  the  symptoms 
t«*m|H»rarily,  and  we  may  palliate  some  of  the  sufferings  of  our  own 
V**^»ple,  but  we  have  got  to  bear  our  part. 

Senator  Smoot.  Under  the  conditions  existing  in  our  own  country 
and  the  world  generally  we  have  to  do  the  best  we  can  to  protect  our 
industries.  The  adoption  of  this  American  plan  does  not  mean  that 
thv*  policy  must  necessarily  be  followed  hereafter,  so  long  as  we  are 
*'niu  tine  tariff  measures.  If  the  world  should  go  back  to  normal  and 
•li*'  exchange  should  become  normal  in  four  or  five  years,  all  the 
<  *ni<rress  will  have  to  do  will  be  to  go  back  to  the  old  plan  of  imposing 
«iutie?>.  if  it  is  so  desired. 

Cummissioner  Page.  There,  of  course,  Senator,  we  are  dealing  with 
possibilities. 
Senator  Smoot.  Possibilities  ? 

( ommissioner  Page.  And  with  contingencies  of  unknown  develop- 
ment in  the  future.  It  is  not  for  anv  living  human  being  to  know 
what  may  be  the  most  feasible  method  to  do  these  things  in  the 
future. 

Senator  Smoot.  Have  you  any  other  disadvantages  in  your  mind 
than  the  difficulty  of  enforcement  ? 

(Commissioner  Page.  None  that  I  think  of  such  importance  as  to 
niake  it  necessary  to  mention  them  in  connection  with  this  one. 
T\\k  really  includes  practically  all  of  them. 

Of  course,  «•  great  many  objections  have  been  raised  to  this  pro- 
P<«al,  largely  through  a  misunderstanding  of  its  nature.  There  is  a 
widespreiul  and  popular  impression  that  changing  from  a  lower  to  a 
liigber  basis  of  valuation  will  necessarily  mean  the  raising  of  the 
tariff.  You  know,  of  course,  that  that  aoes  not  necessarily  follow. 
.  The  trouble  about  this  is  that  we  are  changing  the  basis  of  valua- 
ti(jn  and  we  do  not  know  how  the  new  basis  compares  with  the  old. 
^^  e  do  not  know  how  rates  on  this  basis  will  compare  with  rates  that 
«re  known  upon  the  old  basis. 

Jl^ere  are  some  things  which  are  selling  in  this  coimtry  now  at  a 
price  that  is  not  higher  than  the  price  of  comparable  goods  of  foreign 
^<^»untries.  There  are  other  goods  that  are  selling  abroad  at  prices 
^hat  are  lower  than  the  American  prices.  If  you  change  the  basis 
y<>w  will,  of  course,  if  you  preserve  the  same  level,  raise  the  tariflf. 
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But  one  of  the  difficulties  involved,  and  one  of  the  elements  of  un- 
certainty in  this  whole  scheme,  is  the  total  inabiUty^  of  the  Member? 
of  Congress,  of  the  TariflF  Commission,  of  the  appraisers  and  custom* 
office^rs,  to  give  you  precise,  trustworthy,  and  accurate  infonoAtior. 
as  to  the  comparison  of  foreign  with  domestic  prices,  and  when  botL 
domestic  and  foreign  prices  are  fluctuating  as  rapidly  as  they  bar*- 
been  in  the  recent  past,  and  as  rapidly  as  they  axe  likely  to  do  in  th» 
future,  you  are  taking  a  step  which  is  necessarily  involved  in  grent 
imcertamty. 

Senator  McCumbeb.  Right  on  that  one  point,  would  you  kindlv 
explain  how,  imder  this  bill,  assuming  that  you  have  examined  it . 
you  would  arrive  at  the  American  valuation  of  many  products  in  tht- 
United  States  that  are  sold  daily  on  the  exchange,  sucn  as  food,  fniir 
products,  cattle,  hogs,  hay,  cotton,  wheat,  etc.,  which  vary  from,  day 
to  day  and  from  week  to  week.  Have  you  thought  of  any  methoii 
by  which  you  would  ascertain  the  prices?  Would  you  have  to  take 
the  number  of  weeks  or  months  or  days  as  a  basis,  or  how  would  tbat 
be  determined  ? 

Commissioner  Page.  That  would  have  to  be  worked  out,  Senator, 
by  the  appraisers.  They  would  have  to  reach  some  workable  regu- 
lation as  to  how  they  are  to  do  this. 

We  have  already  sent  some  men  to  New  York  to  make  such  in- 
vestigation as  is  possible  with  regard  to  foreign  prices  of  the  imports 
that  are  now  coming  in,  and  when  we  have  trustworthy  information 
as  to  these  foreign  prices  on  these  current  imports,  we,  perhaps,  can 
take  up  with  the  appraisers  just  how  they  are  going  to  get  the  Ameri- 
can wholesale  prices  of  these  goods,  so  that  we  can  then  apply  their 
methods  to  find  out  what  the  American  price  is;  and  so,  before  your 
work  is  over,  we  hope  to  lay  before  you  a  comparison  of  foreign  prices 
with  American  prices  on  certain  typical  lines  of  goods  which  will 
enable  you  to  see  what  you  are  doing  a  little  bit  clearer,  in  changing 
this  basis.  That  is,  we  want  to  compare  the  old  basis  with  the  new 
basis,  but  we  can  not  do  that  until  we  know  how  the  appraisers  are 
going  to  get  the  valuation  on  these  things  coming  in. 

Senator  McCumber.  Suppose  there  should  come  into  this  countrr 
as  an  importation  from  oouth  America,  a  shipload  of  hides.  You 
would  then  look  over  the  exchange  market  ana  you  would  find  that 
hides  had  gone  up  or  down  and  that  they  had  fluctuated  day  in  and 
day  out  for  a  week  or  a  month.  Would  your  idea  be  to  take  an 
average  of  a  certain  length  of  time  prior  to  the  entry  of  this  shipload 
of  hides  ?    How  would  you  arrive  at  some  basis  ? 

Commissioner  Page.  The  bill  provides  that  the  value  shall  be 
taken  of  American  goods  on  the  day  of  exportation  of  the  foreign 
goods.  You  take  the  day  on  which  the  hides  leave  South  America, 
and  then  the  appraisers  determine  what  comparable  hides  were 
selling  for  in  the  principal  wholesale  markets  of  tne  United  States  on 
that  day.     That  is  the  provision  in  the  bill. 

Senator  McCumbeb.  That  would  take  care  of  that  proposition, 
then  ? 

Commissioner  Page.  Yes. 

Senator  McLean.  A  great  many  of  the  agricultural  products  are 
specifically  dutiable. 

Senator  Smoot.  Well,  it  is  all  right,  then. 

Commissioner  Page.  They  would  not  be  involved. 
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Take  cattle,  for  instance.  That  would  illustrate,  I  think,  Senator 
JcCumber's  idea.  Let  us  assume  that  the  duty  on  cattle  is  an  ad 
ralorem  duty,  in  part.  Now,  cattle  come  in  from  Mexico  and  from 
^anada,  as  you  know.  The  cattle  are  sold  in  this  country.  When 
ho  Mexican  cattle  come  in  they  are  to  be  made  dutiable  at  such  and 
>uch  a  percentage  of  their  value  or,  rather,  of  the  value  of  comparable 
Vmerican  cattle.  It  will  be  the  duty  of  the  appraiser  to  determine 
KTith  what  American  cattle  the  Mexican  cattle  are  comparable, 
rhey  will  not  be  dutiable,  under  this  bill,  on  the  value  in  Mexico; 
they  will  be  dutiable  on  the  value  of  comparable  American  property. 
Ntiturally,  that  puts  a  great  deal  of  responsibility  upon  the  appraiser; 
it  also  puts  a  great  deal  of  power  into  his  hands.  It  is  inevitable  that 
you  must  give  him  this  power  and  that  you  must  impose  upon  him 
this  responsibility;  but  it  is  for  the  appraiser  to  determine  with  what 
^Vmerican  goods  the  foreign  goods  are  comparable. 

Senator  Smoot.  That  would  be  easy.  There  are  quotations  on 
that  every  day.  You  could  compare  it  with  the  stock  selling  on  the 
market  at  the  same  time. 

Commissioner  Page.  I  am  merely  mentioning  that  as  indicative 
o{  the  way  in  which  it  must  be  done,  and  not  as  an  illustration  of  the 
difficultv  attending  it. 

I  might  mention  the  importation  of  textiles.  Take,  for  instance, 
dress  goods  from  France,  or  worsteds  from  England. 

The  importation  of  worsteds  from  England  will  be  dutiable  in  this 
country,  not  on  the  value  in  England,  but  on  that  of.  the  comparable 
and  competitive  worsteds  made  m  the  United  States.  The  appraisers 
must  determine  with  what  American  worsteds  these  English  worsteds 
are  comparable,  but  it  will  be  a  matter  of  some  difficulty  to  tell  and 
will  put  on  the  appraiser  a  great  deal  of  responsibility;  it  will  also 
give  to  him  a  great  deal  of  power.  The  appraiser  will  have  the  power 
to  put  upon  these  importea  goods  a  higher  or  lower  duty,  by  reaso^ 
of  the  fact  that  he  can  determine  with  what  American  goods  they  are 
comparable. 

The  decision  of  the  appraiser,  I  may  say,  may  be  appealed  to  the 
Board  of  General  Appraisers;  that  is  final. 
Senator  Smoot.  The  same  thing  applies  to-day,  does  it  not  ? 
Commissioner  Page.  Senator  Smoot,  I  would  like  to  repeat  what  I 
said  this  morning — ^I  think  I  said  it  this  morning;  I  know  I  have  had 
It  in  mbd — and  that  is  that  we  can  make  this  American  valuation 
J^ork  in  the  United  States  if  you  give  us  time.     We  have  made  the 
foreign  valuation  work  in  the  United  States  and,  on  the  whole,  and 
in  the  long  run,  it  has  worked  satisfactorily.     There  have  been  cases 
of  undervaluation;  there  have  been  difficulties  in  the  way  of  it,  but 
when  YOU  try  to  form  in  your  mind  a  picture  of  the  thing  as  a  whole, 
1  think  few  will  deny  it  has  worked.     There  is  always  a  sort  of  twilight 
land  of  doubt  about  these  imports.     It  will  not  be  much  narrowed  by 
the  American  valuation. 
Senator  Smoot.  Nor  broadened. 

Commissioner  Page.  Nor  broadened,  but  the  main  difficulty  with 
^"1''  proposed  scheme,  I  repeat,  in  my  judgment,  is  that  it  will,  for  a 
considerable  time,  confuse  the  operation  of  your  task;  it  will  make  it 
^?U^tful  on  the  part  of  the  business  -men  what  the  duties  are  that 
^»  nave  to  be  paid;  it  will  make  for  a  condition  where  business  will 
"6  done  with  some  degree  of  uncertainty,  and  it  will  be  specidative 
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for  some  time  to  come,  and  it  will  throw  into  the  state  of  busjj**-* 
which  is  already  upset  and  more  or  less  chaotic,  another  elemeiit  *^ 
doubt  and  uncertamty. 

It  would  be,  in  many  respects,  better  if  an  experiment  of  lii* 
kind — and  it  must  still  be  looked  upon  as  an  experiment — coul<l  J* 
tried  out  when  conditions  were  more  stable  than  they  are  at  pre-«^<»t 
However,  we  express  the  hope — and  it  is  a  hope — that  this  ^\liien4-.A:i 
valuation  plan  may  do  something  to  relieve  tlie  trouble  from  for»*iiit 
exchanges. 

Senator  Smoot.  If  it  w^ere  not  for  the  serious  conditions  exL^tiii:: 
we  would  not  have  to  make  this  change. 

Commissioner  Page.  Oh,  many  have  thought  of  it  for  many,  ina:i 
years. 

Senator  Gebry.  It  is  a  chaotic  condition  to-day  that  make>  1 1 
experiment  necessary. 

Commissioner  Page.  Yes.     That  was  included  in  my  statement. 

Senator  Gerby.  Would  it  not  be  necessary  for  the  Treasur* 
Department  to  get  out  a  list  showing  what  conunodities  are  compara- 
ble with  others?  Otherwise,  the  (ufferent  appraisers  might  choo^r 
different  commodities  to  compare  with  them. 

Commissioner  Page.  It  would  be  impossible,  Senator  Gerry,  for 
the  Treasury  Department  to  get  out  a  list  of  goods  of  Americit: 
origin  that  are  comparable  with  all  possible  imports  to  this  country 
The  importer  will  be  obliged  to  take  his  chance  as  to  what  Americai 
product  the  importer's  goods  will  be  compared  with. 

Senator  Gerry.  Different  appraisers  then  might  choose  differeu' 
conunodities  as  comparable. 

Commissioner  Page.  Different  appraisers  misht  then  choose  dif- 
ferent commodities  as  comparable.    In  a  case  oi  that  kind 

Senator  Gerry.  So  that  then  you  would  have  varying  duties. 

Conunissioner  Page.  Either  side  might  appeal  to  tne  Board  of 
ueneral  Appraisers.  It  is  inevitable  that  there  will  be  a  great  deal 
of  litigation,  a  great  deal  of  friction,  and  a  great  deal  of  difficultr 
involved  in  a  thmg  as  radical  as  this  is. 

Senator  Gerry.  It  goes  to  prove  what  yoi^  have  been  saying,  that 
all  this  will  cause  delay. 

Senator  Smoot.  There  has  never  been  a  change  in  any  tariff,  up  or 
down,  when  that  has  not  occurred. 

Conunissioner  Page.  It  is  a  question  of  degree. 

Senator  Gerry.  It  will  be  to  a  greater  degree  in  this  case  ? 

Conmiissioner  Page.  This  will  inject  a  greater  d^ee  of  uncer- 
tainty imtil  this  thing  has  been  determined  by  court  decisions  and  bv 
efforts  of  the  Treasury  Department  to  stabilize  the  new  conditions. 

Senator  Gerry.  In  other  words,  it  might  take  a  couple  of  years  i 

Commissioner  Page.  I  would  not  venture  to  predict  how  long  it 
wotild  take. 

Senator  McCumber.  Has  the  Tariff  Commission  formulated  any 
tables  upon  this  new  tariff  bill  showing  the  ad  valorem  rates  under 
the  present  tariff  as  compared  with  what  they  would  be  under  the 
American  plan  under  this  new  tariff  proposition  I 

Commissioner  Page.  We  are  makmg  some  tentative  effort  to  do 
that  now.  We  have  some  men  in  New  York  who  are  working  on  it. 
I  hope  to  be  able  to  send  up  a  few  more  to  make  some  comparison  of 
that  kind,  but  it  has  been  unpossible  thus  far  to  get  any  tnistwortiiy 
information  along  that  line. 
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Senator  McCumber.  Can  you  give  us  any  information  as  to  about 
low  long  it  will  be  before  we  shall  be  able  to  get  such  comparative 
ables  from  the  commission  ? 

Commissioner  Page.  I  should  be  afraid  to  name  a  date,  Senator 
^IcCumber,  because  if  I  did  so  it  would  be  almost  equivalent  to  a 
>roniise,  and  I  could  scarcely  provide  that  information  by  a  certain 
lay:  but  my  hope  has  Ijeen  that  in  the  course  of  a  few  weeks  we 
should  have  some  information  at  least.  However,  that  will  not  be 
15  complete  as  we  should  like.  It  will  be  suggestive,  if  not  de- 
termining. 

Senator  McCumber.  You  can  easily  see,  Mr.  Commissioner,  that 
in  fixing  rates  it  is  very  essential  to  have  information  of  that  char- 
acter before  we  know  what  rates  to  fix  upon  the  several  commodities. 

Commissioner  Page.  Do  you  regard  the  information  used  by  the 
Committee  on  Ways  and  Means  as  not  being  satisfactory  for  fixing 
rales? 

Senator  McCumber.  I  have  looked  in  vain  so  far  to  find  a  founda- 
tion on  which  to  work  on  the  American  valuation. 

Senator  Smoot.  Are  you  working  in  cooperation  with  the  Treasury 
Department  in  this  matter  ? 

Commissioner  Page.  We  are  in  communication  with  them. 

Senator  Smoot.  They  are  working  along  the  same  line,  are  they  not  ? 

Commissioner  Page.  We  are  attempting  not  to  duplicate  any 
work  that  they  are  doing,  but  to  supplement  what  they  are  doing, 
and  to  make  use  of  any  information  tney  may  be  able  to  collect. 

Senator  Smoot.  I  knew  that  the  Treasury  Department  was  work- 
ing alon^  this  line. 

Commissioner  Page.  Yes;  that  is  true. 

Senator  MoCumber.  Are  there  anv  other  questions  that  the 
members  of  the  committee  desire  to  ast  Mr.  Page. 

The  committee  is  very  much  obliged  to  you,  Mr.  Commissioner. 

We  will  now  call  upon  Mr.  Burgess,  of  the  Tariff  Commission. 

STATSKEHT   B7  COHMISSIOITEB  WILLIAM  BUEGESS,   MEM- 
BEE  OF  THE  TAEIFF  COMMISSION. 

Senator  McCumber.  Mr.  Burgess,  you  were  present  while  Mr. 
Page  was  giving  his  testimony  and  you  were  able  to  observe  from 
that  the  line  oi  information  sought  by  the  committee.  The  com- 
puttee  will  be  pleased  if  you  will,  in  your  own  way,  give  it  such 
infonnation  or  throw  such  light  as  you  may  have  on  the  subject  of 
the  American  valuation. 

Commissioner  Burgess.  I  shall  be  very  glad  to  do  so,  Mr. 
Chairman. 

Before  discussing  this  matter  and  before  giving  my  personal 

^ews,  because  as  Dr.  Page  has  said,  the  commission  has  not  acted 

as  a  commission  in  preparing  any  statement  on  which  they  are  all 

agreed,  I  would  like  to  say  that  for  the  last  17  years  I  have  been 

l^ite  closely  associated  with  customs  matters  in  New  York. 

.  Some  time  before  that  I  occupied  the  position  of  American  consul 

in  the  Stratfordshire  district  of  England,  so  that  what  I  have  to  say 

^  based  lai^ely  upon  first  hand  information. 

Senator  Gerry.  Did  you   occupv   any  official   position   in  New 
1  ork  ? 
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Commissioner  Buegess.  No;  not  as  a  Go venmient  official.  It^\ 
resented  some  large  industries  in  looking  after  the  administration  i 
the  laws,  so  far  as  they  pertain  to  these  industries. 

Senator  Gerry.  What  ones,  may  I  ask  ? 

Conmiissioner  Burgess.  The  chma  and  pottery  industries  and  ti 
electrical  industry. 

To  condense,  as  far  as  possible,  what  I  have  to  say  and  not 
occupy  more  of  your  time  than  is  necessary,  I  have  put  my  thougt 
in  writing  so  as  to  be  able  to  speak  directly  to  the  point. 

Changing  of  the  base  for  assessing  duties  from  the  present  sjswi 
of  wholesale  foreign  market  value  to  that  of  the  wholesale  Aineri<"a 
value  is  somewhat  radical.  Difficulties  at  once  present  themselvH 
which,  coming  out  of  the  clouds,  appear  like  mountains,  but  when  lb 
mists  have  passed  away  and  the  subject  is  thought  through,  th<'^ 
mountains  become  as  mole  hills. 

The  advantages  of  the  American  vialuation  plan  so  far  outwei^r 
the  difficulties  as  to  make  the  latter  seem  insimificant. 

The  needs  for  such  changes  are,  first,  the  Toss  of  revenue  to  th 
Government  through  undervaluation;  second,  the  loss  to  the  Amvi 
ican  industries  of  adequate  protection  intended  by  Congress;  third 
the  evident  piu*pose  and  delioerate  intent  on  the  part  of  some  forei 
manufacturers  to  deceive  our  customs  officers  and  investigators  1» 
the  misstatement  of  facts.  This  practice  is  known  to  have  Nh'I 
approved  and  assistance  rendered  to  such  manufacturers  by  cert  a:: 
foreign  Governments  in  the  effort  to  blind  and  mislead  as  to  import  htiJ 
facts  bearing  on  the  true  foreign  market  values.  As  illustrative  •  i 
this  fact,  I  add  to  my  remarks,  but  will  not  take  vour  time  in  readia: 
part  of  an  address  made  by  the  president  of  tne  German  National 
Chamber  of  Conmierce  before  that  body  at  a  meeting  held  in  Berlin 

(The  address  referred  to  will  be  found  at  the  end  of  Commissioner 
Burgess's  remarks.) 

Further  indication  of  interference  with  the  collection  of  prop*: 
duties  on  the  part  of  another  foreign  Government  is  indicated  bv  at 
attempt  to  compel  our  Government  to  discontinue  certain  suit- 
brought  against  some  of  their  manufacturers  and  their  Americnr. 
agents  by  threatening  to  withhold  their  Government  appropriati^D 
for  the  ranama  Exposition,  and  stating  that  such  appropriatior. 
would  not  be  made  wnile  these  suits  were  pending,  as  they  showed  ih- 
unfriendly  attitude  of  our  Government  toward  them  and  thei: 
manufacturers. 

It  has  been  repeatedly  stated  that  the  Government  records  proved 
undervaluation  does  not  exceed  one-tenth  of  1  per  cent  of  the  ivW 
imports.  This  simply  goes  to  prove  how  inadequate  are  the  moAnf 
at  the  disposal  of  our  Government  to  detect  such  undervaluations 
and  collect  proper  duties  thereon. 

In  that  connection  I  would  like  to  say  that  that  statement  is  n*''» 
at  all  correct,  taking  last  year's  importations  into  account. 

Senator  Smoot  this  morning  said  something  about  there  not  heinf 
many  undervaluations  during  the  period  of  the  war.  That,  perhap? 
is  true  to  an  extent,  because  of  the  fact  that  the  administration  of  thf 
law  was  very  lax  at  that  time,  as  everyone  realized  and  knew  that 
foreign  values  were  not  stable  and  could  not  be  secured.  Then,  the 
stress  of  circumstances,  the  decrease  in  the  ntimber  of  employee? 
and  so  on,  made  it  impossible  to  do  the  work  properly.     But,  in  the 
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II*  of  this,  in  the  year  1920, 1  understand  there  were  in  the  neighbor- 
►4k1  erf  600,000  invoice  entries  made.  About  40  per  cent  of  them 
-re  on  the  free  Hst.  About  40  per  cent,  I  think  it  is,  of  that  40  per 
nt  were  specific  duty  goods.  So  that  there  were  comparatively 
w  invoices  entered  on  an  ad  valorem  duty.  I  have  the  figures 
*re,  156,000  invoices,  in  round  figures.  There  were  49,367  invoice 
Ivances  made  on.  entry  by  the  importer  or  advanced  after  entry 
y  the  Government,  showing  that  one-tenth  of  1  per  cent  claim  is  an 
nfair  statement. 

Senator  Simmons.  What  would  be  a  fair  statement?  You  say 
lai  one-tenth  of  1  per  cent  is  an  unfair  statement.  What  do  you 
link  would  be  a  fair  statement  ? 

r  ummtesioner  Burgess.  According  to  these  figures,  it  would  look 
^  be  about  25  per  cent  of  the  ad  valorem  invoice  entries,  the  goods 
•a-;ed  upon  ad  valorem  duties. 
Senator  Smoot.  And  the  specific  duties  are  not  in  question. 
Senator  Simmons.  You  mean  to  say,  then,  do  you,  that  one-fourth 
>f  the  goods  upon  which  ad  valorem  duties  were  imposed  were 
unlervalued  ? 

Commissioner  BtXRGESs.  As  the  invoices  came  to  this  country.  It 
s  this  way.  Senator:  When  an  invoice  is  advanced  by  the  appraiser 
)ther  importers  will  take  notice  of  this  advance,  and  will  add  to  make 
the  market  value,  so  as  to  avoid  the  penalty  and  difficulty  with  the 
Government,  so  that  the  actual  number  of  undervaluations  is  impos- 
sible to  tell. 

Senator  Si^moxs.  Do  you  mean  to  say  that  the  importer  would 
voluntarily  increase  the  invoice  price  ? 
Commissioner  Burgess.  Yes. 

Senator  Simmons.  And  raise  it  to  a  satisfactory  price  ? 
Commissioner  Buboess.  Yes. 

Senator  Simmons.  Eliminating  these  figures,  or  this  increase, 
voluntarily  made,  what  would  be  the  per  cent  of  valuation  that 
would  be  m  controversy? 

Commissioner  Burgess.  I  have  no  data  or  means  of  giving  an 
answer  to  that  question. 

Senator  Gerry.  When  you  said  25  per  cent  that  was  a  surmise 
without  any  very  definite  mformation  ? 

Commissioner  Burgess.  No,  sir.  These  figures  are,  I  think,  sus- 
ceptible of  proof.  There  were  about  156,000  invoices  based  on  an 
a<l  valorem  rate  of  duty,  out  of  which  49,367  invoices  were  either 
ftt  the  time  of  entry  advanced  or  raised  by  the  appraiser  after  entry. 
The  evasion  of  the  payment  of  full  taxes  of  any  character  is  a 
latter  of  common  Imowledge;  where  the  incentive  exists,  the 
practice  of  evasion  is  sure  to  follow.  This  is  true  regarding  real 
estate  taxes  and  personal  taxes.  Why  is  it,  then,  inconceivable 
that  the  foreign  manufacturer  or  exporter,  who  has  no  interest  in 
our  Government,  ^ould  go  to  the  limit  of  undervaluation  where  the 
^^ty  tax  upcm  his  product  runs  from  10  per  cent  to  60  per  cent  of 
its  value  I 

^VssesBmg  duties  upon  foreign  value  is  Uke  taxing  real  estate 
^ere  the  collector  happens  to  reside  instead  of  where  the  property 
is  located.  It  wotdd  be  like  a  man  in  New  York  assessing  and  col- 
lectiog  taxes  upon  property  in  Califorma.    Inasmuch  as  the  tax 
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would  be  collected  in  New  York,  would  it  not  be  to  the  interest 
not  only  the  owner,  but  the  officials  of  the  State  of  California^ 
report  the  assessment  as  low  as  possible  ? 

That  this  is  not  merely  a  supposition,  but  an  actual  fact,  I  wo 
like  to  refer  the  committee  to  an  elaborate  report  nmde  to  the 
retary  of  the  Treasury  by  a  conunission  appointed  to  invest 
the  wholesale  market  value  of  French  china  made  at  Limoges 
December,  1912. 

Senator  Simmons.  We  have  had,  from  the  very  beginning^, 
matter  of  foreign  valuation  written  into  our  tariff  laws.    Do 
contend  that  these  undervaluations  are  more  flagrant  now  and  ni 
universal  now  than  they  have  been  in  the  past  ? 

Commissioner  Burgess.  No,  sir,  I  do  not;  but  I  know  fro 
experience  in  the  last  20  years  that  it  has  been  a  continual  pe 
formance. 

Senator  Simmons.  In    that   period   we   have   framed    two    tan 
bills.     I  do  not  recall  now  wnether  there  was  any  sugj^estion 
changing  the  traditional  method  of  valuing  imports.    There   w 
talk,  just  as  there  is  always  talk,  about  undervaluation,  and  sugg 
tions  of  possible  and  probable  remedies  for  that  condition,  but 
was  never  contended  that  we  should  chang[e  the  system  and  metb 
of  valuation  because  of  these  undervaluations  in  exceptional 
and  I  am  asking  now  whether  the  situation  with  reference  to  that 
any  different  from  what  it  was  when  we  framed  these  other  tai 
bills.     Is  there  anything  in  the  present  valuation  of  foreign  import 
that  indicates  that  undervaluation  is  greater  now  or  that  it  is  n 
sorted  to  to  a  greater  extent,  or  that  valuations  are  lower  in  pn 
portion  to  actual  values  now  than  heretofore. 

Commissioner  Burgess.  I  do  not  think  so,  as  far  as  actual  under 
valuations  go,  but  on  account  of  unsettled  conditions  the  difiicuit 
in  securing  the  foreign  market  is  very  much  greater  than  it  was. 

Senator  Simmons.  On  the  contrary,  is  it  not  true  that  it  has  dev<»J* 
oped  from  your  investigation  and  from  the  investigation  we  ha«l 
with  reference  to  dumping,  that  foreign  values  are  higher  than  th#»y 
have  ever  been. 

Commissioner  BimoEss.  That  is  true,  but  that  is  also  true  with 
all  American  products.  They  are  very  much  higher  than  they 
were.     In  the  case  of  German  goods,  for  instance 

Senator  Simmons.  The  foreign  valuations,  as  developed  from  th*t 
investigation,  are  so  high  now  tnat  they  have  approximated  Ameri<*an 
values  ( 

Senator  Smoot.  In  some  cases. 

Senator  Simmons.  Yes. 

Commissioner  Bukqess.  They  are  exceptional  cases,  I  think 

Senator  Simmons.  In  other  words,  I  am  trying  to  get  you  to  the 
point  of  considering  the  question  of  whether  there  is  not  less  reaM>D 
m  the  actual  conditions  and  practices  of  the  day  for  finding  and 
adopting  some  other  method  because  of  undervaluation.  That 
seems  to  be  the  point  you  are  raising,  and  has  been  the  condition  in 
the  past,  and  at  the  time  we  adopted  these  other  tariff  measures. 

Commissioner  Burgess.  As  far  as  confining  the  answer  to  that 
specific  question,  I  should  say  the  principal  reason  for  making  Ck 
cnange  would  be  the  difficulties  of  securing  the  foreign  market  value. 
You  have  spoken  of  the  higher  values  abroad.     It  is  true  that 
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jermany,  for  example,  in  certain  lines  of  industry  advanced  her 
j^oods,  the  Government  had  a  bill  before  the  Reichsti^  to  make  the 
?xport  values  150  per  cent  above  the  home  market  vames,  and  then 
she  was  going  to  tax  the  manufacturer  00  per  cent  of  that  150  per  cent 
as  an  excess-profits  tax.  That  bill,  however,  did  not  become  a  law. 
[t  was  defeated  in  the  Reichstag.  But  manufacturers,  anticipating 
that  it  would  become  a  law,  added  that  150  per  cent  to  their  home 
market  value  and  "put  it  over,"  to  use  the  slang  expression,  with  the 
American  buyer.  When  the  bill  did  not  become  a  law,  the  German 
manufacturers,  realizing  how  easy  it  was  to  get  that  150  per  cent,  con- 
tinued to  extort  and  pocket  that  money,  and  are  to-day,  or  were  up 
to  the  time  of  the  antidmnping  provision,  reaping  the  benefits  of  that 
advance.  The  importer  was  simply  paying  the  duty  on  the  home 
market  value,  which  is  60  per  cent  of  the  actual  price  he  paid  for  the 
goods. 

Speaking  of  the  American  valuation  plan.  Senator,  I  would  like  to 
call  attention  to  the  fact  that  it  was  proposed  at  the  time  of  the 
formation  of  the  Payne-Aldrich  bill.  A  proposition  was  put  to  that 
committee  at  that  tune.  You  will  find  my  statement  in  the  House 
hearings  of  that  date.  • 

Senator  Simmons.  I  was  a  member  of  the  committee  at  that  time, 
and  while  I  will  not  say,  of  course,  that  you  are  not  correct  in  your 
statement,  I  do  say  I  do  not  think  it  was  seriously  considered. 
Commissioner  Buroess.  It  was  not  seriously  considered. 
Senator  Simmons.  From  my  remembrance,  anyhow. 
Conunissioner  Burgess.  The  only  outcome  of  those  deliberations 
was  the  introduction  into  the  law  of  section  11  of  that  bill,  providing 
tti^  an  alternative  to  foreign  value,  taking  the  value  the  American 
selling  price,  making  deductions  to  bring  it  oack  to  the  foreign  market 
price.    I  don't  know  whether  you  recall  that  provision  or  not,  but 
that  was  the  provision  that  Mr.  Payne  himself  told  me  that  he  had 
thought  out  as  most  that  could  be  accomplished  at  that  time. 

Speaking  of  the  diffictilties,  in  1909, 1  think  the  date  was,  Secretary 
Mc^eagh  appointed  an  appraisement  commission  to  go  into  that 
question  of  loreign  valuations,  or  the  assessing  of  valuations  on  a  f  or- 
^)gn  basis,  and  1  would  like  to  refer  thcf  committee  to  that  commis- 
sion's report,  if  they  want  actual  facts,  of  March,  1909.  It  goes  into 
the  subject  very  elaborately,  covering  over  1,100  typewritten  pages, 
showing  how  the  consular  certificates  were  of  little  value;  how  the 
examination  of  the  values  of  that  country  was  largely  a  local  matter, 
no  actual  appraisement  upon  the  foreign  market  value  and  had  little 
knowledge  of  foreign  market  value ;  that  foreign  chamber  of  commerce 
reports  were  absolutely  worthless,  and  that  the  knowledge  of  the 
examiner  was  based  almost  entirely  upon  the  importer's  invoice. 

Senator  Simmons.  I  was  not  here  during  the  beginning  of  your 
testimony.     I  do  not  know  what  your  business  is. 
Commissioner  Buroess.  I  am  a  member  of  the  Tariff  Conunission. 
^nator  Simmons.  I  beg  your  pardon.     I  will  not  ask  you  the 
question  I  intended  to  ask. 

Commissioner  Burgess.  I  am  not  speaking  as  a  member  of  the 
Tariff  Commission. 
Senator  Simmons.  I  will  not  ask  you  the  question. 
Senator  Gerry.  I  would  like  to  ask  the  witness  a  question.     You 
spolce  of  representing  certain  industries  in  New  York.     How  did  you 
J^present  tnose  industries  ? 
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Commissioner  Burgess.  I  watched  the  importations  of 

Senator  Gerry  (interposing).  I  do  not  thmk  you  entirely  und 
stood  me.    Were  you  employed  by  certain  industries? 

Commissioner  Burgess.  Yes,  sir. 

Senator  Gerry.  What,  may  I  ask  ? 

Commissioner  Burqess.  Tm  United  States  Potters'  Association  wai 
the  principal  industry.  That  was  my  own  business,  eati  I  gave  mr 
principal  time  to  that. 

Senator  Gerry.  And  you  were  employed  by  them  to  watch  tim 
tariff  situation  ? 

Commissioner  Burgess.  Yes,  sir;  I  simply  made  that  statement  t^ 
show  that  I  had  first-hand  knowledge. 

Senator  Gerry.  Qualifying  as  an  expert  ? 

Commissioner  Burgess.  Yes.  The  Crorernment  is  losing  larg^ 
amounts  of  revenue  from  the  fact  than  many  manufacturers  ani 
groups  of  manufacturers  feel  that  they  are  complying  with  the  letter 
of  our  law  if  they  can  in  any  way  estaUish  a  foreign-market  valut*. 
regardless  of  the  actual  sellmg  price  or  oost  of  production.  Surk 
manufacturers  invoice  their  goods  at  or  below  the  cost  of  production, 
and  paying  duty  upon  that  low  valuation  reap  enormous  profits  from 
the  sales  made  in  this  country.  There  are  foreign  gpods  to-day 
coming  into  this  market,  which,  when  sold  on  the  American  market. 
show  a  profit  running  from  100  to  300  per  cent  of  their  factory  ctxi. 
One  case  I  have  in  mind  came  under  my  notice  within  the  year, 
showed  a  profit  of  1,750  per  cent,  the  actual  goods  costing  24  cent* 
abroad.  That  was  a  retail  sale,  however,  which  made  it  larger  than 
others.  The  goods  sold  at  S4.20  a  dozen,  and  the  foreign  cost  wa« 
24  cents. 

A  striking  illustration  of  the  truth  of  that  statement  came  to  my 
notice  recently  when  a  group  of  manuiacturers  were  selling  at  appar- 
ently a  uniform  price  to  and  througn  their  agents  in  the  I  nit<»*: 
States.  An  American  buver  could  not"  go  into  this  forei^  markw 
and  make  any  direct  purchases  from  these  manufacturers,  C)ut  couio 
only  buy  through  ttxeir  American  representatives.  All  factork- 
were  not  in  that  .combination.  An  mdependent  buyer  made  a 
direct  purchase  from  one  of  these  outside  factories  at  what  he  believn. 
to  be  the  lowest  wholesale  price  on  that  market,  and  placed  a  lanro 
contract  on  these  terms.  It  was  found  later  that  that  actual,  btmii 
fide  wholesale  transaction  was  made  at  a  price  250  per  cent  aluJVi' 
the  invoice  value  of  similar  goods  exportea  by  that  group  of  manu- 
facturers.  That  importer,  of  course,  found  it  impossible  to  compt»t<* 
with  goods  paying  a  duty  based  on  so  much  lower  value  than  thh 
actual  purchase  price,  and  was  compelled  to  cancel  the  order*  It  i^ 
since  tne  first  of  January  this  matter  occurred,  so  it  is  up  to  date  fact^. 

Senator  Simmons.  That  was  a  case  of  gross  undervaluation,  wa- 
it not  ? 

Commissioner  Burgess.  It  is  continuing.  That  ctoud  are  brin^inc 
their  ^oods  in  at  the  low  value.  The  report  was  tnat  the  high  pricf 
at  which  the  actual  purchase  was  made  was  overvaluation. 

Senator  Simmons.  Do  you  mean  he  paid  a  ficticious  price  i 

Commissioner  Buroess.  No.  He  paid  the  price  he  nad  to  pay, 
the  actual  market  value,  but  the  duty  to-day  is  being  baaed  and 
collected  upon  the  low  value. 
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Senator  Simmons.  Was  it  not  rather  strange  that  a  transaction  of 
)at  kind  could  occur  without  the  facts  being  brought  to  the  attention 
I  the  American  appraisers  ? 

Conunissioner  Burgess.  That  matter  was  brought  to  the  attention 
r  the  Am^4can  appraisers. 
Senator  Simmons.  What  did  they  do  about  it  ? 
Conuniseioner  Burgess.  After  several  months  deliberation  the 
epartment  came  to  the  conclusion  that  as  all  this  special  ^oup  of 
manufacturers  were  sending  their  goods  over  at  that  low  price,  that 
ra^i  therefore  the  wholesale  market  price  in  that  country. 

Senator  SniMONS.  Do  you  think  their  conclusion  was  a  valid  and 
I'asonable  one  i 
Conunissioner  Burgess.  I  personally  did  not  feel  that  it  was. 
Senator  Simmons.  Do  you  not  think  that  was  a  case  where  the 
ippraisers  were  grossly  n^ligent  and  indifferent  to  the  interests  of 
lus  country  ana  in  the  enforcement  of  the  laws  of  this  country? 
The  appraisers  in  that  instance  were  as  much  to  blame  as  the  man 
*h(>  practiced  the  fraud. 
( ommissioner  Burgess.  The  facts  speak  for  themselves,  sir. 
Senator  Simmons.  I  think  they  do  speak  very  powerfully  against 
mr  appraiser's  office,  if  that  is  true. 

Commissioner  Burgess.  I  think  that  can  all  be  substantiated  by 
actual  figures  and  names  and  dates,  etc. 

It  is  quite  natural  that  opposition  to  this  method  should  arise  on 
tlie  part  of  importing  interests,  especially  some  of  those  who  feel 
that  their  property  will  be  assessed  at  nearer  its  real  value  and  taxes 
<  (Elected  thereon. 

You  will  hear  such  expressions  as  ''The  method  is  absolutely 
impracticable  and  unworkable,"  **It  will  ruin  the  importing  interests 
of  the  country,"  **It  is  impossible  to  find  comparable  articles  on  which ^ 
to  base  values,"  'Because  the  law  requires  that  duties  shall  be  as- 
s«»ssed  uniformly  at  all  ports,  it  is  impossible  to  find  a  chief  market  or 
markets." 

Senator  Simmons.  You   are    talking   now   about    the   American 
valuation  ?     " 
( ommissioner  Burgess.  Yes,  sir.     These  are  the  objections. 
Si.*nator  Simmons.  Then  you  have  finished  your  statement  as  to 
the  objections  to  the  present  method  of  valuation  ? 

Commissioner  Burgess.  I  have  simply  finished  that  part  that 
refers  to  the  reason  that  1  feel  that  the  American  valuation  should 
W  put  into  law  and  into  effect. 

Vnator  Simmons.  Then  I  understand  you — and  I  am  interrupting 
you  now  because  I  want  to  get  this  Out  oefore  you  discuss  why  you 
think  the  American  valuation  ought  to  be  substituted — is  the  com- 
mittee to  understand  that  your  fundamental  objection  to  the  present 
method  of  valuation  is  the  abuse  of  undervaluation  ? 
Commissioner  Burgess.  That  is  one  of  them. 

Senator  Simmons.  That  is  the  only  argument  I  have  heard  you 
make. 

Commissioner  Burgess.  It  is  one  of  them.  There  are  other 
reasons. 

-Senator  Simmons.  You  have  other  objections  you  will  present 
*gwnst  the  present  method  of  valuation  ? 
Commissioner  Burgess.  Yes;  I  hope  so. 
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Senator  Simmons.  I  wanted  to  know  if  that  was  all. 

Commissioner  Bukgbss.  No.  The  great  objection,  one  of  the  chid|| 
objections,  has  already  been  brought  out,  the  matter  of  exchanges.] 
but  we  will  come  to  that.  I 

Senator  Simmons.  That  will  be  brought  out  by  some  other  witness,! 
not  by  you  ?  | 

Commissioner  Burgess.  No;  I  will  bring  it  out  later.  Iwassimplr 
voicing  some  of  the  objections  I  have  heard  against  the  American 
valuation.  Others  were  ^'It  is  impossible  to  find  uniform  and  true 
values, ''  *'The  Government  employees  have  ng  knowledge  of  Ameri- 
can values,  and  it  would  require  a  complete  revision  of  flieir  present 
fund  of  information." 

Senator  Smoot.  You  are  reciting  now  the  objections  that  have  beer, 
made  to  the  American  valuation  ? 

Commissioner  Burgess.  Yes,  sir.  ^ '  It  would  be  revolutionary  anu 
disturbing  methods  that  have  been  in  existence  for  generations.^*  !i 
is  quite  true  that  it  will  arouse  some  employees  of  the  Government 
to  real  activity  in  an  effort  to  secure  information  as  to  real  American 
values.  It  is  true  that  all  goods  will  have  to  be  actually  appraisei! 
whereas  comparatively  few  imported  goods  are  now  actual:;* 
appraised. 

It  is  true  they  are  at  present  examined  and  the  invoices  checked  up 
but  as  to  actual  appraisement  based  on  actual  first-hand  knowledge 
of  foreign  values,  there  is  little  or  no  such  appraisement. 

In  the  past  and  at  present  the  actual  practice  is  an  easy  job  \^\ 
simply,  first,  assuming  the  importation  invoices  to  be  correct,  anii 
second,  if  in  doubt,  comparing  it  with  his  fellow  importer's  invoicr 
for  the  same  class  of  goods  from  the  same  district.  Tne  actual  carr}  - 
ing  out  of  the  spirit  and  letter  of  the  present  law  would  require  an 
army  of  experts,  clothed  with  such  power  as  it  is  impossible  to  secure 
to  ^o  through  the  world  to  find  the  actual  foreign  market  value* 
WiUi  the  exception  of  a  few  large  staple  industries,  it  is  well  known 
by  all  who  have  come  in  contact  with  the  present  method  of  assessing 
duties  that  valuations  are  very  largely  matters  of  guesswork,  without 
any  positive  knowledge  as  to  facts. 

As  to  the  advantages,  the  assessment  of  duties  upon  an  American 
valuation  is  not  a  new  idea  in  tariff  legislation,  but  the  carrying  i»ut 
in  detail  of  this  proposition  has  not  been  before  gone  into  witli  a 
thoroughness  as  is  being  undertaken  at  this  time. 

The  first  tariff  law  of  June  4,  1789,  provided  that  duties  shall  be 
assessed  upon  "The  value  thereof  at  the  time  and  place  of  importa- 
tion." 

This  method  of  assessing  duties  has  been  advocated  by  many  oi 
our  leading  statesmen,  running  througli  our  Nation's  history. 

May  1  enumerate  some  of  the  advantages  ( 

First,  assessing  an  ad  valorem  duty  upon  an  ^Vmerican  wholesale 
selling  price  will  recjuire  a  much  lower  rate  of  duty  than  when  bas*Hi 
upon  foreign  valuation.  The  people  of  our  country,  knowing  notliin;^ 
aoout  the  assessing  of  rates  upon  any  commodity,  always  assume  that 
that  rate  has  been  assessed  and  duty  paid  upon  the  price  which  they 
have  paid  for  the  goods  in  question. 

Senator  Simmons.  Pardon  me  for  interrupting  you.  You  say  that 
adopting  the  American  valuation  will  call  for  much  lower  rates  i 

Commissioner  Bukgess.  Rates  of  dutv. 
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Senator  Simmons.  Rates  of  duty.    Now,  I  saw  a  statement  in  the 

rapers  that  Mr.  Fordney  said  the  duties  imposed  in  this  bill  were  about 

hose  of  the  Pajme-Aldrich  bill.    Can  you  give  us  any  idea  how  much 

hose  rates  will  be  increased,  not  the  rates,l)ut  how  much  the  tax  will 

>e  increased  by  reason  of  this  new  method  of  valuation  ? 

Conajnissioner  Bubgbss.  It  will  depend  entirely  on  the  particular 

•ommodity.  Senator  Simmons.     Some  amounts  of  duty  will  be  less 

han  the  rayne-Aldrich  bill  and  a  little  more  than  the  Underwood 

nil.     Others  will  be  higher  than  the  Underwood  bill.    But  I  believe 

that  it  was  the  intent,  m  a  general  way,  to  keep  the  rates  as  near  to 

the  Payne-Aldrich  rates  as  possible,  an  equivalent  rate. 

Senator  Simmons.  You  do  not  auite  catch  what  I  wanted.    You 

said  the  duties  would  be  lower  or  snould  be  lower. 

Conunissioner  Burgess.  The  rates  of  duty. 

Senator  Simmons.  The  rates  of  duty  should  be  lower  if  this  new 

method  is  adopted.     If  the  Payne-Aldrich  rate  was  a  proper  rate,  if 

tlie  average  of  the  Aldrich-Payne  rate  was  a  proper  rate,  now  much 

\ower  do  you  think  the  rates  of  this  tariff  bill  ought  to  be  J 

Commissioner  Bubgess.  In  proportion  to  the 

Senator  Simmons  (interposing) .  Assuming  that  the  Payne-Aldrich 

rates  were  as  high  as  they  ought  to  have  been,  and  high  enough  for 

the  orient  situation,  how  much  lower  do  you  think  they  ought  to  be 

made  because  of  this  new  method  ? 

Commissioner  Bubgess.  There  are  several  elements  that  must  be 

taken  into  consideration  in  that  transposition  of  figures,  bringing  it 

to  the  American  valuation.     Take  the  foreign  value  of  any  article 

under  the  present  system  up  to  100  per  cent,  and  if  the  duty  on  that 

article  is  25  per  cent  and  if  the  cost  of  brining  it  to  this  country,  with 

incidentals,  profits,  possibly,  is  10  per  cent,  that  would  make  the 

^Vmerican  selling  price  equal  to   135  per  cent;  so  that,  instead  of 

having  25  per  cent  on  the  foreign  value,  it  would  require  18.71  per 

cent  to  make  the  equivalent  on  the  American  basis. 

Senator  Simmons.  To  make  the  rates  of  the  present  law  conform  to 

the  rates  of  the  Payne-Aldrich  law,  the  amount  of  the  rates  would 

have  to  be  lower  than  the  Payne-Aldrich  rates.     Can  you  give  me 

any  idea,  speaking  generally  and  approximately,  how  much  lower  they 

oupht  to  be  to  equal  in  effect  the  rayne-Aldrich  rates  ? 

Commissioner  jBubgess.  Stripping  the  question  of  all  incidental 

expenses  and  profits,  and  so  on,  in  this  country,  the  equivalent  rate 

would  be  as  follows:  If  the  rate  was  10  per  cent  on  the  present  basis, 

it  would  be  equal  to  9.09  of  1  per  cent  on  the  American  valuation ;  if 

|t  was  15  per  cent  on  the  present  basis,  it  would  be  equal  to  13.04; 

iHt  was  20,  it  would  be  16.66;  if  it  was  25,  it  would  be  20;  if  it  was 

30.  it  would  be  23.07;  if  it  was  35,  it  would  be  25.92;  if  it  was  40,  it 

^ould  be  28.57:  if  it  was  45,  it  would  be  31.03;  if  it  was  50,  it  would 

^p  ^3.33:  if  it  was  55,  it  would  be  35.55;  if  it  was  60,  it  would  be 

37,50;  if  it  was  65,  it  would  be  39.33. 

''>enator  SiMMOKs.  You  are  dealing  with  one  article  ? 

Commissioner  Burgess.  Anv  article.  That  is  applicable  to  any 
rate. 

Senator  Simmons.  When  we  got  the  average  of  the  Payne-Aldrich 
I'ate  and  found  it  was  18  per  cent,  we  were  dealing  with  the  whole 
volume  of  all  invoices,  and  it  paid  18  per  cent.  Now,  what  would  be 
^he  equivalent  rate  if  we  adopt  this  new  method  ? 
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Commissioner  Burgess.  It  is  impossible  for  anyone  to  answer  tl 

Senator  Simmons.  If  you  can  tell  now  as  to  specific  articles, 
can  you  not  tell  it  when  we  group  all  the  articles  and  tell  you 
the  rate  is  ? 

Commissioner  Bubgess.  Because  we  do  not  know  in  what  pi 
tion  those  various  articles  will  be  imported  into  this  country,  nut 
best  estimate  that  I  know  shows  about  19,  or  18^  or  19  per  cent. 

Senator  Simmons.  They  were  only  18  under  the  Payne-Aldi 
bill,  and  you  say  they  would  be  lower  if  we  change  the  method  of  vali 
ation  that  bill  was  based  on  ? 

Commissioner  Burgess.  Let  me  see.    Am  I  right  about  that  i 

Senator  Simmons.  You  said  it  ouffht  to  be  lower.  . 

Commissioner  Burgess.  It  is  only  about  one-half  of  1  pea*  cenu 
It  is  17i,  possibly,  instead  of  18.  Was  not  the  Payne-Aldrich  biB 
18i? 

Senator  Simmons.  It  was  something  about  18. 

Commissioner  Burgess.  I  think  it  was  18^. 

Senator  Simmons.  Then  you  tell  the  committee  that  the  effect  f»f| 
the  American  valuations  upon  the  tax  rate  would  be  only  about  I 
per  cent  ? 

Commissionr  Burgess.  Practically  the  same  rate. 

Senator  Smoot.  On  all  importations  ? 

Senator  Simmons.  Yes;  on  all  importations. 

Commissioner  Burgess.  On  the  total  importations. 

Senator  Smoot.  Free  list  and  all. 

Senator  McCumber.  How  could  you  tell  that,  Mr.  Burgess,  with* 
out  knowing  what  the  American  valuations  are  ? 

Commissioner  Burgess.  You  can  not  tell  it,  sir.  It  is  only  a  rough 
estimate  made  in  the  committee  of  the  House. 

Senator  McCumber.  If  the  American  valuation  was  100  per  cent 
higher  than  the  foreign  valuation,  then  the  reduction  would  be  very 
much  smaller,  to  get  the  same  amount  of  tariff  out  of  it  iivnth  the  same 
protection. 

Commissioner  Burgess.  Yes,  the  rate  would  be  very  much  lower. 

Senator  McCumber.  Very  much  lower? 

Commissioner  Burgess.  Yes,  sir. 

Senator  McCumber.  But,  as  I  understand  you,  according  to  your 
statement,  that  would  add  about  1  per  cent  to  the  18  t  Where  it  was 
IS,  it  would  be  19  ^ 

Commissioner  Burgess.  I  think  it  is  a  little  less.  I  think  the 
estimated  figures  show  a  little  less  than  the  Payne-Aldrich  law. 

Senator  JSimmoxs.  I  understood  that  the  estimated  value  showed 
that  the  rate  would  be  about  the  same  in  this  bill  as  in  the  Pavne- 
Aldrich  bill,  but  you  say  that  the  injection  of  the  American  valua- 
tion adds  about  1  per  cent.  If  that  is  18  in  the  Payne-^Udrich  bill, 
upon  the  present  basis  of  valuation,  the  old  basis  of  valuation,  it 
would  be  19  per  cent  under  the  new  basis  of  valuation  i 

Commissioner  Burgess.  It  would,  according  to  your  statement, 

t  I  intended  to  correct  that  statement,  because  I  am  pretty  i»urt» 
^"  estimate  made  by  the  committee  showed  that  it  was  from  I  per 
fV^rt  to  half  a  per  cent  less  than  the  Payne-Aldrich  bill.  They  were 
PAT>f  se  together  that  it  did  not  amount  to  very  much,  and  couU 
9o  oio  be  tmrown  one  way  or  the  other  when  the  actual  figured  were 
tabulated  at  the  end  of  the  fiscal  year. 
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I  was  about  to  say  that  the  people  of  our  country^  knowing  nothing 
ibout  the  assessing  of  rates  upon  any  commodity,  always  assume  that 
that  rate  haabeen  assessed  and  the  duty  paid  on  the  price  which  they 
have  paid  for  the  goods  in  question,  and  this  error  has  not  always 
()een  corrected  by  campaign  stiunp  speakers.  A  person  buying  a 
suit  of  clothes  at  $25  on  which,  let  us  say,  the  rate  of  duty  is  60  per 
cont.  immediately  assumes  that  $12.50  duty  has  been  paid. to  the 
Government  upon  that  suit  of  clothes.  The  fact,  however,  being 
that  the  duty  was  actually  assessed  on  the  cloth  entering  into  that 
suit  of  clothes,  which  might  possibly  have  been  valued  at  $5  and  a 
duly  paid  of  $2.50. 

E.xaminations  made  by  me  in  the  22  diflferent  commodities,  carry- 
ing duti^  under  the  old  law  from  45  to  60  per  cent,  showed  that  tne 
amount  of  duty  in  no  case  was  greater  than  12  per  cent  of  the  retail 
price,  but  averaged  between  9  and  10  per  cent.  Therefore,  assessing 
the  duty  on  the  American  wholesale  selling  price  would  be  more  in 
harmony  than  what  the  mass  of  people  now  believe  to  be  true. 

Senator  Simmons.  Let  me  ask  you  another  question,  going  back  to 
what  we  were  discussing  just  now.     This  18  per  cent  we  were  talking 
about,  the  average  rate  m  the  Payne-Aldricn  bill,  is  the  average  oi 
all  importations.  Doth  on  the  free  list  and  on  the  dutiable  list  ? 
Commissioner  Burgess.  Yes,  sir. 

Senator  Simmons.  What  would  be  the  rate,  calculated  on  the  basis 
of  dutiable  invoices  only  ? 

Commissioner  Buroess.  Assuming  the  figures  that  I  gave  before, 
that  out  of  the  total  imports  of  last  year  40  per  cent  of  tnem  were  on 
the  free  list,  then  it  would  be  that  18  per  cent  would  have  been  col- 
lected on  about  60  per  cent  of  the  total  imports. 

Senator  Simmons.  What  would  be  the  average  on  the  dutiable 
imports,  as  distinguished  from  the  average  on  the  total  imports? 

Cbmniissioner  Burgess.  It  would  be,   according  to  this  figure, 
about  30  per  cent. 
Senator  Simmons.  About  30  per  cent  ? 
Commissioner  Burgess.  Yes,  sir. 

Senator  Simmons.  To  what  extent  would  the  new  valuation  increase 
that  rate  ? 

Commissioner  Burgess.  That  is  based  on  the  new  valuation. 

Senator  Simmons.  You  mean  you  reached  your  conclusion  on  the 
basis  of  the  new  valuation  ? 

Commissioner  Burgess.  Yes,  sir.  That  is  the  present  rate,  ac- 
cording to  the  House  Committee. 

Senator  Simmons.  What  was  the  Payne- Aldrich  rate?  What 
would  be  the  rate  in  the  present  bill,  eliminating  the  new  valuation 
^  based  upon  ccJculations  as  to  the  dutiable  imports  ? 

Commissioner  Burgess.  Based  on  the  same  year  that  I  have 

^aken  this  from,  it  would  be  practically  the  same,  30  per  cent,  30  or 

•il. 

Senator  Simmons.  Do  you  mean  to  say  upon  the  rates  in  this 
oiU,  imder  the  old  valuation,  the  average  of  the  dutiable  imports 
would  be  the  same  as  they  would  be  with  the  new  valuation  ? 

v.ommissioner  Burgess.  Based  on  the  same  imports,  the  same 
<^lass  of  imports. 

.^^tor  Simmons.  The  same  class  of  dutiable  imports,  I  am 
talking  about.  You  say  under  the  Payne-Aldrich  bill  those  dutiable 
"^Porta  would  be  about  30  per  cent  ? 
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Commissioner  Buboess.  About  that,  in  round  figures. 

Senator  Simmons.  That  is  upon  the  old  basis  of  valuation  ? 

Commissioner  Buboess.  Yes  sir. 

Senator  Simmons.  Now,  if  you  change  that  to  the  American  basi^ 
of  valuation  how  will  that  afifect  those  rates  ? 

Commissioner  Burgess.  The  rates  will  be  so  much  lower. 

Senator  Simmons.  How  much  will  that  increase  the  rates  ? 

Commissioner  Burgess.  It  ought  not  to  increase  them  any,  because 
the  difference  is  calculated  on  the  lower  rates  on  the  American 
valuation. 

Senator  Simmons.  Then  you  mean  to  tell  us  now  that  the  amoimt  i>f 
tax  that  would  be  paid  upon  the  dutiable  imports  of  this  country  under 
this  bill  would  be  the  same  under  the  American  valuation  plan  as 
they  would  be  under  the  foreign  valuation  plan  ? 

Commissioner  Burgess.  Based  on  the  same  imports;  but  if  there 
are  more  dutiable  imports  it  would  be  different;  if  there  were  more 
imports  of  free  goods  it  would  be  different  again. 

Senator  Simmons.  If  practically  the  same  dutiable  imports  shouM 
come  in  under  this  bill  as  came  in  under  the  Pa>Tie- Aid  rich  bill,  the 
fact  that  you  have  changed  the  basis  of  valuation  from  the  foreign  io 
the  domestic  would  not  increase  the  amount  of  tax  that  the  importer 
would  have  to  pav  the  Federal  Government  ? 

Commissioner  Burgess.  Based  on  the  same  figures,  no. 

Senator  Simmons.  I  do  not  know  what  you  mean  by  **the  same 
figures." 

Commissioner  Burgess.  The  same  imports. 

Senator  Simmons.  The  same  imports  ( 

Commissioner  Burgess.  Yes,  sir. 

Senator  Simmons.  The  same  rates  of  duty  ? 

Commissioner  Burgess.  Yes,  sir. 

Senator  Simmons.  Although  the  American  valuation  pays  about 
25  or  30  per  cent  higher  than  the  foreign  valuation,  you  say  it  d<H»s 
not  increase  the  tax  ^ 

Commissioner  Burgess.  Because  the  rates  are  that  much  lower. 

Senator  Simmons.  Suppose  they  are  not  lower,  but  are  the  samef 

Commissioner  Burgkss.  Oh,  that  is  another  proposition. 

Senator  Simmons.  That  is  the  first  (|uestion  I  asked  vou.  Take 
the  present  bill  with  the  present  rate*  and  assume  that  the  dutiable 
imports  will  be  the  same,  now  much  more  will  have  to  be  paid  by  tin* 
importer  under  the  American  valuation  plan  than  under  the  oU 
foreign  valuation  plan  ? 

Commissioner  Burgess.  That  is  entirely  a  hypothetical  question. 

Senator  Simmons.  I  know  it  is. 

Commissioner  Burgess.  But  it  would  be  very  much  greater. 

Senator  Simmons.  How  much  greater  i 

Commissioner  Burgess.  Such  an  idea  is  not  contemplated  at  all. 
to  keep  tiie  same  rates  applying  to  the  American  valuation  that  an* 
now  applied  to  forei<j;n  valuation. 

Senator  Simmons.  Everybody  has  admitted  that  the  rates  of  tlii^^ 
bill  were  practically  the  same  as  the  rates  in  the  Payne-*Vldrich  bill. 

Commissioner  Burgkss.  The  ecjuivalent.  They  are  not  the  samo 
rates,  but  are  equivalent.  There  is  a  difference  between  being  tin* 
same  rates  and  e(|uivalent  rates. 

Senator  Simmons.  Axkd  the  same  average  ? 
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Commissioner  Buboess.  Yes,  sir;  because  they  have  been  allowed 
for  in  the  lower  rate  based  on  the  American  valuation.  This  morning 
there  was  a  question  came  up  about  a  certain  commodity,  that  of  70 
cents  on  a  foreign  valuation,  and  100  cents  or  a  dollar  on  the  American 
valuation.  At  the  present  time  there  would  be  a  50  per  cent  duty 
on  the  foreign  valuation,  which  is  35  per  cent,  making  the  foreign 
article  landed  here  cost  $1.05.  Now,  tne  Senator  made  the  proposi- 
tion, suppose  you  added  that  to  the  American  valuation,  that  would 
be  50  cents,  you  would  be  bringing  your  foreign  product  as  high  as 
81.20  or  15  cents  higher;  but  such  a  proposition  is  not  contempilated 
at  all.    It  would  be  preposterous  to  think  of  doing  such  a  thing. 

Senator  Simmoxs.  I  am  advised  that  it  was  admitted  by  the  pro- 
ponents of  this  bill  in  the  House  that  the  American  valuation  would 
average  something  like  50  per  cent  above  the  foreign  valuation,  and  a 
out  of  3^  per  cent  in  the  rates  of  duty  would  make  about  the  same 
revenue.     Do  you  think  that  admission  was  ill  advised  and  did  not 
reflect  the  truth  ? 
Commissioner  Burgess.  Will  you  please  repeat  that,  Senator? 
Senator  Simmons.  It  was  admitted  by  the  proponents  of  the  bill 
on  the  floor  of  the  House  that  the  American  valuation  would  average 
about  50  per  cent  above  par.     Is  that  correct  ? 

Commissioner   Burgess.  I   should   say   that   that   is   reasonably 
within  the  limit. 

Senator  Simmons.  A  cut  of  3^  in  the  rate  of  duty  would  net  about 
the  same  rate. 
Commissioner  Burgess.  Three  and  one-tenth  ? 
Senator  Simmons.  Yes. 

Commissioner  Burgess.  No;  I  can  not  understand  that  at  all. 
Senator  Simmons.  You  think  that  is  not  true  ? 
Conunissioner  Burgess.  No.     I  do  not  understand  those  figures 
at  all.    I  do  not  know  what  they  mean. 

Senator  Simmons.  I  imagine  they  mean  that  if  you  reduce  the  rate 
hv  S^V  under  the  American  valuation  it  would  yield  about  the  same 
as  under  the  rates  that  are  proposed  under  the  foreign  valuation. 

Senator Smoot.  Yes;  but  the  average  of  the  importations,  free  and 
dutiable,  would  never  be  50  per  cent.  T  have  here  for  1912  the  aver- 
age of  free  and  dutiable  gooas  under  the  Payne-Aldrich  bill  imported 
into  the  United  States,  17.1  per  cent;  and  the  avenige  rate  of  duty 
f^T  the  calendar  year  1920  under  the  Undenvood-Simmons  bill  was 
0.3n  per  cent.  The  reason  of  the  difference  in  the  average  is  that 
under  the  Underwood  bill  there  had  been  so  many  items  put  upon 
the  free  list  and  importations  were  so  much  larger  on  the  free  list, 
compared  with  the  dutiable  list,  that  it  brings  down  the  general 
average  of  importation,  both  of  free  and  dutialxle  goods  imported. 
Senator  Simmons.  That  was  for  what  year  ? 

Senator  Smoot.  In  1912.  In  the  Payne-Aldrich  bill  the  average 
was  17.1  per  cent,  and  the  average  for  the  calendar  year  1920  was  6.38 
per  cent. 

Senator  Simmons.  That  was  a  different  year  w^hen  there  w^ere  en- 
tirely different  prices.  Of  course,  the  average  would  depend  upon  the 
prices.  Take  tne  Pavne-Aldrich  bill,  Senator,  and  you  will  find  that 
the  average  rate  of  duty  is  entirely  different  from  year  to  year,  de- 
pendent upon  the  prices  of  the  procluct. 
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Senator  Smoot.  There  is  a  little  difference,  but  very  little  when  y« 
take  the  whole  of  it,  and  that  comes  from  the  fact  that  one  ^ear  tl 
importation  of  free  goods  was  greater,  and  the  next  year  the  importi 
tion  of  dutiable  goods  was  greater,  and  I  am  giving  you  now  what  y»Mil 
were  discussing  before,  the  average  of  the  last  year  which  we  had  undi^j 
the  Underwood  bill  and  the  last  year  that  America  had  under  ih^ 
Payne-Aldrich  bill,  and  there  is  that  difference  between  the  general 
average  of  all  importations  into  this  country. 

Senator  Simmons.  The  only  way  you  would  ever  arrive  at  thai 
proposition  would  be  to  ascertain  what  would  have  been  the  result  if 
the  Payne-Aldrich  bill  would  have  been  applied  to  the  dutiable* 
products  of  1920. 

Senator  Smoot.  Yes;  but  if  that  were  the  case  the  Payne-AIdrirh 
rate  of  17.1  per  cent  would  be  not  much  more  than — speaking  offhand, 
I  would  not  say  it  exactly,  because  I  have  to  figure  it  in  my  head — but 
under  the  Payne-Aldrich  bill,  if  it  had  been  in  existence  in  1920,  the 
average  of  the  rate  would  have  been  less  than  10  per  cent. 

Senator  Simmons.  Less  than  10  per  cent.  I  understand  upon  the 
basis  of  present  duties  it  is  estimated  that  the  rates  in  this  bill  'woultl 
amount  to  an  average  of  18  per  cent. 

Commissioner  Burgess.  Approximately,  as  far  as  the  report  shows. 

Senator  Simmons.  Senator  Smoot  says  under  the  basis  of  th*» 
Payne-Aldrich  bill  the  average  of  1920  would  have  been  about  10  per 
cent. 

Senator  wSmoot.  A  little  less  than  10  per  cent. 

Senator  Simmons.  A  little  less  than  10  per  cent.  Now,  you  havo 
drafted  a  bill  that  this  witness  says  will  yield  an  average  of  about  1^ 
per  cent.  That  is  8  per  cent  higher  than  the  rate  in  the  rayne-Aldrich 
Dill. 

Senator  Smoot.  No:  you  must  have  misunderstood  me.  On  tlio 
importations  as  they  came  in  under  the  Underwood  bill — that  is,  with 
the  free  list  the  same  as  the  ITnderwood  bill  and  the  dutiable  list  af 
the  same  rate  as  the  Underwood  bill,  then  they  would  be  a  little  le^* 
than  10  per  cent. 

Senator  McCumber.  That  is  a  mere  matter  of  calculation.  Sen- 
ators.    You  will  allow  the  witness  now  to  proceed. 

Commissioner  Bukgkss.  Second,  the  possibility  of  securing  actual 
dutiable  valuation  would  be  greatly  doereased.  Instead  of  having 
to  deal  with  foreign  manufacturers  and  agents,  whose  interest  is  I" 
misrepresent  and  rleceive  and  who  usually  refuse  to  give  information 
of  any  value,  the  American  manufacturer  and  whmesale  dealer,  in 
whose  interest  the  Government  desires  the  information,  would  ht\ 
not  onlv  willing,  but  anxious  to  furnish  such  information  as  th^ 
Government  would  renuire. 

Senator  Stmmons.  Mr.  Chairman,  I  am  compelled  to  go  over  to  the 
Senate.     When  I  leave  there  will  be  no  member  of  the  minority  here. 

Senator  MKVmber.  We  would  like  to  run  until  5  oVlock.  Then* 
are  two  members  of  the  conmiission  here  who  have  not  testified,  and 
another  gentleman  who  wishes  to  file  a  brief.  There  is  a  call  for 
other  witnesses  on  another  subject  to-morrow,  and  we  would  like 
to^et  through  as  rapidlv  as  possible. 

Senator  Simmons.  I  think,  Mr.  Chairman,  that  the  minority  would 
like  especially  to  be  present  when  the  members  of  the  Tariff  (V>m- 
mission  are  examinea,  and  there  vnW  be  no  one  representing  the 
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ninority  after  I  leave.  So  I  suggest  that  you  take  up  some  other 
witnesses  and  let  the  other  members  of  tfie  board  come  back  to- 
norrow- 

Senator  McCumber.  Can  you  not  send  over  some  other  members 
>f  the  miaorit}",  and  let  us  finish  with  this  witness  i 

Senator  %Simmon8.  I  will  try,  and  if  I  do  not  succeed  in  getting 
^nie  other  member  of  the  minority,  I  wish  my  suggestion  might  he 
followed. 

Senator  McCumber.  If  vou  do  not  succeed,  we  will  endeavor  to 
comply  with  your  request. 

Conomissioner  Burgess.  In  any  event,  the  power  to  secure  facts 
would  be  in  the  hands  of  our  own  officials;  they  could  compel  the 
attendance  of  all  interested  parties  for  the  purpose  of  establishing 
true  market  values;  they  could,  punish  for  neglect  to  produce  such 
evidence,  or  for  perjured  testimony.  The  whole  legal  process  would 
be  in  the  hands  of  our  own  Government. 

Third,  the  Government  would  be  free  from  all  diplomatic  entangle- 
ments and  such  embarrassments  as  have  frequently  arisen,  as  above 
illustrated,  in  the  case  of  the  French  goods. 

Fourth,  although  for  the  time  being,  it  probably  would  be  necessary 
tti  increase  the  appraising  force  in  the  Lnited  States,  this  would  be 

iraewhat  offset   W   materially   reducing   the   number   of   foreign 


investigators. 


Fifth,  the  Government  would  get  a  much  larger  revenue  and  would 
he  in  position  to  collect  the  revenue  prescribed  by  Congress.  Those 
who,  through  low  valuations  or  gross  undervaluation,  are  now  reaping 
enormous  profits  out  of  our  country  Xvould  at  least  be  compelled  to 
^hare  these  profits  with  the  Government,  and  thus  reduce  the  unjust 
competition  between  them  and  the  responsible  and  honest  importer 
and  domestic  manufacturer. 

Sixth,  this  method  of  assessing  duty,  when  hased  upon  a  comparahle 
and  competitive  American  article,  practically  makes  a  specific  duty 
"pplicttble  to  all  such  goods  no. matter  from  what  country  they  are 
f'xported.  The  article  made  in  the  Orient  may  be  of  much  lower  cost 
than  market  value  in  the  country  of  production  than  similar  goods 
made  in  England,  but  the  duty  being  assessed  upon  the  American 
article  would  make  the  same  amount  of  duty  to  he  assessed  both  upon 
the  oriental  and  the  English  production.  The  present  method  dis- 
^•rirninates  against  the  highest-cost  country  ana  favors  the  lowest- 
cost  country. 

Seventh,  the  American  manufacturer  would  have  increased  pro- 
tection because  the  law  would  not  be  so  easily  evaded  and  would 
actually  have  the  protection  Congress  intended  he  should  have. 

Kighth,  assessing  duty  upon  American  valuation  .will  not  permit 
the  .Vmerican  producer  to  rniduly  advance  or  pyramid  his  selling 
price,  that  seems  to  be  one  of  the  claims  that  is  made  by  even  some 
of  those  who  would  favor  it  otherwise  -but  will  be  the  very  means  of 
checking  such  advances.  For  example,  if  the  selling  cost  of  the 
foreign  article,  plus  the  expenses  of  landing,  is  $80  and  the  American 
arUcle  is  $100  it  is  assumed  that  a  duty  oFs20  would  be  required  to 
e(|ualize  ti\e  selling  cost  of  the  foieign  article  in  America,  or  it  would 
require  20  per  cent  upon  the  American  seUing  value.  If  the  American 
producer  oetermines  to  advance  his  price  to  $125,  the  same  rate  of 
Uotv  reDuuning  would  coiapel  the  foreignex  to  pay  20  per  cent  on  the 
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$125  or  $25.     This  does  not,  however,  change  the  foreign  selling  vali 
of  $80.     The  foreigner  could,  therefore,  selliiis  eoods  for  $105  i^au 
the  American  producer's  price  of  $125,  and  could  thus  unders^  hiiiL| 
It  prevents  and  checks  pyramiding. 

Ninth,  owing  to  the  variation  in  exchange  values  of  foreign  curreu-l 
cies,  assessing  the  duties  upon  these  depreciated  values  gives  ad-j 
vantage  to  the  country  whose  currency  shows  the  greatest  depi 
ciation.  Assessing  dutv  upon  the  American  value,  me  currency  (L. 
which  is  fixed  ana  staple,  is  the  only  reasonable  and  feasible  ineth(Hl 
of  uniformly  assessing  duties  as  against  all  countries;  and  thifi  i*| 
advocated  by  Secretary  Hoover,  who  has  made  the  statement  that 
it  is  the  only  practical  way  of  reaching  the  difficulty. 

I  want  to  call  attention  further  to  an  advertisement  of  an  import- 
ing house  in  New  York,  Thomas  Young  (Inc.),  42  White  Street,  New 
York  City.  He  is  not  in  favor  of  the  American  valuation,  but  he 
sums  up  the  very  interesting  statement  in  these  words.     [Readings 

We  are  not  in  favor  of  American  valuation  but  we  believe  that  it  ia  workable  asi 
believe  that  it  will  be  passed.  We  believe  that  antagonists  of  the  bill  should  attark 
the  rates.    We  believe  this  to  be  the  vulnerable  point  in  the  bill. 

In  the  body  of  the  statement  he  says : 

Much  nonsense  has  appeared  in  the  press  regarding  the  American  valuation  pUr. 
(including  reports  of  congressional  debates  and  insistent  correspondence  from  pn>E.- 
nent  merchants  and  others). 

The  great  cry  is  that  it  is  a  **duty  on  a  duty"  and  that  especially  in  the  case  of  im- 
ports which  have  no  comparable  competitive  United  States  products  it  will  result  iz 
a  pyramid  of  prices. 

This  we  deny. 

It  is  also  claimed  that  it  will  be  impossible  for  an  importer  to  make  sales  for  fuUiT' 
delivery  against  purchases  because  he  can  not  determine  the  cost  of  the  goods  unu. 
actually  landed  and  duty  paid. 

We  denjr  the  impossibility  of  sales. 

We  admit  that  costs  will  be  difficult  to  determine  but  we  charge  that  the  sani* 
difficulty  exists  under  the  present  law  as  foreign  values  fluctuate  much  the  8am<*  fc* 
American  values. 

The  plan  is  called  unworkable. 

In  spite  of  some  recent  enactments  of  Congress,  we  are  not  inclined  to  think  that  tb*- 
gentlemen  who  framed  this  provision  would  put  forward  an  unworkable  plan. 

It  is  said  that  actual  duties  to  be  paid  are  tremendously  increased  over  pre^ii' 
payments. 

This  we  affirm  emphatically. 

And  then  he  goes  on  to  illustrate  how  these  rates  are  actualiv  an 
increase  over  the  former  rates,  and  winds  up  with  the  quotation  1 
made  first. 

I  have  nothing  further,  Mr.  Chairman. 

(The  address  of  the  president  of  the  German  National  Chamber  j»f 
Commerce,  referred  to  by  Commissioner  Burgess,  is  here  prints!  in 
full,  as  follows:) 

ADDRESS  AT  BERLIN  CHAMBER  OF  COMMERCE. 

As  a  fact  the  United  States  is  not  dependent  for  its  existence  upon  the  oollectioa 
of  duties,  and  it  can  afford  to  allow  the  falling  off  of  revenues  in  thie  direction  l>' 
what  they  claim  the  general  good.  I'>om  this  standptMnt  it  is  clear  that  in  the  admin- 
istration of  the  tariff  is  concealed  the  powder  and  purpose  to  make  the  entry  of  certnc 
competing  articles  as  difficult  aa  possible,  and  to  carry  this  out  the  United  Siatr* 
Government  agentj^  resort  to  the  meanest  and  smallest  measures. 

The  first  of  these  is  the  certification  of  the  invoices  hy  consular  officew  elation*'! 
in  various  districts  of  the  Empire.  Second,  the  investigations  by  customs  offin»l' 
as  to  the  correctness  of  statements  in  the  invoices  which  have  not  the  force  or  effe*"*. 
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of  an  oath  in  the  German  Empire.    Third,  the  reexamination  in  caflea  where  there 
i?  reason  to  doubt  values  by  agents  of  their  Treasury  Department;  and  fourth,  by 
the  high  penalties  added  for  undervaluation.    Naturally  we  all  admit  that  an  actual 
swindle  is  incorrect  in  any  business  transaction,  but  undervaluation  should  not  be 
treated  as  such  unless  positively  proved.    However,  no  such  elasticity  is  to  be  found 
in  the  minds  of  American  customs  officials,  who  treat  imdervaluation,  as  they  call  it, 
as  fraudulent,  and  they  at  once  apply  the  usual  penalties.    Our  goods  have  been 
exported  to  England  and  the  Unitea  States  at  lower  prices  than  those  for  the  home 
market,  and  there  have  been  more  or  less  low  values  for  the  States,  and  in  some  cases 
what  would  be  there  termed  ''fraud, "  and  such  are  the  conditions  at  the  present  time. 
Market  value,  as  defined  under  American  law,  is  the  wholesale  price  at  the  time 
of  export,  and  our  trouble  lies  in  having  two  sets  of  prices,  one  for  export  and  the 
other  for  home  trade.    We  have  to  resort  tx)  a  division  of  shipments  under  the  so- 
called  $100  clause  to  keep  our  matters  secret,  save  fees,  and  avoid  control  on  that  side. 
Declarations  in  invoices  compelling  all  sorts  of  statements  as  to  how  the  goods  were 
obtained,  whetlier  by  purchase  or  otherwise,  values  in  detail,  and  charges  of  every 
character  are  the  crowning  point  in  the  prying  curiosity  practiced  under  the  Amen- 
can  customs  laws. 

These  things  all  lead  to  abuses,  and  we  are  promised  that  the  means  of  gaining 
information  through  American  consuls  and  agents  will  be  shut  off.  Our  boards  oi 
trade  are  fully  awake  to  the  dangers  that  surround  us,  and  in  making  every  effort  to 
^'lose  the  doors  against  this  abuse  they  are  hoping  for  the  whole  support  of  the  Gov- 
ernment. 

Exnerience  has  taught  that  the  workings  of  a  tariff  have  not  fulfilled  the  puipose 
for  which  it  was  created,  but,  on  the  contrary,  the  information  gained  under  this 
reinilation  concerning  costs  of  production  has  been  so  defective  that  in  many  cases 
it  has  been  misleading,  because  through  the  prudence  of  our  officials  we  have  taken 
care  that  investigations  of  this  character  shall  throw  little  light  upon  the  actual  value 
of  their  consignments. 

In  many  cases  trouble  has  been  avoided  by  having  invoices  consulted  remote  from 
dL«trictfi  in  which  the  goods  are  manufactured,  but  we  must  follow  up  this  whole 
quef<tion  as  to  the  right  of  consular  and  other  officers  to  pry  into  our  business  for  the 
9ole  purpose  of  keeping  out  our  merchandise,  and  in  this  we  are  assured  of  the  cordial 
mippiort  of  our  Government.  Such  treatment  on  the  part  of  American  officials  and 
the  cause  for  it  is  plain,  and  now  that  concessions  must  be  made  by  the  American 
ri<)vermnent,  if  we  stand  together  firmly  as  a  body  aided  and  supported  by  our  board 
of  trade,  we  can  bring  about  a  change  that  will  be  of  untold  benefit  to  our  Ameri- 
can export  trade. 

Senator  McCumber.  I  thank  you  very  much.  The  committee 
will  now  be  glad  to  hear  Mr.  McNabb,  law  oflBcer  of  the  Tariff  Com- 
mission. 

8TATEMEHT   OF   MB.   CHABLES   E.    McNABB,   LAW   OFFICEB, 
raiTED  STATES  TABIFF  COMMISSION,  WASHINGTON,  D.  C. 

Senator  McCtTMBER.  Please  give  your  name,  position,  etc. 

Mr,  McNabb.  My  name  is  Charles  E.  McNaob,  law  officer,  Tariff 
Commission. 

Senator  McCumber.  Mr.  McNabb,  you  have  heard  the  testimony 
that  has  been  given  to-day  on  this  subject,  have  you  not  ? 

Mr.  McNabb.  Yes,  sir. 

Senator  McCumber.  The  committee  are  desirous  of  obtaining  any 
points  either  for  or  against  the  American  valuation,  and  will  be  glad 
to  have  your  advice  and  such  information  as  you  are  able  to  give  us. 
You  may  proceed  in  vour  own  way  to  give  that. 

Mr.  mcNabb.  With  an  experience  of  24  years  in  and  out  of  the 
GoTemment  service  in  tariff  matters,  10  years  of  which  were  under 
the  Treasury  Department,  8  years  under  the  Department  of  Justice, 
and  four  years  with  the  Tariff  Commission,  I  took  up  the  subject  of 
American  valuation  as  a  substitute  for  the  present  system  of  appraise- 
ment of  imported  merchandise  subject  to  duties  ad  valorem  with  the 
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feeling  that  it  would  be  difficult,  if  not  ixnpi'acticable,  to  make  tbe 
change.  It  became  my  official  duty  to  sjo  into  the  matter  with 
considerable  care.  I  tried  to  look  at  the  dutiable  basis  from  exf^n] 
side  with  a  view  to  the  reaching  of  a  conclusion  which  would 
absolutely  unbiased. 

There  are  reasons  for  the  continuance  of  the  present  system  whi«i| 
are  strong  and  which  are  hard  to  overcome.  If  the  proposition  wt»w 
to  substitute  an  untried,  unknown  appraisement  basis  for  a  perfoti 
system  of  determining  value,  it  would  be  very  easy  to  reach  a  con* 
elusion.  But  the  more  one  looks  into  this  (question  and  the  greattr 
one's  knowledge  growing  out  of  the  admmistration  of  the  iaw< 
governing  the  collection  of  duties  ad  valorem,  the  more  one  realiz:^ 
that  the  present  system  is  very  far  from  perfection. 

In  theory  the  appraising  officers  ascertain  foreign  market  valut*; 
that  is  to  say,  the  appraising  officers  report  to  the  collector  of  custom^ 
the  value  at  which  merchandise  of  the  kind  undergoing  appraisal  i* 
sold  or  freely  offered  for  sale  in  wholesale  quantities  in  the  principal 
markets  of  tne  country  of  exportation  at  the  time  of  exportation.  Ir 
theory  the  importer,when  he  makes  entry  of  his  goods  at  the  custom- 
house, knows  what  the  foreign  market  value  is.  But  the  practice  i- 
different  from  the  theory.  Importers  repeatedly  seek  relief  for  undrr- 
valuation  upon  the  plea  that  they  did  not  know  the  foreign  market 
values.  All  they  know,  as  has  a^ain  and  again  been  said,  is  the  price 
paid  or  agreed  to  be  paid  for  their  goods.  They  were  ignorant,  they 
say,  of  any  change  up  or  down  in  that  price  between  the  date  of  ccm- 
tract  of  purchase  and  the  date  of  exportation  of  the  goods,  wliich 
might  vary  from  a  few  days  to  months  or  even  a  year  or  more.  Thr 
importer  says,  ''  I  do  not  even  know  when  I  order  my  goods  when  th<^ 
exportation  date  will  be'' — nor  does  he,  nor  can  he.  He  may  say. 
^^Send  me  my  goods  as  nearly  as  you  can  at  such  or  such  a  time,"  'T 
from  time  to  time  about  such  and  such  dates,  say,  one  month  or  six 
months,  or  what  not,  if  it  is  a  continuing  contract.  But  the  exact 
date  of  exportation  may  depend  upon  the  ability  to  get  a  vessel  or  ti» 
get  space  on  a  vessel;  there  may  be  delay  in  the  sailing  of  the  vessel, 
there  may  be  other  reasons,  and  it  is  the  date  of  exportation  which  he 
is  supposed  to  know.  In  the  case  of  fluctuating  values  it  is  very 
important  that  the  exact  time  be  known. 

In  practice,  what  does  he  do  ?  In  the  case  of  purchased  goo<ls  he 
takes  his  invoice,  which  shows  what  he  paid  for  his  goods  or  what  he 
contracted  to  pay  for  his  goods.  The  importer  is  permitted  by  the 
law  to  add  to  or  deduct  from  the  invoice  price  such  an  amount  a>  will 
express  in  his  entry  the  wholesale  market  value  at  the  time  of  expor- 
tation. 

Under  present  practice — a  practice  which  sprang  up  during  the 
war — the  importer  confers  with  the  examines,  wlio  are  the  Tvn\ 
appraising  officers  in  practice,  and  the  examiners  help  him  to  fix  the 
values  upon  his  goods. 

Importers  have  said  time  and  again — they  have  even  come  to  the 
commission  with  the  statement — *' We  are  willing  to  pay  duties  what- 
ever the  rate  may  be,  whatever  the  value  may  be,  if  we  can  only  tell 
at  the  time  we  pay  them  what  the  duties  will  actually  be.*' 

It  is  certainty  that  they  ask.  They  do  not  wish  to  sell  their  g(HHl> 
with  a  possibility  of  reappraisement  at  a  higher  value  hanging  over 
their  heads,  with  penalties  for  undervaluation  which  run  up  U\  con- 
fiscation of  the  goods  if  they  are  available. 
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These  are  some  of  the  things  to  consider  as  to  goods  that  are 
urchased. 
Now,  as  to  merchandise  obtained  otherwise  than  by  purchase, 
.sually  referred  to  as  **  consigned  goods,"  the  agent  in  the  United 
States  is  supposed  to  know  the  foreign  market  value  and  the  invoice 
s  required  oy  the  law  to  state  the  foreign  market  value  at  the  time 
>f  exportation.  That  is  a  different  matter  from  what  the  purchaser 
las  to  do.  The  agent  of  the  foreign  owner  for  whose  account  the 
foods  are  sold  in  the  United  States  is,  therefore,  in  a  position  to  know 
>etter  what  he  will  set  down  in  his  entry  as  the  market  value  than  the 
mporter  who  purchases,  whose  invoice  states  what  the  goods  cost. 
And  the  entrant  of  the  goods  obtained  otherwise  than  by  purchase  is 
supposed  to  be  better  aole  than  the  importer  of  purchased  goods  to 
enter  his  goods  at  the  real  market  value.  But  even  he  fails  to  get 
the  correct  value  in  many  cases,  and  there  is  the  same  uncertainty- 
as  to  what  the  value  of  the  goods  and  the  amount  of  duties  will 
finally  be. 

So  much  as  to  goods  that  have  foreign  market  values. 
There  is  a  large  body  of  imports  which  have  no  foreign-market 
value  that  is  ascertainable  by  the  appraising  officers,  or  wnich  have 
no  selling  price  at  all  abroad.     They  are  goods  which  are  manu- 
factured for  shipment  to  the  United  States  lor  further  manufacture, 
such  as  essential  oils  made  in  France  and  sent  over  here  as  compounds 
to  be  used  by  agents  in  the  manufacture  of  perfumery,  simply  by 
adding  alcohol.     What  does  the  law  say  shall  oe  done  in  such  cases  ? 
That  the  appraising  officers  shall  ascertain  the  cost  of  production 
abroad.     Everyone  knows  that  it  is  very  difficult,  well-nigh  impos- 
sible, to  get  costs  of  production  abroad. 

Then,  the  act  also  says,  '^  If  you  can  not  get  costs  of  production 
abroad,  take  the  selling  price  in  the  United  States  and  work  back  by 
deduction  of  various  items  to  a  foreign  market  value.'* 

Well,  in  many  cases  there  is  no  selling  price  in  the  United  States 
of  the  imported  article,  as,  for  example,  in  the  case  of  indoxyl,  the 
basis  of  indiga  So  the  only  possible  means  of  actually  finding  a 
value  is  to  get  the  cost  of  production  abroad,  which  in  most,  if  not 
indeed  substantially  all,  cases  is  impracticable  of  ascertainment. 

You  have  heard  already  of  objections  to  the  present  svstem,  espe- 
cially obtaining  at  the  present  time,  such  as  the  instabilitv  of  ex- 
change. Add  that  to  the  reasons  for  objections  appUcable  at  all 
times,  such  as  the  difficulties  incident  to  reliance  upon  invoices, 
variance  between  foreign  consumption  values  and  export  prices,  and 
differences  in  cost  of  production  m  foreign  countries,  ancl  you  have 
reasons  why  the  present  system  can  not  be  called  perfect. 

Take  one  of  those.  I  shall  not  dwell  upon  the  otners,  but  shall  take 
just  this  one,  and  then  go  to  another  phase  of  the  subject. 

Take  reUance  upon  invoices.  Reliance  upon  invoices  is  something 
that  can  not  be  lost  sight  of  in  this  matter  oy  anyone  who  wishes  to 
examine  the  (question  of  the  dutiable  basis  for  goods  subject  to  ad  va- 
lorem duties  in  a  way  which  will  be  most  likely  to  enable  the  inquirer 
to  reach  a  real  conclusion.  It  is  a  simple  matter  to  follow  the  invoice 
^  reporting  a  value  to  the  collector,  and  it  is  done  in  many,  many 
cases,  and  it  can  be  done  at  the  pleasure  of  the  appraising  officers. 
I  am  not  saying  that  in  disparagement  of  the  men  who  do  the  ap- 
praisement, because  they  are  men  of  ability,  men  who  study  values, 
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men  who  are  well  informed  upon  values,  and  men  who  work  for  tl 
Government  at  salaries  entirely;  inadequate  to  the  character  of  tl 
work  which  they  do.     With  no  intention  of  disparaging  them  I  wi 
to  repeat  that  with  the  invoice  before  him  the  appraising  officer 
return  a  value  with  very  little  delay  and  with  very  little  mental  eff<i 
and  with  no  inouiry.     I  do  not  say  he  does  it,  because  I  know  to  tl 
contrary  that  tnere  are  real  appraisements  and  many  real  appraise 
ments,  and  that  there  are  real  appraisements  where  the  apprai^ii 
officers  can  make  them,  but  in  cases  under  the  present  system  wh**! 
the  appraising  officers  can  not  make  real  appraisements  they  natumllt 
rely  upon  the  invoices. 

That  leads  to  this  point,  that  under  the  present  system  there  iftl 
reliance  upon  foreign  sources  of  value  in  determining  the  value  up*»«] 
which  duties  ad  valorem  shall  be  assessed. 

What  is  it  on  the  other  side?  What  is  to  be  gained,  if  anythins.i 
by  a  change  to  American  valuation — that  is,  the  wholesale  sellinj! 
price  of  goods  in  the  United  States  ? 

It  may  be  said,  and  probably  will  be  said,  to  you  that  it  means  thai 
all  of  the  information,  extensive  though  it  be,  already  in  the  mini*?- 
or  possession  of  the  appraising  officers,  will  be  wasted.  That  d«M»* 
not  follow,  as  we  shall  see  later. 

It  is  further  said,  or  will  be  said,  that  the  appraising  officers  will 
have  to  begin  anew,  even  though  they  do  not  have  to  unlearn  what 
they  already  know.  They  will  have  to  begin  anew  in  the  sense  xhM 
they  will  have  to  go  out  and  ascertain  the  values  in  the  United  Statr? 
In  answer  to  that  it  may  be  said  that  appraising  officers  now  kn(»w 
many  American  values. 

It  may  also  be  said  that  the  appraising  officers  and  the  importer 
caniaot  tell  what  goods  producea  in  the  Tnited  States  are  comparH- 
ble  and  competitive  with  the  imported  articles.  Perhaps'  the  stn»n{r- 
est  point  of  all  in  that  connection  is  that  the  importer  will  never  knnw 
what  value  to  set  down  in  his  entiy.  He  has  no  invoice  to  guide  him. 
What  he  paid  for  his  goods  will  not  help  him.  He  must  go  "out  ini'» 
the  markets  of  the  United  States,  figuratively  speaking,  and  fin<l  <>«t 
the  best  he  can  what  the  wholesale  selling  prices  of  the  goods  are  aft«r 
he  decides,  or  guesses,  if  you  please,  as  to  what  are  comparable  gotuis 
and  he  must  set  do\vn  in  his  entry,  at  his  peril,  an  amount  which  mny 
be  more  or  which  may  be  less  than  the  amount  which  the  appraising 
officer  will  find  to  be  the  value  for  tariff  purposes. 

There  is  considerable  truth  in  all  that,  for  no  one  looking  at  thI^ 
matter  can  say  that  you  can  substitute  overnight  such  a  new  plan 
for  a  plan  that  has  been  in  operation,  with  modifications  from  tim** 
to  time,  but  not  in  principle,  for  a  hundred  years  or  so  and  expert 
it  to  be  a  complete  and  successful  supersession  at  once. 

This  bill  (H.  R.  7156)  takes  that  condition  into  consideration  and 
contains  a  provision  which  will  throw  an  added  burden  upon  tin- 
appraising  officers,  but  which  will  absolutely  relieve  the  importer 
from  any  liability  that  is  not  incurred  by  fraud:  and  that  is  to  1>^ 
done  in  this  way:  Any  importer  can  go  to  the  appraiser  and  j^ay,  in 
effect,  to  him, ''  I  do  not  know  the  value  in  the  United  States  of  tlu^^ 
goods.  Please  advise  me.'*  This  bill  makes  it  the  duty  of  the  ap- 
praising officer  to  make  an  advisory  appraisement  which,  if  adopted 
and  carried  into  the  entry  by  the  importer,  will  relieve  the  impi»rt*r 
from  all  additional  duties  for  undervaluation  innocently  made  in 
error. 
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Mr.  Chairman,  we  have  in  this  bill  a  matter  which  should  be  con- 
dored  independentljr  of  the  merits  of  the  main  question,  namely, 
hether  or  not  American  valuation  is  a  better  system  of  appraise- 
lent  than  foreign  values.  Whv  should  not  appraising  officers  help 
nporters  is  the  question.  Wliy  can  we  not  have  an  immediate 
ppraisement  ?  Why  can  not  an  importer  do  by  law  under  the 
.merican  valuation  system  what  he  is  doing  in  practice  to-day — go 
Dthc  appraiser  and  ascertain  what  the  appraiser  thinks  is  the  value  ? 
*nder  the  present  law  the  importer  takes  the  advice  of  the  appraiser 
t  liis  peril,  for  the  appraiser,  after  having  told  the  importer  in  good 
aith  what  he  then  knew  or  what  he  had  reason  to  believe  to  be  the 
narket  value,  may  find  it  necessary,  when  he  actually  appraises  the 
;oods  in  the  performance  of  his  cfuty,  to  raise  the  value,  and  the 
mportor,  who  in  good  faith  carried  that  advisory  appraisement  into 
ii:>  entry,  may  have  to  pay  additional  duties. 

In  this  bill  the  Congress  will  say  that  when  the  entrant  adopts  the 
kdvisorv  appraisement  in  good  faith  he  shall  not  have  to  pay  addi- 
tional duties  in  the  event  of  there  being  an  advance  in  the  value  upon 
reappraisement.  If  he  commits  fraud,  he  can  be  sent  to  the  peni- 
tenliary  or  fined;  but  the  innocent  importer,  the  importer  who  is 
guiltless  of  fraud,  can  make  his  entry  under  this  bill,  if  it  should 
become  a  law,  with  perfect  confidence  that  that  is  final  in  respect  to 
additional  duties. 

He  may  have  to  pay  increased  duties;  but,  as  I  said  in  the  begin- 
nintj  of  my  remarks,  it  is  not  the  increased  duties — by  that  I  mean 
the  regular  duties  as  contradistinguished  from  additional  duties  for 
undt^rvaluation — that  frighten  him  and  make  him  hesitate  to  sell  his 
«?oofls.  It  is  the  fear  of  penalties  which  may  be  incurred  now  and 
always  have  been  possible  under  the  system  of  ad  valorem  duties  on 
foreign  values. 

Under  this  bill,  whether  or  not  the  American  valuation  system  be 

better  as  an  apnraisement  basis  than  the  foreign  valuation  of  goods, 

the  imnorter  will  know  better  than  he  now  does  what  he  will  have  to 

do  and  what  he  will  have  to  pay  in  duties,  and  the  important  fact 

that  he  will  know  is  that  as  long  as  he  acts  in  good  faith,  adopts  the 

advisory  appraisement  in  good  faith,  with  no  intention  to  defrnud 

the  Government,  with  no  suppression  of  material  facts  that   the 

appraising  officers  ought  to  know — with  nothing,  in  other  words, 

that  is  fraudulent — he  will  know  that  the  amount  he  sets  down  in 

his  entry  is  final,  so  far  as  additional  duties  or  penalties  are  concerned . 

As  to  the  comparability  and  competitiveness  that  we  find  in  H.  R. 

7456,  the  purpose  of  this  bill,  as  shown  by  its  language,  is  to  find  a 

yalup  for  comparable  and  competitive  procluots  of  the  United  States, 

if  thore  are  any,  as  the  dutiable  value,  that  is,  the  value  upon  which 

duties  ad  valorem  are  to  be  taken. 

There  may  be  and  will  be,  undoubtedly,  difficulties  in  determining 
^hat  ^oods  are  comparable  and  competitive,  especiully  to  determine 
^hat  ^oods  are  comparable.  My  own  view  is  thot,  like  the  word 
''similar"  which  appears  in  our  tarifl^  laws  and  in  other  laws  and 
^hirh  has  repeatedly  been  interpreted  in  decisions  by  the  United 
Stat^  courts  and  in  decisions  by  vState  courts 


.■S- 


JN^nator  Smoot.  Would  you  prefer  to  use  the  word  ^^ similar^'  ? 

Mr.  McNabb.  In  the  report  of  the  Tariff  Commission  of  last  March 
pnlitled  **  Information  concerning  American  Valuation  as  the  Basis 
o{  ^Vssessing  Duties  Ad  Valorem,"  the  commission  put  down  at  the 
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bottom  of  page  14  in  the  form  of  a  foot  note  a  number  of  pro 
or  alternative  phrases.     They  are  as  follows: 

''Of  the  same  kind  as  the  imported  merchandise '^  or  *'of  a 
comparable  therewith  in  material;  quality  and  use/'  or  ''made 
similar  materials,  of  similar  quality,  and  of  similar  use,"  or  **  of  t 
same  or  similar  kind,"  or,  following  the  last  sentence  of  paragraph 
of  section  III  of  the  tariff  act  of  1913,  the  present  law,  **such 
similar  merchandise  comparable  in  value  therewith." 

It  is  a  choice  of  terms.  Any  of  them  will  probably  have  to  haifl 
judicial  interpretation. 

Comparable  and  competitive  are  adopted  as  having  some  advaa- 
tages  over  the  word  ''similar."  With  the  word  "similar"  you  wouli 
also  have  identity  or  sameness.  Goods  may  be  comparable  bv  being 
either  of  the  same  kind  or  by  being  of  like  or  similar  kind;  and  it  w4i 
found  that  this  phrase,  "comparable  and  competitive,"  would 
answer  the  purpose  in  all  probability  better  than  any  of  the  other  tennSL 

But  it  is  only  a  matter  of  phraseology,  and  a  change  can  readily  be 
made  if  it  should  be  thought  that  some  other  expression  would  better 
suit  the  needs  of  this  particular  provision  in  the  bill. 

If  vou  should  use  the  word  "similar,"  or  the  words  "same  and  sim- 
ilar, or  "such  and  similar,"  you  will  find  that  there  have  been  a  great 
many  decisions  upon  the  terms  as  used  both  in  tariff  and  other  laws. 

If  the  Congress  should  see  fit  to  adopt  the  American  valuation  it 
stands  to  reason  that  there  must  be  judicial  interpretation;  and  if 
24  years'  experience,  upward  of  half  of  which  was  spent  in  active 
court  work,  briefing  and  arguing  cases,  some  of  which  years  worf 
spent  in  helping  in  the  framing  of  legislation,  including  the  tariff  art 
of  1909,  will  avail  anything,  I  should  venture  the  opinion  that  tb«* 
Board  of  General  Appraisers  and  the  Court  of  Customs  Appeals,  and 
if  need  be,  the  Supreme  Court,  can  quickly  let  it  be  known  for  tht» 
guidance  of  the  customs  oflSicers  and  the  information  of  importer- 
what  those  words,  "comparable  and  competitive,"  mean,  just  a? 
they  have  interpreted  ana  do  interpret  other  terms  in  the  custom** 
laws  of  the  United  States. 

If  the  appraising  officers  shall  find  that  there  are  no  comparable 
and  competitive  products  of  the  United  States,  they  have  a  clear 
field  without  statutory  restrictions  for  the  determination  of  the  value 
of  the  merchandise  and  for  doing  what  has  never  been  done  in  more 
than  a  hundred  years  of  constitutional  government.  Under  this  bill. 
if  it  should  become  a  law,  they  will  appraise  every  importation  into 
the  United  States.  In  other  words,  the  appraising  officers  for  the 
first  time  in  our  history  will  actually  appraise;  that  is,  find  in  every 
case  a  value  for  imported  merchandise,  and  not  do  as  they  have 
frequently  done  under  the  present  law — ^rely  upon  or  follow  the 
invoice  value  or  price. 

This  bill  says  the  appraising  officers  must  by  reasonable  wavs  and 
means  ascertain  the  value  in  the  United  States  of  comparable  and 
competitive  products  sold  in  the  open  markets,  and  so  on,  and  i( 
such  products  can  not  be  found  or  such  value  can  not  be  ascertained 
to  the  satisfaction  of  the  appraising  officers,  they  must  find  the  value 
for  sale,  whether  or  not  there  shall  be  an  actual  sale,  for  consumption 
or  use  in  the  United  States.  They  must,  in  other  words,  find  a 
value;  they  must  appraise  every  importation. 

Instead  of  saying  in  the  law  that  you  must  find  value  according  to 
certain  steps,  such  as  first  foreign  market  value,  then  the  cost  of 
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•reduction  abroad,  or  what  not,  this  bill  says  that  in  determining 
alue  for  sale  in  the  United  States  the  appraiser  may  take  into  con- 
ideration  all  soiu*ces  of  value,  including  the  selling  price  in  the  United 
>tates  of  goods  that  are  not  sold  in  wholesale  quantities,  or  are  not 
old  in  the  open  i;narkets;  may  take  into  consideration  the  cost  of 
production  in  the  United  States;  may  take  into  consideration  the 
oreign  market  value,  if  there  be  any,  the  cost  of  production,  export 
)rice,  or  what  not — all  sources  of  value  may  be  considered,  to  the 
'nd  that  the  fair  market  value  of  the  goods  in  the  United  States  may 
)e  ascertained. 

In  the  case  of  indoxyl,  the  manufacturer,  by  a  simple  process  of 
manufacture,  makes  indigo  out  of  indoxyl.  l^he  appraising  officers 
can  take  the  value  of  the  indigo,  after  the  indoxyl  is  made  into  indigo, 
and  can  work  back  to  the  value  of  the  indoxyl. 

Let  us  take  a  more  famihar  illustration — the  essential  oils  used  in 
making  perfumery.  Alcohol  is  added.  The  appraising  officers  can 
not  find  a  n\arket  value  for  the  essential  oils  or  compounds,  because 
they  are  not  sold.  They  are  made  into  perfumes  for  sale.  The  ap- 
praising officer  can  readily  deduct  the  cost  of  labor  and  materials  in 
making  the  perfumery,  and  in  that  way  get  at  the  value  for  sale  in 
the  United  States;  that  is  to  say,  the  fair  market  value  in  the  United 
States  of  the  imported  article. 

.\nd  so  it  is  with  other  things.  Take  the  oriental  ru^  that  was 
spoken  of  this  morning.  The  rug  may  be  made  by  a  fanSly  over  in 
Persia.  The  parents  and  children  may  all  work  on  it,  and  it  may 
take  them  months  or  years  using  vegetable  dyes  to  make  a  very 
Taluable  rug.  There  may  be  very  few  rugs  in  the  world  like  it.  it 
comes  over  here,  and  the  appraising  officers  can  determine  value  in 
a  number  of  wajs.  The  law  does  not  say  they  must  take  the  invoice 
price  or  the  pnce  paid,  but  the  law  says  the  invoice  price  may  be 
taken.  The  appraiser  may  go  out  into  the  markets  and  find  rugs,  or  a 
rug  comparable  with  that  rug,  and  may  decide  that  the  value  of  the 
comparaDle  rug  is  the  proper  value.  jBut  he  can  always  know  the 
costprice.  ,  hI  can  always^find  a  value.     He  can  alway^  appraise. 

So  it  is  with  every  other  kind  of  merchandise  that  can  be  imported. 
The  appraiser  would  have  to  appraise  and  find  a  value  that  would 
represent  the  fair  market  value  in  the  United  States  of  those  goods. 
Senator  Smoot.  Do  you  think  you  can  conclude  to-night  ? 
Mr.  McNabb.  I  shall  conclude  now  if  the  committee  would  like 
me  to. 
Senator  Smoot.  It  is  now  5  o'clock. 

Senator  McCuMBER.  It  is  our  regular  adjourning  time.  If  there 
are  some  other  points  that  you  care  to  present  other  than  those  you 
have  already  presented  to  tne  committee,  Mr".  McNabb,  we  can  hold 
the  matter  open  for  you  until  to-morrow. 

Mr.  McNabb.  It  may  be  that  some  members  of  the  committee 
would  like  to  ask  me  some  questions.  I  am  at  the  service  of  the 
committee  in  any  way  that  you  desire. 

Senator  McCumbeb.  Please  be  here  in  the  morning,  then,  at  10.30 
o  clock. 

Mr.  McNabb.  Very  well,  Mr.  Chairman. 

Senator  McCuMBER.  The  committee  stands  adjourned  until  10.30 
0  clock  to-morrow  morning. 

(Whereupon,  at  5  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Tuesday,  July  26,  1921,  at  10.30  o'clock  a.  m.). 

X 
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TTTESDAT,  JTTLT  28,  1931. 

United  StAtes  Senate, 
Committee  on  Finance, 

WasMngtorij  D.  G. 

The  committee  met  pursuant  to  adjournment  in  the  committee 
ov)in,  Senate  Office  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boise  Pen- 
o?e  presiding. 

Present:  Senators  Penrose  (chairman),  McCumber,  Smoot,  Dilling- 
lam.  La  FoUette,  Watson,  McLean,  and  Gerry. 

Present  abo:  Hon.  William  S.  Culbertson,  member  United  States 
rariff  Commission,  and  John  E.  Walker,  Esq.,  chief  of  the  legislative 
rl rafting  service  of  the  Senate. 
The  Chaikman.  The  committee  will  come  to  order. 
Mr.  Culbertson,  a  member  of  the  Tariff  Commission,  is  here. 
Mr.  Culbertson,  you  are  aware  of  the  fact  that  the  committee  heard 
very  fully  yesterday  the  views  of  certain  individual  members  of  the 
TariflF  Commission,  and,  I  assume,  are  rather  fully  informed  as  to  the 
attitude  of  the  commission  individually.     If  you  have  anything  in 
addition  to  state  briefly,  or  if  any  member  of  tne  committee  has  any 
inouiry  to  address  to  you,  this  is  a  good  opportunity. 

Has  any  member  oi  the  committee  any  inquiry  to  address  to  Mr. 
(\ilbertson? 
(Xo  response.) 

Then,  Mr.  Culbertson,  will  you  proceed?  It  has  been  suggested 
to  me  as  chairman  that  you  might  have  something  to  say  as  to  what 
your  view  is  on  the  subject  of  valuation. 

STATEMEHT   OF   HON.    WILLIAM   S.    CULBERTSON,    MEMBER 
OF  THE  XJHITED  STATES  TARIFF  COMMISSION. 

Commissioner  Culbertson.  Mr.  Chairman,  as  you  say,  the  matter 
has  been  quite  fully  discussed  by  the  other  men  who  have  appeared 
before  the  committee  representing  the  commission,  and  I  tnerefore 
will  not  take  the  time  of  the  committee  in  a  restatement  of  informa- 
turn  before  you. 

The  Chairman.  Mr.  Culbertson,  before  you  go  on,  in  order  to 
identify  in  the  notes  your  status,  how  long  have  you  been  a  member 
^>f  the  commission  ? 

Commissioner  Culbertson.  I  was  one  of  the  original  appointees, 
Mr.  Chairman. 

The  Chairman.  How  many  years? 

Commissioner  Culbertson.  I  was  appointed  in  April,  1917,  and 
reappointed  by  President  Harding  in  March,  1921.  1  am  a  resident 
^^f  Kansas,  iivmg  at  Emporia,  Kans. 

The  Chairman.  What  had  been  your  occupation  prior  to  assuming  , 

these  duties  ? 
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Commissioner  Culbertsox.  I   am   a  lawyer  by  profession^ 
Chairman.     I  was  connected  with  the  old  tariff  board  under 
Taft  administration  and  worked  particularly  m  connection  with 
textile  schedules. 

In  1915  I  was  appointed  counsel  on  the  Federal  Trade  Coi 
and  was  connectetl  with  the  legal  branch  of  that  organization,  j 
had  a  good  deal  to  do  with  the  problems  of  unfair  competition  lA' 
they  were  at  that  time  working  out.     In  1917  I  was  appointed  by 
"President  to  the  Tariff  Commission    and  have  served  on  that  cc 
mission  ever  since. 

The  Chairman.  Will  you  proceed,  please? 

Senator  La  Follette.  You  are  the  author  of  some  works  econ< 
in  character  ? 

Conunissioner  Culbertson.  Yes,  Senator. 

Senator  La  Follette.  State  what  books  you  have  published. 

Commissioner  Culbertson.  I  published  a  book  on  the  Eco 
Views  of  Alexander  Hamilton,  particularly  studying  his  pro! 
principles  and  anal vzing^  his  report  on  maniifactures.     That  book 
publislied  by  the  \  ale  Press. 

1  have  also  published  a  book  on  ^'Commercial  Policy  in  Wi 
and  After,''  a  Dook  in  which  I  have  discussed  the  broader  ecoi 
and  political  factors  connected  with  our  national  life. 

The  Chairman.  We  only  want  to  not<5  this.  We  know  that 
are  a  man  of  experience  and  learning.  Will  you  go  on  in  your 
way? 

Commissioner  Culbertson.  The  proposal  to  levy  ad  valorem  dutii 
on  the  American  or  home  valuation  has  become  important  at 

{)resent  time  because  of  the  very  disturbed  economic  conditionaii 
oreign  countries,  and  I  feel,  personally,  that  it  will  tend  to 
meet  the  very  unusual  conditions  which  you  are  confronted 
to-day.  ^ 

It,  however,    should  be  said  that  it  is  not  a  panacea.     It  wiU  Bok'^ 
meet  all  the  difficulties  with  which  you  are  confronted  on  this  qjM»*" 
tion  of  tariff  legislation.     The  object,  I  assume,  in  any  tariff  legnll^ 
tion  is  the  equalizing  of  conditions  of  competition  between  the  United 
States  and  lorei^  countries.    Even  under  normal  conditions  tixftf 
was  a  difficult  thmg  to  arrive  at.    Costs  are  difficult  to  find,  both  iO 
the  United  States  and  particularly  in  foreign  countries.     That  wmB 
difficult  when  all  of  these  foreign  countries  were  on  a  gold  basis,  whcP 
the  unit  of  value  was  definite.     Now,  when  these  countries  have  goiii^ 
onto  a  depreciated  currency  basis,  when  the  Governments  have  r*-* 
sorted  to  all  sorts  of  subsidies  and  restrictions  on  commerce  and  hav^ 
interfered  with  the  courses  of  tradt^  to  a  very  great  extent,  of  course^ 
the  difficulty  of  determining  the  actual  value  outlay  which  a  foreign 
manufacturer  makes  in  producing  a  product  is  usually  ^roat. 

Tlie  unpegging  of  the  exchanges,  as  it  was  called,  in  March,  1919, 
and  the  removal  of  the  gold  embargo  in  the  United  States  added,  of 
course,  to  the  complications.  The  exchanges  of  these  foreign  coun- 
tries went  down  precipitately,  and  this  situation  with  which  you  are 
confronted  to-day  came  upon  us. 

The  fjuestion  of  prices  abroad  should  be  considered  from  two 
standpoints.  There  are  certain  stable  conunodities,  such  as  copper 
and  cotton  and  w(X)l,  which  have  a  world  price  level,  and  they  have 
more  or  less  adjusted  themselves  to  depreciation  in  the  exchanges; 
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&t  is,  the  gold  basis  prioe,  as  we  have  it  in  the  United  States,  is 
Sected  in  a  verj  mucn  higher  price  in  foreign  countries  where  the 
i-rencies  are  greatly  depreciatea. 

But  the  difficulty  in  competition  does  not  come  in  that  field.  In 
et.  the  duties,  where  there  are  duties  on  articles  of  that  kind,  are 
i\2allj  on  a  specific  basis.  The  difficulty  comes  in  certain  of  the 
lialler  items.  I  have  in  mind  articles  like  toys  and  cutlery  and 
•ttery  and  certain  chemicals.  The  exchange  value  of  foreign  cur- 
»ncie8  we  have,  of  course^  in  the  reports  ea<3i  day  from  the  Federal 
f^serve  Board.  They  show  a  very  low  value  for  these  foreign  cur- 
^nciea.  The  mark  is  valued  at  about  one  and  one-third  cents^  but 
le  exchange  value  of  these  foreign  ciurencies  is  a  very  different 
ling  from  what  is  known  as  the  purchasing  power  parity  of  these 
>reign  currencies.  In  other  words,  many  of  these,  curr^icies  have 
much  higher  value  for  the  purpose  of  the  payment  of  wages  and 
he  purchase  of  goods  within  these  foreign  countries  than  they  have 
1  the  exchange  quotations. 

A  mark,  for  example,  in  certain  cases  in  Germany  may  have  a 
'alue  of  4,  5  or  6  cents  for  the  purpose  of  the  payment  of  wages  or  the 
Kirchase  of  goods  within  that  country,  and  of  course  that  has  a  very 
listinct  eifect  upon  international  competition. 

Senator  Watson.  You  mean  by  that  that  the  mark  is  valued 
it  a  cent  and  a  third  only  for  export  purposes,  and  that  it  has  a  higher 
rtduation  for  domestic  purposes,  sucn  as  the  payment  of  wages,  etc.  t 
Commissioner  Cuubxrtsok.  It  is  not  a  deliberate  attempt  on  the 
part  of  the  German  Government  to  fix  it  in  that  way.  Senator,  but 
iCovemment  subsidies,  ^vemment  regulations  and  restrictions  and 
the  force  of  custom  which  still  leads  the  mind  of  the  Gennan  people 
to  go  back  to  the  original  value  of  the  mark — all  that  has  tended  to 
hold  up  the  value  of  the  mark  for  internal  purposes  within  that 
country. 

Senator  Smoot.  And  there  are  certain  commodities  the  prices  of 
wliich  are  fixed  by  Germany  ? 
Commissioner  Citlbertson.  Yes,  Senator. 

Senator  Smoot.  And  that,  too,  gives  the  mark  a  greater  value  in 
Germany  than  the  value  of  gold  outside  ? 
Commissioner  Cclbbbtson.  Yes,  sir. 

Senator  La  Follette.  How  does  the  fixing  of  the  price  of  a  com- 
modity tend  to  hold  up  the  value  or  increase  the  value  of  the  mark 
in  local  circulation  ?    Explain  that,  will  you  t 

Commissioner  Culbbrtson.  It  is  not  in  the  fixing  of  the  price  so 
nwich,  Senator.  Rents  are  fixed  by  the  government  in  Germany  and 
are  maintained  at  a  very  low  level.  Of  course  that  reduces  the  cost. 
Certain  subsidies  are  given  for  railroad  maintenance  which  help  to 
maintain  much  lower  transportation  rates  than  would  otherwise  be 
passible.  That  tends  in  certain  fields  to  maintain  this  higher  level 
of  value  for  the  mark. 
Senator  Smoot.  And  adds  to  the  purchasing  power  of  it. 
CommiBsioner  CuLBEBTsoN.  Yes. 

Senator  La  Follette.  It  has  the  same  purchasing  power  in  all 
transactions  in  Germany,  has  it  not  ? 

Commissioner  CupBEBTSOK.  Yes;  but  it  does  not  have  the  same 
purchasing  power  for  international  exchange. 
Senator  La  Follette.  Oh,  I  imderstand  that. 


'68  TABIFF — ^AMEBICAN  VALUATIONS. 

■ 

CominissicHier  Culbbktsok.  It  does  not  have  the  same  pure 
power  ioF  interna tional   exchange   as  for   internal  purchasing 
Germany. 

Senator  La  Follette.  Where  is  this  information  obtained 
you  are  now  giving  us  ? 

Commissioner  Culbertson.  It  has  been  worked  out  by  the 
mission's  staff. 

Senator  La  Follette.  From  what  sources  did  jou  obtain  it  ( 

Commissioner  Culbertson.  By  studying  the  mdex  numbers, 
far  as  determining  the  purchasing  power  pmty  is  concerned. 

Senator  La  Follette.  To  put  my  question  in  another  way.  i 
the  TariflF  Commission  had  any  reports  from  its  employees  or  agen 
abroad  on  this  subject  ? 

Conunissioner  Culbertson.  Two  of  our  men  have  just  return 
from  Germany,  Mr.  Emster  and  Mr.  Weber. 

Senator  La  Follette.  How  recently  ? 

Commissioner  Culbertson.  Mr.  Ernster  returned  day  before  y 
terday. 

Senator  La  Follette.  Have  they  made  a  report  as  to  the  resula 
of  their  investigation  over  there  ? 

Commissioner  Culbertson.  Mr.  Weber  broujght  back  a  large  qun 
tity  of  very  valuable  wage  data,  and  it  is  being  compiled  now  asA 
analyzed,  just  as  I  have  indicated  here,  showing  the  actual  purcksf' 
ing  value  of  the  wages  in  marks.  Of  course,  it  is  not  very  significant 
to  say  that  a  man  gets  50  marks  a  day  in  Germany  unless  you  knov 
how  much  those  50  marks  buy  in  actual  consumable  goods. 

Senator  La  Follette,  Exactly;  what  the  bread  and  butter  valu' 
of  the  mark  is. 

Commissioner  Culbertson.  We  are  trying  to  determine  that  fn»n: 
those  index  numbers. 

Senator  La  Follette.  How  soon  will  those  reports  be  accessible' 

Commissioner  Culbertson.  The  material  is  accessible  to  the  com- 
mittee immediately,  Senator.  In  published  form  I  should  say  :* 
would  be  probably  a  month.  I  thmk  the  expert  in  charge  of  that 
field  said  the  other  day  that  he  thought  bv  the  first  week  m  Augu^* 
he  would  be  able  to  submit  the  tables  to  the  commission. 

Senator  La  Follette.  Excuse  me  for  diverting  you  from  you: 
remarks. 

Senator  Watson.  There  has  been  no  effort  made  bv  the  Gerni*n 
Government  in  that  regard 

Commissioner  Culbertson.  I  do  not  think  there  has  been  any 
eft'ort  except  that  I  am  advised  that  it  is  to  the  interest  of  the  Gcrnwin 
Government  to  keep  the  mark  on  a  low  level. 

Senator  Watson.  Yes;  there  is  no  doubt  about  that.  But  thint^ 
are  not  so  chaotic  in  Germany  that  wages  are  paid  in  a  mark  of  oixf^ 
value  in  one  industry  and  of  another  value  in  another  industry  i 

Commissioner  Culbertson.  Xo,  Senator. 

Senator  Watson.  I  suppose  for  wage  purposes  the  mark  is  worth 
the  same  all  over  Germany  in  all  the  different  industries.  WimH 
you  not  think  so  ? 

Commissioner  Culbertson.  Yes;  that  is  correct.  That  situation 
places  Germany  at  a  disadvantage  when  she  comes  to  buying  raw 
materials  in  the  United  States  or  in  other  countries  where  the  value 
level  is  higher.     Whqn  she  comes  to  purchase  things  like  cotton  ami 
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Sper  she  is  at  a  disadvantage  in  those  industries  in  competing  with 
us  tries  in  the  United  States;  that  is,  by  that  much. 
Senator  Shoot.  But  it  is  offset  partially  by  the  fact  that  when  she 
cports  goods  to  America,  we  will  say,  she  gets  her  gold  for  the  amount 
lat  she  charges  for  her  goods;  and  whUe  that  is  a  basis  of  IJ  cents, 
lat    1^  cents  will  pay  her  employees  equal  to  4.65  per  cent  as 
sported  hy  the  greatest  statistician  in  Germany, 
Commissioner  Culbebtson.  Of  course,  it  will  be  a  great  advantage 
y  her  if  she  can  purchase  those  raw  materials  in  countries  where 
he  currency  is  more  depreciated  than  it  is  in  Germany. 
Senator  Smoot.  Certamly. 

Commissioner  Culbebtson.  So  if  she  turns  to  Russia,  for  example, 
o  purchase  her  raw  materials,  and  purchases  her  raw  materials 
here  on  the  depreciated  basis  of  the  ruble,  and  then  sells  her  goods 
n  the  American  market,  she  of  course  makes  a  double  gain. 

It  is  in  the  smaller  industries,  however,  where  I  think  Germany 
rill  have  a  very  decided  advantage  because  of  this  exchange  situa- 
tion. Industries,  like  the  toy  incuistry — and  I  only  use  that  as  an 
example  of  quite  a  nmnber  of  others — ^where  she  puts  a  good  deal 
of  labor  into  the  fabrication  of  the  goods  and  where  the  raw  material 
\s  a  relatively  small  item — in  those  cases  she  is  bound  to  have  for 
many  years  a  very  decided  advantage  arising  from  this  pecuUar 
condition  with  which  we  are  confronted. 

Senator  XhuiNOHAM.  When  you  were  interrupted  you  were  going 
to  give  us  some  illustrations  of  the  proposition  you  have  advanced. 

Commissioner  Culbebtson.  I  think  those  are  a  Uttle  further  along 
in  my  notes,  Senator. 

As  I  said  before,  the  American  valuation  is  one  of  the  means  by 
which  the  bill  seeks  to  meet  this  peculiar  and  unprecedented  situa- 
tion with  which  we  are  confronted,  and  as  I  say,  I  believe  it  will 
assist  very  materialljr  in  meeting  it,  but  it  will  not  act  as  a  panacea 
for  this  entire  situation. 

You  have  heard  the  administrative  difficulties  of  American  valu- 
ation discussed.  They  are  real,  but  they  are  not  insuperable.  I 
think  that  a  practical  administration  of  it  can  be  ultimately  worked 
out. 

For  example — ^if ,  for  generations,  we  had  had  in  this  country  the 
.Vmerican  valuation  and  we  were  now  about  to  change  to  the  foreign 
valuation  of  owr  goods,  I  beUeve  that  more  objections  could  be  raised 
against  the  change  from  domestic  to  foreign  valuation  than  can  be 
raised  against  a  cnange  from  foreign  to  domestic  valuation. 

Senator  Gebbt.  You  say  it  can  be  worked  out.  How  long  do  you 
thinlc  it  will  take  ? 

Commissioner  Culbebtson.  I  understand  that  the  appraisers  in 
^'ew  York  are  now  working  out  the  details  of  it.  That,  of  course,  is 
a  highly  technical  matter,  and  no  doubt  the  machinery  will  work 
with  some  friction  for  a  while;  but  I  should  say  that  within  a  couple 
^f  months  the  customs  officials  would  be  ready  to  administer  a  law 
of  this  kind. 

^  Senator  Gebbt.  Do  you  think  it  would  run  smoothly  as  soon  as 

that?  ^  ^ 

Commissioner  Culbebtson.  It  would  not  run  as  smoothly,  of 
course,  as  the  present  system,  because  the  present  system  has  back 
^^1  it  years  of  decisions  and  traditions  and  experience  and  practice, 
^nd  it  would  be  some  time  before  it  would  be  functioning  smoothly. 
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Senator  Gerry.  Necessarily  would  there  not  be  very  many  appeai 
from  the  appraisers  to  the  board  ? 

Commissioner  Culbertson.  There  ^re  a  great  many  to-day,  5 
ator.     I  have  no  doubt  that  there  would  have  to  be  a  number 
basic  decisions  by  the  Board  of  General  Appraisers  and  the  Court 
Customs  Appeals  interpreting  these  phrases,  like  "comparable*'  an 
'^ competitive/^     That  would  be  inevitable. 

Senator  Gerry.  And  comparing  certain  of  the  commodities  vnt'i 
others,  I  suppose?    That  would  have  to  be  determined? 

Commissioner  Culbertson.  Yes^  Senator. 

Senator  Gerry.  To  determine  what  commodities  are  comparable 
with  other  commodities  ? 

Commissioner  Culbertson.  Yes,  sir.  That  is  the  verv  ht^tr 
problem  in  American  valuation,  the  question  of  comparability  an^ 
what  competes  with  another  product. 

Senator  Gerry.  And  naturally  that  would  take  time,  because  it 
would  have  to  wait  until  it  went  up  on  appeal,  and  there  would  he  i 
number  of  those  cases  going  up  on  appefl,  would  there  not  ? 

Commissioner  Culbertson.  The  plan,  of  course,  and  the  m<»**. 
effective  way  of  putting  through  a  law  of  this  kind,  would  be  to  put 
a  good  deal  of  power  into  the  hands  of  your  appraiser  and  let  him 
determine  the  question  of  comparability  without  a  long  seriei*  t^f 
appeals. 

Senator  La  Follette.  You  would  make  his  decision  final  ? 

Senator  Gerry.  You  might  get  appraisers  disagreeing  in  different 
sections  of  the  country,  might  you  not  ? 

Commissioner  Culbertson.  You  might  have  that. 

As  to  the  question  that  you  asked,  Senator  La  Follette,  it  would  !>»• 
highly  arbitrary  and  contrary  to  American  tradition  to  have  un- 
appealable decisions,  but  I  do  not  think  it  is  unconstitutional.  I 
think  that  is  a  phase  of  this  law  that  ought  to  be  considered. 

Mr.  McNabb,  our  customs  lawyer,  has  given  that  matter  a  grn^i 
deal  of  attention.  Perhaps  you  would  like  to  ask  him  some  que^- 
tions  a  little  later  on  that  particular  phase. 

Senator  Gerry.  You  aavocate  no  appeal  from  any  of  the  ap- 
praisers ? 

Commissioner  Culbertson.  I  should  rather  not  be  put  in  th^* 
position  of  advocating  anything.  I  think  it  is  a  question  whirh 
would  have  to  be  considerea  by  the  committee.  I  thmk  it  is  consti- 
tutional, however,  to  make  it  that  way. 

The  difficulty  of  administration  and  the  revolutionary  character 
of  American  valuation  are  illustrated  by  a  niunber  of  thines.  It  ha^^ 
been  generally  assumed  that  American  valuation  would  establi^ 
a  higher  level  of  value  than  exists  abroad  In  fact,  in  figuring  out  iho 
duties  I  am  advised  the  Ways  and  Means  Committee  figured  what 
would  be  a  fair  duty  on  a  foreign  valuation  and  then  reduced  that  bv 
a  c<frtain  amount.  In  general  that  is  a  correct  assumption.  There 
are  cases,  however,  where  the  foreign  value  is  as  high  as  or  even 
higher  than  the  American  goods.  I  mention  this  to  suggest  the  carr 
with  which  you  must  proceed  in  fixing  ad  valorem  duties  on  the 
American  valuation. 

Let  me  just  give  one  or  two  examples,  and  I  will  draw  them  fn)in 
the  field  of  cotton  textiles,  because  that  is  a  very  important  industrr 
in  this  country  and  ono  which  is  vitally  concerned  in  this  legialatiun. 
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The  invoice  price  of  Anderson  ginghams — they  are  ginghams  pro- 
uced   abroad — has  been  higher  than  the  wholesale  price  of  the 
rarest  domeetic  ginghams.     The  domestic  gingham  is  not  exactly 
le  same  fabric,  but  it  mi^ht  be  considered  as  comparable  with, 
n<l  it  certainly  competes  with,  the  Anderson  ginghams. 
That  illustrates,  of  course,  the  power  which  you  place  in  the  hands 
f  your  appraising  officer  in  determining  what  is  comparable  and  what 
ompetes  with  American  goods. 
Senator  Watson.  Where  are  Anderson  ginghams  made? 
Commissioner  Culbkrtson.  In  Scotland,  Senator,  I  believe. 
Another  case  is  that  of  pl;^  voiles.     These  voiles  are  imported  into 
his  country  and  compete  with  the  American  product.     The  foreign 
product  might  be  considered  to  be  comparable  with  and  competing 
rith  certain  voiles  made  by  our  industries  here. 

Senator  La  Follette.  Are  the  foreign  ply  voiles  higher  in  cost 
price  than  ours  ? 

Commissioner  Culbertson.  Yes,  sir;  the  invoice  value  of  them 
when  sent  to  the  United  States  would  be  higher  than  the  price  of  the 
comparable  American  product. 

Another  case  is  transparent  organdies.  They  are  higher  than  the 
comparable  and  competitive  organdies  produced  in  the  United 
Slates.  It  is  largely  because  of  certain  quality,  certain  reputation, 
certain  finish  which  it  is  perhaps  rather  difficult  to  define.  It  might 
bo  exactly  the  same  structure,  the  same  weave,  the  same  size  varns, 
but  still  there  is  a  certain  feature  about  these  organdies  which  lead 
their  invoice  price  to  be  higher  than  the  comparable  and  competitive 
product  in  the  United  States. 

Senator  Watson.  Are  they  higher  because  the  cost  of  production 
is  greater  abroad  than  here  t  ^e  higher  wages  paid  over  there  in 
that  sort  of  industry  than  are  paid  here  ? 

Commissioner  Culbertson.  I  think  it  is  more  because  of  the 
Imputation  of  the  article,  the  basis  on  which  it  sells  in  the  American 
market. 

Senator  McCumber.  Do  they  have  really  better  wearing  qualities 
or  dye  qualities  ? 

Commissioner  Culbertson.  It  is  perhaps  more  the  appeal  of  the 
trade  here,  the  desire  of  the  trade  to  get* that  particular  quality  of 

fabric,  that  particular  style 

Senator  Smoot.  You  have  mentioned  in  yoiu:  IctstJ  word  the  impor- 
tant thing — style. 

CommiaBioner  Culbertson.  Most  of  our  Venetians — coat  lining, 
you  know — came  from  England  before  the  war.  The  industry  de- 
veloped tremendously  in  the  United  States  during  the  war,  and  we 
hare  now  a  very  important  Venetian  industry. 

Foreign  Venetians  are  desired  largely  because  of  their  silk-like  finish. 
They  have  the  same  structure,  the  same  weave,  the  same  general 
characteristics,  but  because  of  their  silk-like  finish  they  are  imported 
*t  a  somewhat  higher  price,  frequently,  than  the  comparable  and 
competitive  American  fabric. 

I  might  c<>ntinue  these  illustrations  at  length,  but  it  is  brought  to 
your  attention  simply  as  a  warning  that  in  fixing  duties  you  can  not 

'"^^ys  assume  that  the  American  price  is  higher  than  the  foreign 
pnce. 

Senator  La  Follette.  How  would  you  meet  a  situation  of  that 
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Commissioner  Culbertson.  You  will  have  to  adjust  your  hi 
valorem  duties^  of  course,  to  meet  a  situation  of  that  kind. 

Senator  La  Follette.  That  is,  you  would  have  to  have  a  complrl 
list  of  all  of  the  articles  produced  at  a  higher  value  in  this  countrv 
meet  that  by  special  provisions  ?    Is  that  it  ? 

Commissioner  Culbebtson.  You  may  recall  the  hundred  samph 
of  the  old  TariflF  Board  which  you  used  in  1913  so  effectively  in  tl 
Senate  debates  ? 

Senator  La  Follette.  I  do. 

Commissioner  Culbebtson.  We  are  taking  samples  similar  to 
those  and  are  endeavoring  to  work  out  comparable  prices.  Wo  hare 
men  in  New  York,  now,  who  are  working  on  the  general  problem  d 
the  comparison  between  foreign  and  domestic  vtdues  in  order  tlut 
this  conmiittee  may  have  that  detailed  information  upon  which  to 
base  its  decisions  in  cases  of  this  kind. 

In  conclusion,  Mr.  Chairman,  I  would  like  to  say  this  about  legis- 
lation on  American  valuation.  I  hope  that  in  considering  American 
valuation  it  will  be  considered  in  connection  with  the  whole  tariff 
structure.  It  is  a  revolutionary  step.  It  is  probably  a  desirable 
step  in  view  of  the  imsettled  an^  very  critical  conditions  with  whici 
we  are  confronted  to-day;  but  I  feel  that  in  constructing  any  tariff 
law  that  as  many  of  the  rates  as  possible  should  be  put  on  a  specific' 
basis.  You  should  have  as  many  rates  as  possible  on  a  specific  basis 
and  go  as  far  in  that  direction  as  you  possifcly  can. 

The  Chaibsian.  That  is  generally  admitted. 

Commissioner  Culbebtson.  Yes.  But  there  is  also  this  corollarv 
which  must  be  kept  in  mind,  and  that  is  that  when  you  do  hsv* 
specific  rates  you  must  be  very  careful  about  your  classification, 
because  the  tendency  is  for  these  specific  rates  to  bear  very  hcavilv 
upon  the  cheaper  fabrics.  You  have  to  watch  your  classification 
problem  all  along  the  line  for  that  reason. 

I  think  if  you  do  adopt  American  valuation,  or  even  if  you  adopt 
foreign  valuation  finally,  you  should  give  very  serious  considera- 
tion to  the  question  of  proclaimed  or  fixed  valuations.  I  me»an 
by  that  to  consider  whether  it  would  not  be  advisable  to  authori/e 
some  commission  or  some  bureau  to  select  certain  fields  within 
which  values  would  be  fixed  and  proclaimed  for  a  certain  period. 
You  may  select,  for  example,  the  field  of  chinaware,  and  within 
that  field  fix  for  a  certain  period  of  time  the  values  upon  which 
the  ad  valorem  duties  should  be  levied.  We  find  proclaimed  value? 
or  fixed  official  values  in  a  number  of  other  countries  to-day.  Thev 
are  quite  common  in  Latin  American  tarifi^s.  They  are  worked  ont 
in  the  tariff  of  India.  You  get  with  the  fixed  or  official  valuation 
the  combined  advantages  of  the  ad  valorem  duty  and  iJie  specific 
duty,  because  during  tne  period  of  the  fixed  value — say  it  were  six 
months — the  ad  valorem  duty  is  simply  assessed  upon  a  value 
fixed  from  the  best  knowledge  which  was  available  on  that  character 
of  goods,  and  it  operates,  oi  course,  as  a  specific  duty.  You  do  noi 
have  to  pass  on  each  invoice.  You  do  not  have  the  question  of  the 
valuation  of  the  individual  shipments,  but  you  have  the  best  juds- 
ment  of  an  official  body  as  to  what  the  value  level  of  that  product 
is,  and  in  that  way  you  get  the  benefit  of  a  specific  duty  and  abo 
the  advantage  whicH  comes  from  the  adjustment  of  values  and  of 
the  application  of  the  ad  valorem  duties. 
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Senator  Watson.  You  think  it  would  work  no  economic  injury 
n  have  fixed  values  even  under  the  present  chaotic  conditions 
liroughout  the  world,  fixing  it  for  six  months  or  nine  months? 

Comniissioner  Cut.bektson.  I  think  it  places  us  in  the  hands  of  a 
)odv  that  would  take  care  of  sudden  fluctuations  in  value  and  take 
rare  of  them  in  a  much  effective  way  than  could  he  done  either  by 
^pocific  duties  or  by  simply  leaving  it  open  for  each  shipment  to  be 
valued  by  it«elf. 

Senator  Smoot.  That  would  only  apply,  however,  to  a  limited 
line  of  goods. 

roramissioner  rm.BEETSON.  Just  to  a  Umited  line.  You  would 
have  selected  cases  here  and  there.  The  commission  mentioned 
t^Aat  in  its  report  on  American  valuation. 

But  in  connection  with  American  values  I  think  you  will  also 
need  to  consider  the  question  of  countervailing  duties.  You  have 
to-day,  in  the  act  that  has  come  to  you  from  the  House,  the  old  pro- 
vision relating  to  countervailing  duties  to  be  assessed  in  the  case  of 
bounties  and  subsidies  fixed  by  foreign  Governments. 
Senator  Watson.  What  is  the  page? 

Commissioner  CuLBERTSoN.  Page  212  of  the  Senate  print  of  the 
bill.  That  provides  for  countervailing  duties  to  be  assessed  on  any 
product  which  hm  benefited  by  a  bounty  or  grant  upon  the  expor- 
tation or  production  of  any  article  abroad.  That  came  into  promi- 
nence at  the  time  of  the  sugar  bounties,  out  of  which  grew  the  famous 
Bru3sels  sugar  convention. 

May  I  suggest  that  you  consider  the  advisability  of  extending  a 
^Tovision  of  that  kind  to  cover  these  governmental  subsidies  and 
other  indirect  and  direct  means  by  which  Governments  abroad  are 
jissistin^  industry  and  thereby  placing  their  industries  in  a  very 
fHVorable  position  to  compete  with  American  industries. 

That  leads  me  also  to  suggest  that  the  antidumping  statute  be 
considered  very  carefully  in  connection  with  this  whole  scheme. 
In  my  judgment,  the  administration  of  an  antidumping  statute 
should  he  in  the  hands  of  a  commission  or  bureau.  I  feel  that  the 
administration  of  an  antidumping  statute  is  not  the  function  of 
the  Treasury  Department.  Their  task  is  largely  a  question  of  the 
administration  of  the  law,  the  collecting  of  duties,  while  dumping 
raises  an  industrial  problem. 

The  question  is,  What  effect  is  competition  having  upon  American 
industry?  It  is  like  the  problem  that  you  have  placed  in  the  hands 
of  the  Federal  Trade  Commission,  the  question  of  unfair  competition. 
^  ou  have  placed  it  in  the  hands  of  that  commission  in  the  case  of 
domestic  commerce.  I  think  you  ought  to  place  it  in  the  hands  of 
a  commission  to  handle  cases  of  unfair  competition  in  the  importation 
^^f  goods.  Do  not  limit  your  definition  of  dumping,  as  you  have 
already  limited  it  in  the  law,  to  merely  underselling,  but  give  this 
commission  or  bureau  full  power  to  consider  cases  of  unfair  compe- 
tition in  importation. 

The  Chairman.  Do  you  recommend  to  this  committee  that  it 
^lould  create  a  machinery  that  would  follow  the  example  of  the 
Fcdpnd  Trade  Commission  ? 

Commissioner  Cflbertson.  So  far  as  it  is  handling  cases  of  unfair 
competition,  Mr.  Chairman. 

The  Chairman.  I  thought  that  had  become  a  nightmare  of  the 
P^t  in  the  early  days. 
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vSenator  La  Fol.lette.  It  has   to   the   people  who   are   unfi 
competing. 

The  CiLURMAN.  They  are  extinguished. 

Senator  La  Foli^ette.  No;  they  are  not  extinguished,  but 
have  a  remembrance  of  the  fact  that  they  have  been  investigated 
this  commission. 

Commissioner  Culbertson.  These  unfair  cases  of  competil 
abroad  are  illustrated  bv  full  line  forcing,  a  very  dangerous  kind 
unfair  competition  in  the  dye  industry,  for  example;  and  if 
administrative  body  had  the  power  to  recommend,  upon  compl 
to  the  President,  that  this  unfair  practice  is  going  on  in  the  imj 
tion  of  goods,  and  that  your  law  would  then  authorize  the  Presi< 
to  impose  certain  additional  duties,  or  even  prohibition,  upon  tin 
importation  of  that  character  of  goods,  so  Icmg  as  that  unfair  practioe 
continues,  you  would  have  an  effective  means,  it  seems  to  me,  dl 
meeting  some  of  these  very  abnormal  and  unusual  forms  of  unftil 
competition  with  wliich  iVmerican  industry  is  bound  to  be  confronted 
during  the  next  few  years. 

Senator  Smoot.  It  is  a  very  much  better  plan  than  to  try  to  impose 
embargoes  upon  certain  lines  of  goods. 

Commissioner  Culbertson.  \es;  I  think  if  you  would  just  reveni 
the  situation,  let  vour  goods  come  in  and  stop  them  when  unfaimeM 
appears,  rather  than  stop  everything  and  only  allow  exceptions  to 
tnat  general  embargo,  you  will  apply  the  American  principle  mm 
effectively  than  in  any  other  way. 

Senator  McCumbkr.  If  you  should  include  in  the  law  itself  a  pro- 
vision to  raise  the  tariff  to  equal  any  bonus  paid  by  foreign  governr 
ments  or  advantage  given  to  governmental  agencies,  would  not  thrt 
meet  the  situation  without  creating  a  board  or  a  bureau  that  was  to 
determine  what  constituted  an  unfair  practice  or  unfair  trade  relation! 
Some  concerns  mi^ht  consider  that  anything  that  competed  with  their 
product  was  unfair. 

Commissioner  Culbertson.  That  would  be  a  case  where  thfl 
penalty  is  probably  not  to  be  applied.  A  case  of  merely  sevens 
competition  would  not  necessarily  oe  a  case  coming  under  the  law. 
I  think  the  present  dumping  law,  as  far  as  it  goes,  is  effective. 

Senator  McCumber.  Do  you  not  think  it  is  sufficient,  so  far  as  ii 
goes? 

Commissioner  Culbertson.  Yes;  it  does  not 

Senator  McCumber.  Is  there  anything  now  that  it  would  no 
cover  ? 

Commissioner  Culbertson.  I  do  not  think  it  would  cover  fuU-lin* 
forcing.     Jin  iVmorican   textile  manufacturer,  let  us  say,  wants  t 

6 articular  dye.  This  particular  dye  is  produced  only  in  Germany 
[e  goes  to  this  German  manufacturer  and  asks  him  to  sell  him  a  cer 
tain  quantity  of  that  dye.  The  German  has  a  monopoly  of  it.  Thi 
Gorman  manufacturer  says,  **  I  will  sell  you  that  dve  if  you  will  bu; 
the  rest  of  my  lino."  The  rest  of  his  line  is  procfuced  in  America 
The  American  t-extile  manufacturer  wants  to  ouy  it  in  the  Unites 
Stat(»s,  but  in  order  to  get  tliis  absolutely  essential  dye  he  must  bu 
the  full  line  of  Gorman  dyes;  ho  must  make  a  contract  with  thi 
German  manufacturer  to  buy  his  full  line  of  dyes.  That  has  bee: 
considered  an  unfair  practico  in  domestic  commerce. 

Senator  McCumber.  Specifically,  how  would  you  meet  it?  Hoi 
would  this  bureau  of  which  you  sp'^ak  meet  that  situation  ? 
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Commissioner  Culbertson.  The  most  eflfective  way  would  be  to 
rohibit  that  foreign  manufacturer  from  exporting  into  the  United 
(tales  at  all  until  that  practice  ceased. 

Senator  La  Follettb,  But,  alternatively,  you  propose  that  upon 
hese  facts  being  developed  by  investigation  there  should  be  lodged 
somewhere  authority  to  increase  the  duty  as  a  penalty  against  tnat 
)ractice  ? 

Clommissioner  Cctlbertson.  Yes;  I  think  you  must  have  lodged 

(omewhere  the  power  of  investigation.     You  must  give  the  injured 

Vmericcm  manufacturer  some  place  to  complain,  some  place  to  make 

his  case.     You  must  give  some  chance  of  hearing  in  a  case  of  this  kind. 

Senator  La  Follettb.  On  both  sides  ? 

Commissioner  Culbertson.  On  both  sides. 

Senator  McLean.  There  is  nothing  in  the  machinery  of  this  law  as 
passed  by  the  House  that  provides  for  that  ? 
Commissioner  Culbertson.    Nothing  whatever,  Senator. 
Senator  La  Follette.  You  spoke,  Mr.  Culbertson,  of  this  plan  of 
valuation  embodied  in  this  bill  as  being  revolutionary  and  an  experi- 
ment at  best,  as  I  understood  you.     You  regard  it  as  defensible 
because  of  the  conditions  existing  in  Europe  ? 
Commissioner  Culbertson.  I  think  it  is  worth  trying,  Senator. 
Senator  La  Follette.  Do  you  care  to  express  an  opinion  as  to 
the  soundness  of  the  scheme  and  the  practical  success  of  its  operation  ? 
Commissioner  Culbertson.  We  have  nothing  to  guide  us  in  that 
field.    No  foreign  countries  have  adopted  a  measure  similar  to  this. 
In  a  number  of  countries  they  assess  duties  on  what  they  call  a 
landed  value;  that  is,  the  c.  i.  f.  value  at  the  port  of  importation. 
But  in  this  law  you  go  to  the  extent  of  assessing  the  values  on  the 
basis  of  goods  in  the  principal  markets  of  the  United  States. 

Senator  La  Follette.  And  on  goods  that  are  as  nearly  com- 
parable as  possible? 
Conunissioner  Culbertson.  Yes,  and  competitive. 
Senator  La  Follette.  There  you  have  a  wide  field  and  almost 
unlimited  opportunity  for  differences  of  judgment. 

Commissioner  Culbebtson.  YHien  you  do  not  have  comparable 
and  competitive  goods  you  have  a  very  much  lai^er  problem.  Of 
course,  the  present  system,  Senator,  has  been  ver;^  much  idealized. 
The  Dresent  system  is  largely  an  accepting  of  the  foreign  invoice  values 
which  are  presented  to  tne  appraiser. 

Senator  La  Follette.  Would  it  not  be  a  simpler  problem  to  set 
up  9ome  means  of  ascertaining  the  true  value  of  the  imported  article 
on  the  other  side  and  maintaining  there  some  official  machinery  which 
could  administer  that  ? 

Commissioner  Culbertson.  I  am  a  believer  in  the  principle  of  pro- 
clauning  the  official  valuation  within  certain  fields.  If  you  put  as 
many  specific  duties  on  as  you  can  and  then  select  another  field  for 
proclaimed  and  official  values,  you  would  have  the  field  fairly  well 
covered.  The  official  valuation  could  be  fixed  either  on  the  domestic 
vdue  or  on  the  foreign  value.  Of  course,  some  organization,  com- 
Hiisaion,  or  bureau  would  have  to  have  charge  of  fixmg  those  official 
valuations.  They  could  maintain  some  machinery,  some  experts 
who  would  go  abroad  and  determine  what  the  actual  Value  of  those 
poods  were  in  foreign  markets  and  then  proclaim  those  values  for 
a  period  of  time.    Inat  would  be  entirely  practicable. 
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Senator  Watson.  For  the  firat  10  years  of  our  history  we  folloi 
the  principle  of  domestic  valuation.     Was  there  anything  in 
precedent  that  would  be  of  any  value  at  all  in  the  present  caset 

Commissioner  Culbertson.  What  has  been  referred  to  as 
mestic  valuations  is  our  early  history  is  not  the  same  thing  that 
have  in  this  bill. 

Senator  Watson.  Not  quite,  and  yet  the  principle  is  very  lai 
the  same,  is  it  not  ? 

Commissioner  Culbertson.  I  think  the  administration  of  it 
involve  much  the  same  problem,  although  in  most  of  our  earlier^ 
cedure  I  think  I  am  correct  in  saying  that  the  invoice  was  the  Hi 
of  valuation.  In  this  bill  you  get  away  from  the  foreign  invoieij 
entirely  as  the  basis  of  fixing  values.  'The  experience  in  our  eai^ 
history  was  not  long  enough,  I  should  think,  to  warrant  conclusioia, 

Senator  Smoot.  No;  and  conditions  were  entirely  different,  too; 

Senator  McCumber.  Mr.  Culbertson,  have  you  considered  tihi 
question  of  danger  of  combination  of  -iVmerican  manufacturers  in 
holding  up  their  prices  at  a  high  rate  in  order  to  obtain  a  high  tarifl 
or  by  combination  increasing  the  selling  price  of  their  products  to 
enhance  the  amount  of  taritf? 

Commissioner  Culbertson.  I  have  thought  of  that  as  a  possi- 
bility. I  so  not  see  anv  very  great  danger  in  it  now.  The  wool- 
growers  have  complained  that  since  their  only  market  is  the  domestic 
manufacturer,  the  fixing  of  that  maximum  35  per  cent  duty  in  this 
bill  would  put  them  more  or  less  at  the  mercy  of  the  domestic  manu- 
facturer, i  express  no  opinion  upon  that:  I  simply  pass  it  on  u 
another  case  of  what  I  believe  vou  have  in  mind. 

Senator  McCumber.  Of  course,  we  all  admit  that  we  are  not  in  t 
normal  condition;  that  prices  of  all  kinds  are  abnormalljr  hi^h.  In 
adopting  this  new  system  can  you  see  no  dangers  of  maintaming  A 
standard  of  cost  so  high  that  the  average  earning  capacity  of  tne 
American  people  will  not  enable  them  to  purchase  the  products! 

Commissioner  Culbertson.  I  can  see  that  the  change  of  the  basis 
of  assessing  ad  valorem  duties  would  affect  the  operation  of  the 
forces  whicn  are  determining  the  questions  of  price. 

Senator  McLean.  The  foreign  competition  will  prevent  pyramiding 
here,  will  it  not  ? 

Commissioner  Culbertson.  Yes:  I  think  it  will. 

Senator  Watson.  Except  as  to  the  jobber  and  the  retailer. 

Senator  McLean.  You  can  not  very  well  get  at  them. 

Senator  McCumber.  Then,  on  the  whole,  Mr.  Culbertson,  you 
think  there  is  no  danger  in  either  of  those  lines  ? 

Commissioner  (-ulbeutson.  I  do  not  believe  there  is.  Senator. 

Senator  wSmoot.  Mr.  Culbertson,  let  me  ask  you  if  you  have  though^ 
of  any  other  plan  that  would  better  meet  the  conditions  existii^  il 
foreign  lands  as  affecting  the  exchange  values  than  this  Amencal 
plan^  (-an  you  suggest  to  the  committee  any  plan  that  would  read 
the  situation  as  well  or  as  nearly  so  as  the  proposition  of  the  Americai 
valuation  ( 

Commissioner  Culbertson.  In  so  far  as  duties  are  to  bo  assesses 
on  the  ad  valorem  basis,  1  do  not  know  of  any  better  plan.  One  rea 
reason  is  that  the  gold  basis  in  foreign  currencies  is  gone.  The  usua 
measures  of  values  are  uncertain  and  fluctuating,  and  I  do  feel  tha 
this  is  in  part  a  mode  of  escape. 
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Senator  Smoot.  And  no  ad  valorem  duty  that  we  would  place 
>on  the  importation  of  goods  into  the  United  States  coming  from 
?rmany,  where  she  is  to  be  paid  in  a  gold  market  at  Iyu  cents,  and 
hen  she  receives  that  pay  she  can  purchase  labor  to  make  the  very 
>ods  that  are  imported  into  this  country  at  least  three  times  the 
naount,  would  meet  that  situation^  would  it? 

(\>mmissioner  Culbertson.  It  is  very  difficult,  Senator;  and  re- 
lember  that  even  a  duty  levied  upon  the  American  valuation  only 
elps  correct  the  difficulty. 

llic  Chairman.  Are  you  through,  Mr.  Culbertson? 

Commissioner  Culbertson.  I  am,  Mr.  Chairman. 

The  Chairman.  Has  the  committee  any  desire  to  interrogate  the 
ntness  any  further? 

Senator  JLa  Follette.  Suppose  we  should  want  to  recall  any  of 
he  witnesses  ? 

Ttie  Chairman.  You  can  recall  any  of  them.  I  have  no  doubt  that 
hey  will  be  glad  to  return  at  any  time. 

Mr.  Charles  E.  McNabb,  representing  in  a  legal  capacity  the 
ictivities  of  the  Tariff  Commission,  now  desires  to  finish  the  statement 
which  he  began  yesterday. 

STATEMENT  OF  MB.  CHABIES  E.  McITABB— Besumed. 

Mr.  McNabb.  Mr.  Chairman,  at  the  close  of  yesterday^s  hearing 
Senator  McLean  inquired  about  the  possibility  of  a  duty  upon  duties. 
Tliat  is  not  a  menace  at  all. 

Senator  Watson.  The  possibility  of  what? 

Mr.  McNabb.  A  duty  upon  duties. 

Senator  Smoot.  I  will  say  to  the  Senator  from  Indiana  that  that 
question  was  raised  by  the  Senator  from  North  Carolina,  Mr.  Simmons, 
I'laiming  that  xmder  the  American  plan  it  would  result  in  paying  a 
ilut y  upon  duties. 

Mr.  McNabb.  In  the  first  place,  the  appraising  officers  will  fix 
values  upon  comparable  and  competitive  aomestic  products  if  there 
are  any  sold  in  the  open  markets.  Those  products  do  not  carry 
duties.  Consequently,  any  duties  paid  upon  imported  merchandise 
on  the  value  of  domestic  products  would  necessarily  not  be  the  pay- 
ment of  duty  upon  duties. 

To  be  sure  in  instances  where  the  foreign  selling  price  of  an  imported 
article  is  substantially  equal  to  the  ^Vmerican  selling  price  of  a  com- 
peting article,  the  imported  article  cx)uld  not,  without  loss,  be  sold 
for  less  than  the  foreign  selling  price  plus  the  duty,  and  expenses,  and 
in  such  event  the  American  selling  price  might  be  raised  to  the  same 
level,  30  that  on  a  subsequent  importation,  duty  would  in  effect  be 
laid  on  the  prior  American  selling  price  plus  expenses  and  the  former 
duty  paid.  This  rule  would  not  hold  with  respect  to  articles  of 
lower  foreign  selling  price  than  the  price  of  competing  American 
articles. 

Senator  Walsh.  Would  it  not  be  possible  for  producers  to  get  into 
collusion  and  fix  values  i 

Mr.  McNabb.  I  am  coming  to  that  in  a  moment,  Senator  Walsh. 
That  is  a  matter  which  I  wish  to  take  up  immediately  after  this. 

In  the  next  place,  duties  upon  duties  would  not  be  imposed, 
according  to  the  terms  of  section  402,  at  page  233  of  H.  R.  7456, 
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whenever  in  the  judgment  of  the  appraising  officers  the  inelnsioc 
duties  in  the  appraised  value  would  not  make  a  fair  market 
which  is  requirea  by  the  terms  of  this  bill  to  be  the  appraised  va 
For  instance,  if  the  price  paid  abroad  for  the  imported  merchan 
with  duties  added,  with  profits  in  the  United  States  added,  and 
expenses  of  sale  added,  would  amount  to  more  than  the  fair  ma 
value  of  such  merchandise  in  the  United  States,  the  appraising  o 
are  expressly  given  the  power  not  to  inolude,  but  to  exclude. 
duties.     If,  on  the  other  hand,  the  goods  are  bought  at  a  price  abn 
which  with  duties  and  profits  and  commission,  if  any,  and  expenses 
sale  added  would  still  make  the  value  less  than  the  fair  market  t&I 
in  the  United  States,  the  appraising  officers  have  authority  to  inclu 
the  duties. 

In  an^  event,  if  duties  were  always  included  it  would  not  be  sa 
a  pjrramiding  as  I  understood  Senator  Sinmions  yesterday  to  have  i 
mmd,  because  the  selling  price  abroad  would  in  all  probability  ter 
to  remain  stable.  It  would  not  increase  with  each  imixHtatitii 
So  that  in  the  end  the  duties  would  affect  the  value  in  the  Unit 
States  in  a  relatively  small  way.  Thus  a  dutv  of  10  per  cent  on  Si 
would  not  advance  the  dutiable  value  when  tne  selling  price  sbroU 
remained  at,  say,  the  equivalent  of  50  cents.  The  tendencv  wouU 
hardly  be  toward  any  considerable  increase  in  American  vaTues.  It 
all  would  be  largely  governed  by  competition. 

Now,  as  to  the  matter  that  Senator  McCumber  and  Senator  WaL^ 
and  other  Senators  spoke  of  yesterday.  The  matter  of  manipulatinf 
prices,  of  domestic  manufacturers  getting  together  and  raising  prices, 
or,  if  you  please,  of  importers  getting  together  and  lowering  prices. 
is  covered  ny  the  terms  of  section  402,  at  page  232  of  H.  R.  7456. 

Senator  Walsh.  Will  you  read  that  into  the  record,  please  1 

Mr.  McNabb.  I  am  reading  from  line  9,  page  233: 

No  protended  sale  or  offer  for  sale,  and  no  sale  or  offer  for  sale  tending  to  estabtt^i 
fictitious  market,  shall  be  held  to  establish  value  as  herein  defined;  nor  shall  a  \uv 
substantially  raised  or  lowered  at  the  time  of  exportation  othenriiie  than  in  the  or* 
nary  course  of  trade  be  deemed  to  be  such  \'alue. 

Senator  McCumber.  That  would  cover  the  case  of  a  c<HnbinaU«'r 
to  raise  prices  after  the  goods  had  been  exported.  But  suppi^ 
independent  of  the  matter  of  the  date  of  exportation  a  few  of  oar 
American  monopolies  would  get  together  ana  fix  the  price  of  thei: 
product  at  a  very  much  higher  rate.  How  is  thai  covered  in  ths: 
section  ? 

Mr.  McNabb.  Senator,  it  is  the  date  of  exportation  that  wib 
govern.  Anything  done  subsequent  to  the  date  of  exportati«« 
would  he  outside  of  this  provision. 

Senator  McCitmber.  Well,  suppose  it  was  subsequent  to  thb 
exportation,  then,  and  still  other  export^itions  would  come  into  thi« 
country.  What  have  you  there  to  meet  a  case  of  combinatioo  ty 
fix  prices^  It  will  not  affect  anything  that  is  alreadv  shipp^^i 
acconling  to  that  section  which  you  have  just  read,  but  liow  aDt>u: 
the  things  that  come  in  afterwards  t 

Stniator  McLean.  If  the  tariff  were  not  impoRed  the  exporter 
would  have  an  immeiliate  advantage  if  a  combination  here  raL^'^' 
prices,  and  they  could  not  he  raised  unless  they  imposed  the  tahfi  a^ 
the  same  time. 
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Senator  McCumbes.  Suppose  they  did  this:  Suppose  they  raised 
tie  price  in  this  country  aba  thei'eby  imposed  a  higher  dutv  and  the 
>rei^ner  would  still  raise  his  prices  a  little  so  as  to  just  he  able  to  sell 
n  this  country.  How  are  We  protected  against  that  double  combi- 
lation  ?  As  stated  by  one  of  the  witnesses  yesterday)  it  is  quite  a 
ommon  practice  for  the  exporters  from  a  loreign  country  to  the 
United  States  to  raise  their  prices  to  just  such  an  extent  mat  they 
an  enter  the  field  .in  competition  With  the  American  ptice,  even 
hough  they  make  enormous  profits  by  doing  so ;  and  there  is  one  of 
he  cfan^ersi  I  thinki  that  a  great  many  feel  is  the  real  danger. 

Mr.  McNabb.  And  that  is  done  under  the  present  system  of  ap- 
praisingy  Senator  McCumber. 
Senator  McCumber.  Certainly. 

Mr.  McNabb.  There  are  ways  to  meet  that,  assuming  that  it 
would  be  done  at  such  time  and  in  such  way  as  would  not  Dring  the 
merchandise  within  the  provisions  that  I  have  just  read.    There  are 
ways  within  the  bill,  and  without  the  bill,  for  meeting  such  diffi- 
culties.   One  possible  way,  if  the  Congress  saw  fit  to  do  it,  would  be 
to  give  the  appraising  officers  the  power  to  ascertain  the  value  as  of 
the  time  of  tne  contract  of  purchase  of  the  goods,  which  might 
antedate  the  exportation  and  the  subsequent  importation  by  months 
or  even  a  year  or  more.    Some  thought  was  given  to  that,  and  it 
was  put  in  a  report  submitted  by  the  Tariff  Commission  to  the 
Committee  on  Ways  and  Means.    The  date  of  purchase  of  the  goods 
is  not  known  generally.     The  American  importer  and  the  foreign 
exporter  know  the  date  of  the  contract^  which  might  be  a  continuing 
one  running  for  a  term  of  years.    The  American  producers,  on  the 
one  hand,  and  the  American  importers,  other  than  the  one  who  is 
a  party  to  the  contract,  would  know  nothing  of  this  particular  order 
for  the  goods.    But  one  objection  to  that  is  the  uncertainty  of  the 
date  of  the  contract.    It  seems  to  me  that  there  would  be  few  cases 
which  would  not  be  met  by  one  of  these  provisions,  and  if  there 
were  such  cases  that  could  not  be  met  by  competition  of  commerce, 
then  it  seems  to  me  that  a  broad  power,  perhaps  such  as  indicated 
hy  Mr.  Culbertson,  might  be  invoked. 

Senator  McCumbeb.  Don't  you  think,  Mr.  McNabb,  that  the  law 
or  rule  or  provision  will  work  iust  as  freely  in  this  country  if  we 
adopt  the  American  valuation  plan  as  it  has  worked  in  the  past  when 
v»e  adopted  the  foreign  selling  price  ? 

Mr.  McNabb.  I  think,  Senator  McCumber,  it  will  work  more 
freely,  and  one  reason  is  this,  that  the  American  producers  must 
niake  known  their  selling  prices ;  those  selUng  prices  will  have  to  be 
ascertained  by  the  appraising  officers. 

Senator  Walsh.  Would  not  that  very  fact  tend  to  collusion — the 
fact  that  they  have  to  make  that  known  ? 

Mr.  McNabb.  Well,  it  must  be  collusion  of  such  nature  as  will  not 
pnng  them  within  this  provision  and  within  the  provisions  of  exist- 
"^  law,  such  as  the  Federal  Trade  Commission  act,  because  the 
domestic  manufacturers,  the  domestic  producers,  are  amenable  to 
w  law  on  the  statute  books,  and  foreigners  are  not,  so  that,  Senator 
Wdsh,  if  that  were  done  to-day  under  existing  law  in  unfair  com- 
peUtion  the  Federal  Trade  Commission  would  have  jurisdiction. 
Senator  Walsh.  If  they  could  prove  it. 
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Mr.  McNabb.  Yes;  if  they  could  prove  it.     Of  course,  it 
have  to  be  a  matter  of  proof,  and  it  could  be  proved,  it  seems  to 
It  could  be  proved,  whether  or  not  the  basis  of  duties  ad  valorem i 
be  changed,  because  it  is  all  within  the  borders  of  the  United  Si 
and  consequently  within  the  jurisdiction  of  the  Federal  Trade 
mission. 

But,  coming  back  to  Senator  McCumber's  question,  the  Amc 
prices  will  be  known.     The  wholesale  selling  prices  will  be  ai 
and  the  books  will  be  open,  because  the  appraising  officers  are  ^ 
power  not  only  to  seek  foreign  values  but  to  seek  the  source  of  v^ 
in  the  United  States,  including  the  cost  of  production.     The  boobi 
every  American  producer  must  be  opened  at  the  call  of  the  appi 
oflRcers  of  the  United  States  if  this  bill  goes  through. 

Senator  Walsh.  That  is  interference  on  the  part  of  the  Goi 
ment. 

Senator  La  Follette.  That  is  more  business  than  Govomment 

Mr.  McNabb.  They  are  open  to  the  Federal  Trade  Commit 
to-day.     It  is  only  a  matter  of  giving  the  appraising  officers  infoi 
tion  for  the  purposes  of  the  tariff.     It  is  rather  a  limited  jurisdic 
because  their  inquiries  would  relate  only  to  trade  prices  for  dui 
ad  valorem. 

Senator  Walsh.  Of  course,  they  ought  to  be  given  such  inf( 
tion  in  order  to  collect  tax  data. 

Mr.  McNabb.  Does  that  answer  your  question.  Senator  McCumI 

Senator  McOumber.  I  think  so. 

Mr.  McNabb.  1  am  not  taking  the  committee's  time  to  go  ii 
various  aspects  of  these  matters.     I  am  trying  to  confine  myself 
one  answer  to  each  question  because  I  know  the  committtje  is  in 
hurry  to  proceed. 

Now,  another  matter  which  was  deveh)ped  in  a  sense,  but 
developed  in  another  sense,  on  yesterday,  is  the  matter  of  expedil 
in  gettmg  imported  goods  under  the  American  valuation  plan. 

We  saw  on  yesterday  that  the  importer  may  go  to  the  appraifltf' 
and  have  an  advisory  appraisement  made.  That  can  be  quicUy 
done.  Provision  is  made  for  appraisement  upon  verified  samples 
in  advance  of  the  actual  arrival  of  the  goods.  If  the  verified  samples 
are  not  available,  then  as  soon  as  the  goods  arrive  this  advisory 
appraisement  provision  will  apply;  until  the  ach'isory  appraisemeat 
shall  be  made  there  would  he  no  entry  of  the  goods. 

Under  the  pn^sent  law  and  practice,  the  first  thing  the  importer 
does  is  to  rush  the  entry  into  the  customhouse  and  to  proceed,  b0 
well  as  he  can,  to  expedite  the  examination  and  appraisement  of  th^ 
goods  and  the  colle<'ting  of  i\w  duties. 

Hut  under  this  plan  he  would  be  told  hy  oflicers  of  the  Treasury 
Department,  hy  (lovcM-nment  officei-s,  what  those  officers  deemed  t^ 
be  the  vahu*  in  the  TnitcMl  States,  and  those  values  would  be  expressecJ 
in  money  of  tht»  l^^nited  States. 

1  wish  to  stress  this.  Tnder  the  present  law  and  practice  th^" 
appraising  officer  returns  the  value,  the  foreign  market  value,  in  th^ 
currency  of  the  foreign  <'ountry,  or  the  curnMicy  that  is  actually  paid 
for  the  goods  if  it  should  happcMi  not  to  he  the  currency  of  the  country 
of  exportation.  Ilis  return  is  always  made  in  the  foreign  money. 
At  this  tinu'  the  importer  will  not  he  certain  of  tlu*  amount.  In  any 
event  he  must  rely  upon   his  own  calculations  or  such  figures  as  he 
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y  get .  He  can  not  be  certain  of  what  the  value  expressed  in  money 
the  United  States  will  be  until  the  matter  has  passed  from  the 
praiser  to  the  collector  and  the  collector  has  converted  the  foreign 
arency  into  currency  of  the  United  States. 

rhere  will  be  no  delay  of  that  kind.  It  may  be  said  that  it  is 
H>nsequential  because  the  importer  is  in  a  position  to  know  what 
e  conversion  value  of  the  currency  is,  but  there  is  some  delay 
nich  would  not  attach  under  the  ilimerican  valuation  system  that 
Buld  require  everybody,  including  the  appraising  officers,  to  express 
le  value  in  money  of  tne  United  States. 

Another  thing  that  would  occur  is  this:  In  the  appraisement 
lere  would  be  a  value  fixed  upon  the  goods  which  would  stand  in 
le  nature  of  a  proclaimed  or  official  valuation  without  the  great 
efect  of  the  ordmary  conception  of  the  official  or  proclaimed  value. 
"his  value  would  stand  until  the  appraising  officers  changed  it. 
t  might  stand  for  weeks  or  months,  according  to  the  state  of  the 
[larket. 

It  would  have  this  advantage,  which  the  existing  system  does  not 
lave:  The  importer  would  have  the  American  rignt  to  a  day  in 
»urt  upon  his  particular  importation.  It  stands  to  reason  that  no 
American  will  over  be  satisfied  with  a  statement  that  duties  ad 
ralorem  have  been  taken  on  his  particular  importation,  the  only 
3ne  in  which  he  is  interested,  on  a  value  which  is  higher  than  that 
%i  the  time  of  the  exportation  of  his  goods,  because  the  law  says 
the  value  during  the  entire  period — three  months  or  whatever  term 
mav  be  fixed  in  the  law — is  the  official  value  for  all  duties  on  that 
particular  kind  of  goods. 

There  is  another  point  to  be  considered.  Under  the  American 
>Y>t<*m.  as  under  the  present  practice,  there  would  be  uniformity  of 
viiUn"^  throughout  the  irnited  States.  That  ([uestion  was  presented 
Wt'  this  morning.  Senator  (lerrv  asked  the  cjuestion.  It  would 
W  more  so,  if  anything,  under  the  American  valuation  plan. 

There  is  a  bureau  in  New  York  at  the  head  of  which  are  two  of  the 
al>l(^t  men  in  the  customs  service.  It  is  their  duty,  with  the  aid 
of  their  assistants — able  men — to  liave  these  values  made  known 
jremTally.  Thev  are  published.  They  are  watched.  1  mean  that 
thf*  appraisements  are  watched.  And  not  only  are  the  appraise- 
ments watched,  but  the  chissilications  as  w(*ll,  that  is  to  say,  the 
*lK*Tmination  of  the  rates  and  amounts  of  duty,  so  that  thev  can 
n(»t  l)nnQ:  goods  in  at  one  port  and  have  tliem  passed  there  at  a 
valuation  or  classification  different  from  that  of  another  port.  So 
thiTe  would  l)e  absolute  uniformity  under  the  American  plan. 

Si'nator  Watson.  Of  course,  the  findings  of  the  New  York  ap- 
praisers are  in  no  wise  binding  upon  others.  I  suppose,  liowever, 
thai  they  are  accepted  because  of  the  great  volume  of  business  done 
there  and  the  well  known  ability  of  the  men. 

•''H^nator  McLnLiX.  They  are  all  appealable  to  the  Board  of 
Appraisers. 

'Senator  Watsox.  Yes;  but  in  the  vast  number  of  cases  they  are 
not  appealed. 

Mr.  McXabb.  When  the  Board  of  General  A[)praisers  does  make 
a  |lecision,  that  decision  stands,  or  that  vahie  stands,  until  it  is  set 
aside.  That  is  in  the  nature  of  an  official  or  proclaimed  valuation. 
It  is  always  subject,  however,  to  the  right  of  the  importer  to  have 
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the  decision  of  the  appraiser  reviewed  independently  of  what  w 
on  before. 

Senator  McCumbek.  This  may  not  be  just  the  place  to  inject 
question,  and  you  may  answer  it  later  if  you  desire  to  do  so,  bat 
would  like  some  views  expressed  by  you  on  the  question  of  valuatk 
in  the  principal  markets,  when  the  value  is  very  much  diflFerent^ 
one  market  from  that  in  another.    Take,  for  example,  steel  rai 
In  and  around  the  vicinity  of  Pittsburgh  they  might  be  quoted  at 
certain  price.     Steel  rails  of  the  same  character  in  San  Franri 
might  be  very  much  higher.     Now,  what  methods  have  we  of  deal 
wiSi  the  situation  and  determining  the  prices  in  San  Francisco  & 
in  New  York  or  Pittsbujra^h? 

Mr.  McNabb.  The   bill   states    that    the   merchandise    shall 
appraised  at  the  value  of  wholesale  selling  price  in  the  prinoi 
market  or  markets  of  the  United  States.     That  is  the  law  t<MJir| 
with    respect    to   foreign    values.     The    appraising   officers    to-day 
determine  the  principal  markets  of  the  country  of  exportation. 

Senator  McCitiiber.  It  might  be  simple  in  Great  Brit^iin,  for  in- 
stance, since  that  is  a  small  coimtrv  and  the  market  would  be  prii<^ 
tically  the  same  wherever  they  sold  steel  rails,  but  the  market  prire 
of  rails  in  San  Francisco  where  the  freight  costs  have  to  be  abided 
must  be  immensely  greater  than  in  and  around  the  vicinity  of  Pitt*- 
burgh. 

Mr.  McNabb.  Senator  McCumber,  one  of  the  leading  cases  in  tb# 
Supreme  Court  on  the  tariflF  deals  with  the  question  of  principal 
markets.  It  was  decided  more  than  50  years  ago.  It  is  the  r&^f 
of  Stairs  r.  Peasley.  In  that  case  the  question  was  raised  and 
decided  whether  llalifax,  Calcutta,  and  Liverpool  are  all  principJ  \ 
markets  of  Great  Britain,  and  the  decision  was  in  the  affirmative, 
and  the  Supreme  Court  said  that  it  rested  with  the  appraising  oflSr*r 
to  determine  what  are  the  principal  markets.  That  matter  is  gt>n«* 
into  in  the  report  of  the  Tariff  Commission  entitled  *'Informatif»r 
concerning  American  valuation  as  the  basis  for  assessing  duties  »•! 
valorem.^* 

Senator  McCitmber.  That  does  not  ouite  answer  my  question 
Suppose  that  steel  rails  sell  at  $100  at  Pittsburgh  and  $150  in  San 
Francisco;  how  are  vou  going  to  decide  what  the  rate  of  dutv  shal^ 
be? 

Mr.  McNabb.  That  has  been  thought  out.  Senator,  and  the  matter 
has  been  carried  into  section  402  of  the  bill.  In  determining  thf 
principal  markets  the  appraising  officers  may  consider  the  element*^ 
of  costs  that  yon  have  ust  mentioneii.  Transportation  is  one  J»f 
them.  Transportation  charges  acn^ss  the  continent  in  the  case  i»f 
pottery  are  very  high.  If  such  charges  are  involved,  the  apprai^inf 
officers  are  given  power  to  consider  them  and  to  allow  for  them  id 
getting  at  the  value  for  sale  in  the  United  State:  he  may  lake  these 
things  into  consideration  and  ascertain  what  the  fair  market  value 
is  in  view  of  all  the  facts. 

There  mav  be  one  principal  market  for  a  c<>mmodity:  Boston  i* 
the  principal  wool  market  and  Pittsburgh  is  the  principal  market  f«>r 
steel  rails.  These  are  weH-kno\i-n  facts.  The  apm^aising  <»fftror' 
would  naturally  gi^  to  those  markets  for  values.  Thev  are  given 
power  in  section  402  whereby  they  will  be  enabled  to  do  luslice  io 
every  importer  and  to  find  a  value  which  will  be  the  fair  market  valnr 
^f  fi^ft  particular  importation. 
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Senator  McLean.  I  want  to  ask  you  one  question  at  this  point. 
'   it   possible  to  impose  duties  unaer  the  present  system  against 
:iportations  from  some  countries  that  will  not  operate  as  an  em- 
ar^o  against  similar  importations  from  other  countries  ? 
5&.  McNabb.  That  cjuestion,  Senator  McLean,  is  not  easy  of  direct 
nswer,  because  there  is  apt  to  be  some  difference  in  the  goods  them- 
elves. 
Senator  Watson.  Well,  if  you  take  a  case  where  goods  are  equal,^ 
ou  have  that  difficulty.    For  instance,  take  Japan.     We  were  having 
iearin0  some  time  ago  on  surgical  instruments.     It  costs  so  much  to 
aake  them  in  Japan  exactly  as  they  are  made  in  the  United  States. 
Vages  over  there  are  57  cents  a  day  and  over  here  are  many  times 
iigher .    If  you  place  a  duty  on  surgical  instruments  coming  from  Japan 
hat  is  protective  in  the  sense  in  which  that  term  is  legitimately  used, 
hen  it  is  an  absolute  embargo  on  the  importation  of  surgical  instru- 
nents  from  any  other  country  in  the  worla.     It  will  be  1,000  per  cent. 
Senator  McLean.  That  would  be  the  case  with  a  great  many 
articles. 
Senator  Watson.  Oh,  yes;  I  used  that  simply  as  an  illustration. 
Senator  McCumbee.  Yes;  you  might  take  all  kinds  of  celluloid 
goods. 

Senator  McLean.  Will  you  answer  my  question  ?  Is  it  possible  to 
have  a  duty  under  the  present  system  against  importations  from  some 
countries  that  will  not  operate  as  an  embargo  against  similar  impor^ 
tations  from  other  countries  ? 

Mr.  McXabb.  The  Jflexibility  of  this  section  No.  402 

Senator  Watson.  He  is  aslang  about  the  present  system. 
Mr,  McNabb.  Oh,  I  can  answer  that  readily. 
Senator  Watson.  Then,  is  the  American  plan  the  only  way  to 
escape  from  that  situation  ? 

Mr.  McNabb.  Pardon  me.     I  thought  you  meant  under  the  Ameri- 
can valuation  plan. 
Senator  McLean.  I  said  under  the  present  valuation. 
Mr.  McNabb.  There  is  but  one  answer.     If  the  duty  is  taken  on 
the  highest  value  of  all  the  countries,  as  was  said  yesterday,  as  a 

possibility 

Senator  McLean.  If  we  are  to  consider  the  proposition  for  reason- 
able protection,  are  we  not  driven  by  force  of  circumstances  to  try 
some  plan  other  than  the  present  one  i 

Mr.  McNabb.  Under  the  present  system  duties  are  not  t^^ken  on 
the  highest  value,  but  thev  are  taken  on  the  value  in  the  country  of 
exportation  of  the  particular  goods,  Senator. 

Senator  McLean.  I  think  you  do  not  understand  my  question,  even 
now.  If  we  intend  to  continue  a  reasonable  protective  policy,  is  it 
possible  under  the  present  plan  ? 

Mr.  McNabb.  In  other  words,  can  duties  be  made  so  high  that 
there  will  be  protection  to  American  manufacturers  against  the  goods 
of  a  low-^ost  country  without  making  the  duties  prohibitive  upon 
the  goods  from  countries  having  high  costs? 
Senator  McLean.  That  is  another  way  to  put  it;  yes. 
Mr.  McNabb.  I  see  no  way  of  doing  it  short  of  the  American 
valuation  plan. 

Senator  McLean.  That  is  what  we  want  to  try  to  do.  We  do  not 
vaot  to  adopt  some  unreasonable  and  impracticable  and  impossible 
plan. 
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Mr.  McXabb.  It  is  aU  right  under  the  American  Taluation  plan 

I  am  sorry  that  I  did  not  understand  the  Senator*s  question. 

Under  the  American  valuation  plan  the  flexibility  would  meet  tlu: 
situation.  By  flexibility  I  mean  this,  that  the  appraktng  officer  i* 
to  determine  whf^ther  there  are  comparable  and  competitiTe  produrin 
of  the  United  Stat?s  sold  in  the  open  markets.  If  he  decides  thftt 
there  ar^>  no  such  products,  he  may,  and  it  is  his  duty,  to  find  th- 
value  wHch  vnH  be  the  equivalent  of  a  fair  market  value  in  tb^ 
Un't?d  St  it  s.  In  doin^  that  he  may  take  all  the  facts  into  con>i<i- 
eration,  and  so  long  as  he  does  not  proceed  upon  methods  that  &rr 
unreasonable  his  action  will  be  sustaine<l  by  the  authorities. 

There  is  flexibility  here  which  will  benefit  the  importers  as  well  a.* 
the  producers,  because  of  the  re<)uirement  that  it  must  be  the  fair 
mareet  value  of  the  particular  importation  upon  which  duties  tre 
taken.  That  value  determined  by  the  appraismg  officers  and  mad^ 
applicable,  through  the  means  that  I  spoke  of,  to  the  other  |><>rt« 
would  soon,  it  seems  to  me.  enable  the  goods  to  be  quickly  appraii^i 
at  a  value  which  would  be  known  to  the  importer — a  value  wnich  hf 
would  soon  be  able  to  know  the  definite  amount  of  and  a  value  whur. 
would  carry  no  additional  duties  for  undervaluation,  if  in  good  fait;. 
and  without  fraud  he  adopted  the  advisory  appraisement. 

If  I  were  asked  the  greatest  objection  to  the  American  system. 
I  would  sav  it  is  the  great  burden  oi  work  thrown  upon  the  officers  of 
the  Unitecf  States,  and  the  answer  to  that  is  that  that  great  bodv  of 
men.  properly  compensated  for  their  work,  would  enter  upon  tlieir 
duties  with  added  zeal  and  it  would  not  be  lon«:  before  they  wouW 
evolve  a  system  which  would  be  workable  ana  satisfactorv  to  all 

The  Chjurmax.  Have  you  closed  your  statement.  Mr.  ilcXabb' 
Of  course,  I  know  that  you  can  go  on  wilh  a  very  interesting  du^- 
cussion  of  the  subject  for  a  long  period,  but  brevity  must  be  our 
guiding  principle.  It  is  true  that  it  is  very  important'  and  we  do  m*\ 
want  to  curtad  legitimate  discussion.  If  you  nave  anything  further 
to  say  or  anvthing  that  you  would  like  to  submit  in  written  form,  y<^u 
may  give  it  to  the  stenographer. 

Mr.  McNabb.  With  the  permission  of  the  committee,  I  would  like 
to  add  something  to  what  1  have  already  said.  There  are  two  other 
matters. 

The  Ch.\irmax.  The  committee  is  grreatlv  interested  and  wants  u* 
give  vou  every  opportunitv.  Of  course,  we  have  limitations  up<»n 
our  time,  as  vou  must  realize.  Is  it  your  thought  that  you  will  W 
able  to  close  W  inserting  in  the  record  your  additional  views  on  the 
matter? 

The  committee,  I  mav  sav,  has  indicated  a  desire  to  reserve  th*- 
right  to  invite  the  members  of  the  commission  to  appear  before  ii 
at  a  later  date. 

The  committee  now.  under  the  proirram  laid  out.  will  adjourn  unii« 
half  past  2.  when  it  ^-ill  hear  Mr.  Marvin,  of  the  Tariff  Commis>i<»n 
When  Mr.  Marvin  is  through,  the  committee  will  proceed  to  he^r 
certain  customhouse*  i»tlicia!s  fnmi  New  York. 

The  committee  will  i^tand  adjourned  until  iialf  )>ast  2.  when  Senator 
McOumber  will  take  the  <hair. 

(Whereupon,  at  12  oVlork  noon,  the  committee  t<H>k  a  ret^ess  until 
2.30  o'clock  p.  m.^ 
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AFTER   RECESS. 

(The  committee  resumed  at  the  expiration  of  the  recess.) 
Senator  McCumber   (presiding).  Mr.  Marvin,   will  you  be  kind 
lough   to  give  the  committee  your  views  with  reference  to  this 
merican  vSuation,  giving  first  your  name  and  position? 

TATEMEVT  OF  HOIT.  THOMAS  0.  MABVIN ,  VICE  CHAIBMAIT 
[J9ITED  STATES  TAEIFF  COMMISSION,  WASHINGTON,  D.  C. 

Mr.  Marvin.  Thomas  O.  Marvin,  vice  chairman  United  States 
arifT  Commission. 

Mr.  Chairman,  the  determination  of  value  is  always  attended  with 
lore  or  less  difficulty.  Our  town  and  city  governments  met  this 
iiiiculty,  so  far  as  tne  valuation  of  real  estate  is  concerned,  by  the 
ppointment  of  boards  of  assessors,  whose  duty  it  was  to  estimate  as 
<<'urately  as  they  could  the  value  of  the  properties  under  their  juris- 
lirtion.  They  did  not  ask  the  owner  of  the  property  to  determine 
he  valuer— they  estimated  the  value  as  best  thev  could  in  the  light 
^f  C4)mparable  values  in  the  community,  sales  that  nad  taken  place,  etc. 

Our  Federal  Government  in  the  collection  of  customs  duties  has 
ittempted  to  meet  the  difficulties  of  valuation  by  the  appointment  of 
•ustoms  officials  whose  duty  it  is  to  estimate  the  value  oi  imports  upon 
ft  Inch  ad  valorem  duties  are  based. 

It  might  be  serviceable  if  we  could  have  a  brief  outline  of  the 
organization  of  our  customs  service,  and  I  would  like  to  read  a  few 
paragraphs  from  an  interesting  article  by  Mr.  George  C.  Davis,  of  the 
Customs  Service  of  New  York : 

The  rnited  States  is  divided  into  48  customs  difltricts,  each  in  charge  of  a  collec- 
tor of  customB.  Within  these  districta  there  are  48  headquarters  ports  and  264  ports 
u:  »ntr>'.    The  latter  ports  are  in  charge  of  deputy  collectors.    *    *    ♦ 


<>'t<(vr-<;  7  surveyors:  16  appraisers;  17  assistant  appraisers;  218  examiners;  1,855 
irL«<pef'tore  and  guards;  2,984  clerks  and  other  employees;  and  1,000  openers  and 
larkors and  laborers. 

Ihis,  briefly,  with  the  exception  of  the  Customs  Court  of  Appeals  and  the  Board 
of  United  States  General  Appraisers,  is  the  organization  of  the  ('ustoms  Service  exist- 
ing! for  the  purpose  of  safeguarding  the  revenues  and  properly  collecting  the  duties 
under  our  tariff  law.    «    *    ♦ 

Fiindamentally  the  operations  necessary  to  secure  the  duties  upon  imports  are 


:ing  the  duties  and  recording 
*li»v  to  it«  rightful  owners.    ♦    ♦    * 

The  merchandise  is  taken  into  custody  for  this  purpose,  and  the  amount  of  money 
cjIIwkh]  depends  entirely  upon  the  accuracy  of  this  operation.    ♦    ♦     * 

Out  of  6,635  employes,  251  of  thom  in  our  larger  ports  are  engaged  in  appraising 
an!  claflsifjnng  the  importations  for  duty,    ♦    ♦    *. 

Th^  appraiser  appraises  and  classifies  the  merchandise. 

Even  tne  clas?ilication  of  the  merchandise  is  not  entirely  in  the  hands  of  one  legally 
<"»rii«tiiuted  officer.  Theoretically  the  collector  determines  the  rate  of  (Jury,  but  only 
in  theory,  an  neither  he  nor  his  subordinates  (except  in  the  smaller  ports)  ever  see  the 
iT.rTohandi^e.  (*laspificlition  is  the  collector's  legal  function,  in  fact,  the  most  impor- 
tant ol  any  he  has  to  perform,  for  erroneous  rates  of  duty  may  moan  the  If)sF  of  millions 
111  revenue.  The  appraiser  is  only  required  by  law  to  report  the  facts  t^)  the  collector 
in  order  that  the  collector  may  properly  classify  the  merciiandise,  but  as  the  examiner 
""^^  11  ^^^^^^  ^^^  ^^  ^^^  practical  and  technical  merchandise  man,  his  advice  hai< 
-'radually  become  the  act  itself.     He  places  the  rate  of  duty  he  has  selected  as  the 
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proper  one,  together  with  the  paragraph  number  of  the  law,  upon  the  invoice,! 
collector,  throucrh  his  Hubonlinates,  assesses  the  duty  accordingly.     «    *    * 

The  entire  burden  of  the  work,  the  most  important  work  iji  the  entire 
customs,  falls  upon  the  shoulders  of  the  examiners.    *    ♦    « 

Whether  the  Government  secures  its  projwr  amount  of  revenue  or  the  Ai 
manufacturer  his  meamirc  of  protection  against  unfair  competition  brought 
undervaluation  and  erroniMuis  rates  of  duty  and  misU^ading  or  dishonest  ~ 
imi>ort<Hl  g(H>ds,  doj)ends  entirely  upon  the  examiners,  supplemented  by  the 
the  special  agent,**. 

Then*  are  probably  few  positions  in  the  business  world  requiring  more 
of  foreign  trade  comlitions.  businc^ss  practices,  cx)stfl,  and  methods  of  ptodi 
changing  values  the  world  over  than  the  ])osition  of  the  merchandise  examiner. 
must  have  the  most  intimate  knowledge  of  customs  laws  and  decisions  of  the 
and  Boards  of  rnite<l  States  (general  Appraisers.     ITpon  his  action  and  ji  ' 
depends  practically  the  entire  working  of  our  whole  tariff  system.     A  simple 
in  judgment  and  iiisuflicient  knowledge  of  conditions  or  a  lack  of  conscientil 
in  performing  his  work  may  cost  the  Gov(*rnment  thousands  of  dollars  in  loet 
an<l  conse(juent  injustice  to  importers  or  American  manufacturers  or  nuy 
interminable  and  expensive  litigation.     *    *    * 

The  morket  value  of  an  imported  article  is  one  of  fact  and  in  most  instances  Ibi 
taiued  through  actual  transactions.     Tnder  our  present  law  the  value  aoi  ~ 
appraising  off i(  ers  is  the  wholesale  price  that  the  article  is  sold  for  in  the  home 
oi  the  foreign  country.    These  prit  es  can  only  be  securtKi  on  the  ground,  and  ill 
])resent  time  we  have  onlv  six  toreign  inv<»sti<;ators,  known  as  Treasury  attachki] 
the  entire  world.     These  officers  are  engaged  in  securing  this  information  far' 
appraisc^ment  of  merchandi.se.     Their  work  is,  of  course,  supplemented  by 
reports,  but  the.'ie  reiwrts  are  only  o<.*casional,  as  tlie  ccmsuls  in  their  busy 
have  little  time  to  devote  to  customs  mattei*s.     Closely  connected  with  the  work  oil 
examiners  is  that  of  the  spe  ial  agent**  and  customs  agents.     Aside  from  smi^ 
usuallv  a  verv  wide  and  im}^)rtant   field,  the  investigations  of  the  transactiOBi^| 
imp.)rters  are  highlv  imtxtrtant  in  checking  undervabiations.     Kxamiuers  arei 
in  their  offices  pra.tically  all  the  time  in  examining'  current  importations.    Thei 
mentis  ui)on  the  invoi<e.s  as  to  prices  jKii«f  ncLsi  constant  verilicution,  and  ex 
have  little  time  f.»r  thi**  work.     There  have  been  innumerable  instances  where 
spe  'ial  agent-j  in  iTive-*rii::UiTii,'  the  invoiie  values  of  jmst  imixirtations  have  recop 
enormous  suuH  in  wiihheld  duties.     *     *    * 

I'nder  proper  organization  t!u»  customs  service  of  the  I'nited  States  can  be 
lOi)  ))er   'ent  more  efiicicnt.  and  if  con<luct(Hl  by  men  paid  compensations  worthy i 
their  hire,  there  will  be  large  gains  in  the  revenue  and  a  material  reduction  in  ex] 

That,  <]:entltmion,  is  the  GoviTnment's  ort]jtinization  for  coUecli] 
customs  (iulics  aiul  for  assossint:^  the  value  of  imports  subject  to 
vahnom  rates  of  (hity. 

Tuder  our  present  hiw  tliese  jjjeiUlemen  are  supposed  to  obtain  tto 
vaUie  of  the  jjjootls  in  th(»  foreijrn  market,  tlie  wholesale  price  in  foreigD. 
markets  on  the  date  of  exportation. 

As  Mr.  Davis  said,  there  are  six  foreiji^n  agents  for  that  purpose,  ^ 
wholly  inaile([uate  force.  These  p»ntleinen  connected  with  the  cus- 
toms service  are  experts  in  their  line.  They  have  devoted  years  U> 
the  prohlems  of  ascertaining^  values.  As  I  undei-stand  it,  the  exam— 
ineis  are  divided  into  jxi'oups:  to  each  tjroup  are  assigned  certain- 
commodities  in  which  they  become  experts.  They  know  the  kinA 
and  ([uality  and  value  from  experience.  The  proposed  change  in  tto 
customs  laws  <lo(»s  not  <*hange  the  fundamental  re(|uirements  so  fftT' 
as  the  customs  ollicials  are  c<»ncerned.  It  still  means  what  the  pi'esent 
system  means,  a  c(»rrect  ascertaiinuent  of  value. 

The  change  that  has  been  suggested  makes  this  notable  difference: 
Insteiul  of  trying  to  as('<M'tiMn  the  value  of  an  impiu'ted  article  in  the 
foreign  country,  the  cH'ort  is  made  to  obtain  the  value  of  comparable 
and  competing  articles  in  this  <'ountry.  and.  gentlemen,  does  that 
present  an  insurm(»tintal)le  obstaeU*^  The  American  people  recog- 
nize values;  they  are  called  a  tra<ling  ])eo|)le.     We  know  from  the 
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ish  of  people  to  bargain-day  sales  at  department  stores  that  there 
oonunon  Knowledge  in  regard  to  values  among  the  people  of  the 
mntrv-  Take  the  buyers  in  our  department  stores^  they  could 
ot  hold  their  jobs  a  day  imless  they  were  capable  of  comparing 
alues. 
I  believe  that  the  men  in  the  customs  service  who  are  trained  in  this 
ne  of  work,  who  are  either  selected  for  their  ability  along  these  lines 
r  who  have  because  of  their  experience  in  the  customs  service  ob- 
funed  familiarity  with  values^  can  ascertain  the  values  of  comparable 
oods  in  this  country  for  purposes  of  assessing  and  levying  the  duties. 
It  has  been  suggested  that  this  is  a  revolutionary  change.  As  I 
lave  said,  it  does  not  change  the  real  basis  of  the  work.  It  merely 
ransfers  the  field  of  operation.  Instead  of  trying  to  obtain  foreign 
ralues  the  proposed  change  would  place  upon  the  customs  officials 
he  obligation  of  obtaining  American  values^  and  it  would  seem,  at 
east  at  a  casual  glance^  that  it  would  be  much  easier  to  obtain  values 
m  the  United  States  than  it  would  to  obtain  values  of  imported 
articles  from  countries  that  we  are  unfamiliar  with,  miles  and  miles 
away,  and  in  which  we  have  only  six  special  agents  for  this  purpose. 
I>oe8  it  present  insuperable  obstacles  so  far  as  tlie  proposed  bill  is 
concerned? 

For  many  years  more  than  one-half  of  our  imports  have  been  free 
of  duty.  During  the  last  fiscal  year  slightly  over  60  per  cent  of  our 
imports  were  on  the  free  list.  Gentlemen,  60  per  cent  or  more  of 
our  imports  would  not  come  imder  the  terms  of  the  American  valua- 
tion, were  it  adopted.  By  the  transfer  from  the  free  list  to  the 
dutiable  Ust  of  a  number  of  articles  probably  that  percentage  would 
be  reduced;  perhaps  when  the  law  is  m  operation,  say,  50  per  cent  of 
our  imports  mav  oe  dutiable,  but  of  tho^e  dutiable  imports — =50  per 
<*ent  01  the  total  imports — ^a  very  considerable  number  bear  specific 
<luties,  which  would  remove  them  from  consideration  so  far  as  the 
operation  of  American  valuation  is  concerned. 

An  analysis  of  the  rates  proposed  in  the  bill  recently  passed  by 
the  House  of  Representatives  shows  that  in  schedule  1 — chemicals, 
oils,  and  paints — there  are  138  specific  duties;  there  are  13  compound 
duties  and  65  ad  valorem  duties.  So  far  as  schedule  1  is  concerned, 
vastly  more  of  the  rates  are  specific  than  ad  valorem. 

In  schedule  2 — earthenware  and  glassware — there  are  62  specific 
rates,  14  compound  rates,  and  39  ad  valorem  rates. 
^In  schedule  3 — ^metals   and  manufactures  of  metals — there  are 
171  specific  rates,  43  compound  rates,  and  70  ad  valorem  rates. 

In  schedule  4 — wood  and  manufactures  of  wood — there  are  5 
specific  rates  and  17  ad  valorem  rates — a  considerably  larger  number 
of  ad  valorem  rates  than  specific  rates  in  schedule  4,  wood  and 
manufactures  of  wood.  The  ad  valorem  rates  are  applied  to  such 
things  as  paving  posts,  railroad  ties,  boxes,  barrels,  toothpicks, 
porch  and  window  blinds,  and  other  similar  articles,  the  value  of 
wluch,  it  would  not  seem,  would  be  peculiarly  difficult  to  obtain  in 
tbel I ni ted  States. 

Schedule  5,  the  sugar  schedule,  has  9  specific  rates  and  2  ad  valorem 
rates.  So  far  as  the  application  of  the  American  valuation  goes, 
Schedule  5  xn^ht  be  practically  eliminated,  as  the  rates  are  nearly 
wl  specific,  "file  two  ad  valorem  rates  apply  to  adonite,  dextrose, 
and  to  candy. 
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Schedule  6,  the  tobacco  schedule,  has  7  specific  rates  and  1  com-j 
pound  rate;  a  specific  and  ad  valorem  rate  on  cigars  and  cigaretu 
of  $4.50  a  pound  and  25  per  cent.     So  the  change  to  the  Ameriri 
valuation  would  not  affect  that  schedule  to  any  degree. 

Schedule  7,  agricultural  products,  has  220  specific  rates  and  43  ad 
valorem  rates.  The  ad  valorem  rates  apply  to  such  thing^s  as  larlj 
compounds,  reindeer  meat,  sausage  casings,  meats  not  speoially  pnvl 
vided  for,  malted  milk,  cheese  over  30  cents  a  pound,  horses  over] 
$150  in  value,  mixed  feeds,  biscuits,  cakes,  jams  and  jellies,  sliced  I 
vegetables,  chocolate  and  cocoa,  the  American  price  of  every  one  »/! 
which  could  be  ascertained  without  difficulty. 

Schedule  8 — spirits,  wines,  etc. — has  9  specific  rates  and  1  ad 
valorem;  another  schedule  which  could  be  eliminated. 

Schedule  9  is  the  cotton  schedule,  and  it  is  probably  in  the  textile? 
schedules  where  the  complications,  if  there  are  any,  would  be  nn^i 
apt  to  occur.  The  cotton  schedule  is  based  on  varying  specific  ral4>< 
with  stop  rates  of  an  ad  valorem  nature,  for  instance,  cotton  yam, 
not  bleached,  etc.,  under  40's,  has  a  specific  rate  of  one-fifth  of  1  cent 
per  number  per  pound;  40's  to  120's  8  cents  per  pound,  and  in  ad- 
dition one-quarter  of  1  cent  per  number  per  pouna  for  every  number 
in  excess  of  40,  with  a  proviso  that  yarns  under  100  shall  pay  not 
less  than  5  per  cent,  and  numbers  over  100  not  less  than  25  per  cent- 

I  will  not  read  the  details  of  that  schedule. 

Thread  has  a  specific  rate  of  one-half  cent  per  100  yards,  provided 
it  shall  not  be  less  than  17  nor  more  than  33  J  per  cent. 

Cotton  cloth  has  similar  rates  raised  in  proportion  to  those  <»n 
yarns;  in  other  words,  the  cotton  schedule,  except  for  the  stop  rate^ 
of  an  ad  valorem  nature  are  practically  all  specific  rates. 

It  might  be  necessary,  for  careful  administration  of  the  cotton 
schedule,  to  consider  American  values,  if  these  stop  ad  valorem  rate^ 
were  taken  into  consideration,  as  they  should  be. 

In  the  early  operation  of  the  law  the  Treasury  might  well  supgoi 
that  the  rates  in  the  cotton  schedule  shall  be  levied  in  accoroancf 
with  the  specific  rates  of  the  bill,  if  it  were  necessary  to  eliminate  anv 
complications  so  far  as  the  American  valuation  is  concerned,  although 
I  do  not  believe  that  those  difficulties  are  great  or  in  any  degree 
insurmountable. 

Schedule  10 — flax,  hemp,  jute,  etc. — has  29  specific  rates,  3  com- 
pound rates,  and  15  ad  valorem  rates. 

Schedule  11 — wool  and  manufactures  of  wool — ^has  10  spe<Mfi<' 
rates,  38  compound  rates,  and  6  ad  valorem  rates — comparative 
values  so  far  as  the  wool  schedide  is  concerned  would  be  rather 
necessary. 

Schedule  12 — silk  and  silk  goods — ^has  84  specific  rates,  3  compound 
rates,  and  10  ad  valorem  rates,  the  ad  valorem  rates  being  on  knit 
goods,  clothing,  etc.,  in  which  there  would  not  be  any  great  difficulty 
m  ascertaining  the  market  value. 

Schedule  13 — papers  and  books — has  22  specific  rates,  22  com- 
pound rates,  and  20  ad  valorem  rates. 

Schedule  14 — sundries — has  37  specific  rates,  20  compound  rate^ 
and  9o  ad  valorem  rates.  It  is  in  the  sundry  schedule  where  the 
larger  number  of  ad  valorem  rates  will  be  found. 

Taking  all  of  the  schedules  of  the  hill  there  are  S03  specific  rate>. 
there  are  156  compound  rates,  and  384  ad  valorem  rates. 
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So,  looking  at  the  proposition  from  its  darkest  aspect,  the  amount 

imports  wnich  would  be  affected  by  the  change  to  the  American 
iluation  will,  as  I  have  said,  be  only  a  small  percentage  of  the  50 
pr  cent  of  dutiable  imports. 

In  1920  the  total  percentage  of  free  imports  was  61  and  a  fraction 
or  cent.  Of  the  dutiable  imports  26  per  cent  were  specific,  12  per 
ent  ad  valorem,  and  0.34  of  1  per  cent  were  compouna. 

In  1919, 48  per  cent  of  our  revenue  was  obtained  from  imports  hav- 
ng  a  specific  rate  of  duty,  and  48  per  cent  of  our  revenue  was  obtained 
rum  the  ad  valorem  duties. 

In  1920, 43  per  cent  of  dutiable  imports  in  value  had  a  specific  rate, 
ind  54  per  cent  in  value  had  an  ad  valorem  rate. 

Some  years  the  amount  of  revenue  raised  by  articles  bearing  an 
id  valorem  rate  of  dutv  may  be  in  excess  of  tne  amount  raisea  by 
irticles  bearing  a  specinc  rate  of  duty. 

These  figures  will  indicate  the  extent  to  which  ad  valorem  rates  of 
[luty  apply  to  our  imports  and  the  bearing  of  the  change  to  American 
valuation  upon  our  imports. 

The  question  has  been  raised  as  to  the  degree  of  difficulty  in  deter- 
mining the  comparable  American  product  with  the  imported  product. 
As  mv  analysis  of  the  proposed  bill  would  indicate,  it  is  in  the  textile 
schecfules  and  in  the  sundry  schedules  where  the  effect  of  this  change 
to  the  American  valuation  will  be  felt  most. 

I  have  tables  here  of  the  typical  products  of  an  American  worsted 
mill,  which,  without  reading  in  full,  might  perhaps  be  included  in 
the  record. 

Senator  McCumber.  The  stenographer  will  include  it  as  a  part  of 
your  statement. 
(The  tables  referred  to  and  submitted  by  Mr.  Marvin  are  here 

printed  in  full,  as  follows:) 

Classified  list  of  typical  worsted  fabrics. 


Qual- 
ity. 


Width. 


133 

M 

121 

99 

l(H 
9 

u 

3101 

2272 

22il» 

Xll2 

•Jf»\\ 

IVA 

24> 

2M0 

iVf) 

2W) 

2n75 

214  i 

zm 


Articles. 


For  mtn'9  and  women* s  wear,  all-wool  piece-dyed  serges,  clear  finish. 


CLASS  I. 


35| 

aft 

54 

54 
U 
h* 
54 
54 

m 
» 

56 
5S 
56 
56 

56' 
56 

« 
56 
•W 
56 
.% 
56 
5» 


Storm  serge  for  women's  wear. 
. . .  .do 


.do. 
.do. 


Medium  serge  for  women's  wear. 
do 


Fine  serge  for  women's  wear. 
do 


.do. 
.do- 


Coane  serge  for  men's  and  women's  wear . . 

Medium  serge  for  meii's  and  women's  wear . 

do 


.do. 


Fine  serge  for  men's  and  women's  wear. 
do 


.do. 
.do. 
.do. 
..do. 
.do. 
..do. 


Medium  serge  for  men's  wear. 

Fine  serge  for  men's  wear 

do 

do 


Weight. 


4.1 

1., 

10 

n 


lOi 
10 

11 

H 
11 
11 

m 

12 

12 

I2h 

li 


80 


TABIFF — ^AMBBICAN  ViO^UATlONS. 


CUunfied  list  C(f  topical  worsted Jfabrics — CkMitmued. 


Qual- 
ity. 


2429 
24fi9 
2350 
204:? 
2400 
2514 
2467 
2320 
2516 
2468 
2450 
2518 


2132 
2386 
2303 


2345 


2281 
2049 
2454 
2236 


2329 
2285 
2063 
2334 


2208 

2464 

2454-25 

2453 


Width. 


2000 
2372 
237211 
2455 
2513 

2kW  j 
2517  I 
2519  I 


'2369  ' 
2130  ' 


56 
56 
58 
56 
56 
58 
56 
58 
58 
56 
58 
58 


56 
56 
58 


56 


56 
56 
56 
58 


56 
56 
56 
58 


56 
56 
56 
56 


50 
56 
56 
58 
5S 
56 
58 
58 


56 
56 


Articles. 


For  men's  and  women's  wear  <Ul  wool,  piece  dffed  series,  char  finitk — Contd. 

CLASS  I— continued. 

Coarse  serge  for  men's  wear 

Pine  serge  for  men's  wear 

do 


.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 


A  ll-wonl  piece-dyed  serges,  unftnUhed. 
CLASS  n. 


Unfinished  worsted  for  men's  and  women's  wear. 

Unfinished  worsted  for  men's  wear 

do 


For  men's  and  women's  wear—A  U-tsool  piece^fsd  chevhts, 

CLASS  m. 

Cheviot  for  men's  and  women's  wear 

A  U-wool  mitturt  serges,  clear  finish. 

CLASS  IT. 


Fine  mixture  serge  for  men's  and  women's  wear. 

Fine  mixture  serge  for  men's  wear , 

do 


.do. 


A  ll-wool  mixture  serges,  unfinished, 

CLASS  V. 

Medium  unfinished  mixture  serge  for  men's  wear 

Fine  unfinished  mixtitfe  serge  for  men's  and  women's  wear. 

Fine  unfinished  mixture  serge  for  men's  wear 

.....do 


1 


1 

.J 
i 


U 

1 


For  men's  and  women's  wear— A  U-wool  melange  or  Vigoreauz  serges,  clear  firUsk. 


CLASS  VI. 


Medium  melange  serge  for  men's  and  women's  wear. . 
Medium  melange  serge  for  men's  wear,  except  style  25. 
Medium  melange  serge  for  men's  wear,  style  25  only. . 
Coarse  melange  serge  for  men's  wear 


All-wool  piece-dyed  fancy  weave  serge. 


CL.vss  vn. 


Coarse  full  weight  serge  for  men's  wear 

Fine  full  weight  serge  for  men's  wear,  e.vcept  pattern  11, 
Fine  full  weiglii  serge  for  men's  wcir,  pattern  11  only . . . 

Fine  full  weight  serge  for  men'.M  we.ir 

Fine  suiting  lor  men's  wear 

du 


Fine  full  weight  serge  for  men's  wear. 

Fine  suiting  for  men's  wear 

....do 


1 
1 


Rciimd  July  7,  Wil,  for  m(n»  and  women's  vuar,  all-wool  pirce-dyed  serges 

with  coUon  xtripii. 

CLASS  vm. 

Coarse  full-weighi  st  ripe<l  st»rge  for  men's  wear 

do 
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Claamfied  UU  qftypiaU  «ror9torf/aMc9— Continued. 


itT. 


^idth. 


2*2431 
2434 
2376 
2457 
2113 


22MB 

2463 

2463-25 


2(61 


22g| 

m 

m\ 

7iflJ  , 


247D 
22SS 
23&k 

2301 
^220 


U19 


12M 
1213 


2401 
3402 
3423 


1430 
I4« 


56 


56 
S6 

56 
56 

56 


Articles. 


AU'Wwii  piece-dped  fanep  weave  ehevMa, 
CLASa  iz. 
Fancy  weave  cheviot  for  men's  wear 

A  U-wool  mixture  tutfwiyt. 

CLASS  X. 


Fancy  weave  mixture  suiting  for  boys'  dothing 

Fancy  weave  mixture  for  men's  and  wfHXien's  wear. 

Fancy  weave  mixture  for  men's  wear 

do 

Mixture  tropiral  suiting  for  men's  wear 


For  men* 9  and  toonun's  wear,  aU-toool  meUmgea  or  Vigoreaux  fancp  weaves. 

CIJLSS  XI. 


Herringbone  melange  for  men's  and  women's  wear. . . 
Herringbone  melange  for  men's  wear,  exclusive  styles . 


56 

»  _ 

56  I  Herringbone  melange  for  men's  wear,  style  25  only , 


AU^wool  cream  nerge9— all-wool  shepherd  cheeks. 

CLASSES  XU  AND  XIU. 


56 


Fine  shepherd  check  for  men's  wear 

AU-wool  piece-dyed  suUingsfor  women's  wear. 

CLASS  XIV. 


54  I  Fine  Panama  for  women's  wear . 
54  Fine  poplin  for  women's  wear. . 
56  '  Fine  tricot ine  for  women's  wear . 
Sm  Poiret  twill  for  women's  wear . . , 
56  I  Fine  trtcotine  for  women's  wear, 
S6   do 


Revised  July  7,  lM1,for  men's  and  ufomen's  wear,  gabardine  for  men's  wear. 

CLASS  XV. 


56  I  Cotton-filled  gabardine. 


56 
56 
56 
56 


56 


.do. 
.do. 


Mixture  warp  c3tton-fl11ed  gabardine . 
All-wool  double  and  twist  gabardine. 


Worsted  and  cotton  twist  suitings. 

CLASS  XVt. 

Worsted  and  catton  twist  fancy  weave  for  raincoatings. 

Cotton  and  wool  serges. 
CLASS  xvn. 


35  )  Cotton  warp  storm  serge  for  women's  wear. 


35 


Cotton  warp  fine  serge  for  women's  wear. 
Bevisei  Juig  6,  I9tt,  for  men's  and  women's  weof,  cottons  and  wool  serges. 

CLAsa  xvn. 


30  ■  Plaited  warp  serge  for  men's  wear 

30  I  Cotton  warp  serge  for  men's  wear 

Cotton  warp  fine  serge  for  men's  wear. 


Cotton  warp  shepherd  eh^u. 
CLASS  xvin. 


35   Cotton  warp  shepherd  cheek  for  women's  wear. 

54  1 do 

54  I do 


Weight. 


12i 


15* 
10} 


12 
lOi/lO* 


10 

2&-12 

12 


91 


6i 

lOJ 

I 

10} 


12i/12| 
11 
14 
12 
16 


9§ 


t\ 


5 

5 

10) 


4i 
7 
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Clarified  list  of  typical  ioorUed  fabrics — Continued. 


Qual- 
ity. 


2408 
2432 


1530 
1531 


669 
699 
659 


1528 


Width. 


Articles. 


W 


30 
30 


Cotton  and  wool  fancy  weai  e  terqe*. 

CLASS  XIX. 


Cotton  warp  fancy  weave  serge  for  men's  wear. 
Plaited  warp  fancy  weave ser^ze  for  men's  wear. 


35 
35 


36 
37 
36 


37 


For  men*8  and  w&men*8  wear,  cotton  and  wool  iuUingt. 

CLASS  XX. 


C.  W.  serge  hairline  stripes  for  women's  wear. 
C.  W.  granite  for  women  s  wear 


Cotton  warv  cashmeret. 
CLASS  xxn. 


Cotton  warp  oxford  cashmere  for  rubberizing . 
do 


:• 


.do. 


Misretianeotu. 
CLASS  xxm. 
Cotton  warp  corkscrew  for  shoe  cloth 


Senator  Watson.  Give  us  some  of  those,  so  we  can  have  them  a 
mind. 

Commissioner  Marvin.  This  table  shows  that  in  this  tvpical  Ameri- 
can worsted  mill  there  are  23  classes  of  products,  'fhere  are,  (•■: 
instance,  storm  serges,  medium  serges,  fine  serges,  coarse  serges  f*-.' 
men's  and  women's  wear,  medium  serges  for  men's  and  women* 
wear,  various  kinds  and  weights  of  serges,  cheviots,  all  wool  mixt>. 
serges,  all  wool  piece-dyed  serges  with  cotton  stripes — in  fact,  preti; 
nearly  a  full  line  of  worsted  faorics. 

This  table  shows  the  weight  per  yard  of  these  fabrics  of  the  dif- 
ferent classifications.  If  an  English  serge,  for  instance,  is  impf>ri<"i 
into  this  country  and  we  tried  to  find  a  comparable  ^Vmerican  produt  t 
naturally  we  would  not  compare  it  with  a  cheviot  or  broadcloth:^ 
would  compare  it  with  an  iVmerican  serge.  It  would  fall  natural!;, 
into  that  ^*  class  1 "  of  serges. 

If  it  is  a  serge  of  light  weight  for  women's  w^ear,  for  instance,  matl*- 
in  4  ounces  to  the  yard,  it  would  be  compared  with  an  American  senrt- 
weighing  4  ounces  to  a  yard. 

There  are  American  serges  ranging  in  weight  from  4  ounces  to  a 
yard  up  to  18  ounces  to  a  yard;  probably  as  large  a  variety  of  Ameri- 
can-made serges  as  are  made  anywhere  in  the  world.  So  when  a 
foreign  serge  comes  in  there  is  something  of  comparable  quality  i" 
which  it  can  be  compared.  Practically  the  same  remarks  might  U* 
made  of  every  line  ol^  foreign  worsteds  or  woolens. 

If  they  are  competitive,  it  means  that  something  of  the  same  nature 
is  made"  in  this  country  and  the  ascertainment  of  the  value  of  tha! 
thing  made  in  this  country  is  not  a  difficult  proposition. 

In  the  morning  paper  there  was  published  a  table  similar  to  that 
one  which  I  have  just  commented  upon.  This  table  is  the  price  ii-^t 
of  the  American  Woolen  Co.,  giving  the  prices  for  its  spring,  19'-- 
fabrics.  It  gives  the  weight  per  yard  and  the  price  of  all  of  i^^ 
products.  Tlie  suggestion  has  been  made  that  if  the  change  is  mml*' 
to  American  valuation  the  importer  of  the  foreign  gcMnls  would  ni»t 
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aow  the  amount  of  duty  that  would  be  assessed  on  his  goods  at  the 
me  that  they  arrived  in  the  United  States,  not  knowing  what  the 
rice  of  a  comparable  article  in  the  United  States  would  be. 

Gentlemen,  here  are  the  prices  of  the  full  line  of  spring,  1922,  goods 
lade  by  the  American  Woolen  Co.  Not  only  will  the  foreign  exporter 
►e  under  no  difficulty  to  find  out  the  price  at  which  goods  compai;able 
rith  his  sell  in  the  United  States  at  the  time  of  exportation,  but  by 
he  publication  of  these  prices,  which  is  a  trade  custom,  he  may 
:now  some  six  months  in  advance  what  the  price  of  comparable 
American  goods  will  be. 

Senator  Watson.  Has  he  any  assurance  that  that  price  list  will 
lot  be  changed  ? 

Commissioner  Marvin.  The  prices  may  be  changed;  his  prices  may 
>e  changed. 

Senator  Smoot.  Do  you  want  this  to  go  into  the  record  ? 

Commissioner  Marvin.  I  think  it  might  go  into  the  record. 

(The  cUpping  from  paper  giving  American  Woolen  Co.  prices,  s'lb- 
mitted  by  Mr,  Marvin,  is  here  printed  in  full,  as  follows  ) 

Cotton  Gray  Goods. 

The  following  figures  represent  an  idea  of  the  prices  at  which  gray  goods  may  be 
ol»tained.  Mill  prices,  in  general,  are  higher,  but  the  consensus  of  opinion  is  that 
these  figures  are  sus  near  the  market  as  one  can  estimate.  Contracts  to-4ay  are  in- 
variably for  near-by  months.    (July  25,  1921.) 


5'rtnl  tlotbs: 

25  mch,  36  by  44 , 

27imh,44by  47 

'I4  inch, .%  bv  52 

■27  i  n  ch ,  W  by  60 

31i  inch,  48  by  48 

31  i  inch,  06  by  52 

:g  inch,  ei  by  60 

2s!  inch,  44  bv  40 

tS  inrh.  48  bv  48 

**  iiifh,  56  by  44 

iiirich,  40iiy40 

•6  inch,  48  by  44 

J'^i  inch,  (50  bv  52 

i^Mnth,C0bv48 

>^}  inch,  64  by  56 

>:  m  ch .  64  b V  60 

^*  n»rh,  68  bv  72 

» inch,  72  bv  76 

•»inch,W)hv80 , 

^i  inch,  SO  bv  88 , 

^  inrb,  tt6  bv  92 

3*J  inch,  96  bv  100 

39  inch,  96  bv  100 

♦4  i nr h,  48  bv  48 

4Uivch.  44  by  40 

*wtLngs  (net    prices  unless    otherwise 
vp«ifi«l): 

>  Wnch,  48  by  48 

3>Unch,  40  by  40 

*-iuch,  44  by  40 

3<Vijich,4Kby40 

•VS-iiich.4Sby48 

3ft4nf h,  4S  by  52 

36-inch.  56  by  60 

JT-inch,  48by  48 

3S-inch,48by48 

364nch,  64  by  68.  . 

*JiiCh,  46  by  44 

*)-inch,48by44....  

«>mch,44by40 [ 

»-inch,56byflO 

«>-iiich,64by«8...  . 
*Wnch,48by48... 


IMce. 


Second 
hands. 


Southern '  Southern 
spot  an<i !      con- 
near  bv.     tracts. 


Kastcrn 
spot. 


Eastern 

con- 
tracts. 


5.00 
6. '25 
6.15 
5.50 
5.00 
4.70 
4.00 
4.00 
3.00 
3.50 
3.25 
3.75 
4.25 
3.60 
3.15 
2.85 


*  Octobfff. 


» Late. 


•  Terms. 
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Sheetings(net  prices  unless  otherwise  speo- 
Ifled—Continued. 

4(Mnch,  48  bv  48 

40-inph,  44  by  44 

4^lnch.  44  by  44 

Pajama  checks: 

86*-inch,  72  by  30 

36l.lnch,  64  by  eo 

Three  leaf  twills: 

39-lnch,  64  by  «0 

39-inch,  64  by  72 

39-inch,  68  by  76 

39-inch.  68  by  76 

39-inch.  68  by  76 

37-inch,  98  by  60 

Pocketins  twills: 

31 -inch,  64  by  100 

31-inch,  64  by  70 

31-inch,  68  by  80 

31-inch,  68  by  80 

Osnabiirgs: 

30-inch,  7-ouncc;  P.  W 

40-inch,  7-oancc,  P.  W 

Drills: 

37-inch 

37-inch 

37-inch 

37-iuch 

37-inch 

37-inch 

36-inch 

34-inch 

3>inch 

30-inch 

33-inch 

3)-inch 

30-inch 

3!)-i  nch 

30-inch,  76  by  58 

Organdies: 

3<>-iiirh ,  68  bv  56 

4'>-i ricli .  76  by  56 

4'>-inch,  72by64 

Pongees: 

dl-inch,  72  by  100 

3Mnch,64by72 

Voiles: 

4')-inch,  60  by  56,  extra  hard  twist 

40-inch,  fiO  bv  56,  ordinarv  hard  twist  . 

4'Vinch,  60  by  52,  slack  twist .•. 

Combed  lawns: 

40inch,  84  by  80 

40  inch,  72  by  68 

40  inch,  SO  bv  80 

40lnch,  76  by  72 

40-inch,  HS  by  80 

40  inch,  96  bv  92 

40.inch,96by  100 

30  inch,  sx  by  80 

3 )  inch,  76  by  72 

Carded  lawns: 

S'i  inch,  72  by  60 

40  inch .  72  by  60 

40  inch.  80  by  72 

40.inch,  Hk  bv  80 

40-inch,  72  by  68 

40  inch.  80  bv  76 

Poplins.  :<7H"ch,  100  by  44 

Sateens: 

37i-inch .  64  bv  72 

37Hnch,  64  bv  M) 

.37A-in<h.  f>4  bWs 

39-'inch.  64  bv  HM 

39-imh.  64  by  112 

39-iTich.  72  by  121) 

4  ^inch,  64  bv  HM 

4'Vi  nch .  64  b V  n  2 

4  ^lP(•h,  72  bv  120 

4 ^i-iiirh.  9«»  bv  .V» 

4  uinch.  96  by  i:;2 

42-inch.  s4  by  124 


Price. 


12.60 
5.00 
5.50 

4. 70 
6.35 

5.10 

4.80 
4.50 
4.26 
4.00 
4.50 

4.20 
4.00 
4.20 
3.85 


Second 
hands. 


3.95 
3.50 
3.25 
3.00 
2.76 
2.35 
4.20 
4.75 
4.00 
3.25 
5.25 
3.00 
2.85 
»2.50 
2.50 

11.00 
11.00 
13.00 

7.00 
6.40 


3. 


10.60 
9.50 
9.00 
9.00 
8.50 
7.50 
7.00 
11.35 
12.50 

10.00 
9.00 
7.70 
6.00 
6.00 
6.00 
90-4.00 


7* 


Southern 
spot  and 
near  by. 


8 
84 


Oi 


9f 


6J-7 
7* 


Sotitbern 
con- 
tracts. 


8l-«l 


7J 


n-9 

fohW 


n 


124 


<8 
<8 
*9k 
•6 
*54 
«6 
*7 
«5-54 
*74-7J 
«8 
10 


Eastern  ,    ^ 
spot.        t 


8     . 

8i'- 


St 

114 


IH-IH 


12 


i<H-n 


UH3 

lo-ioi 
•» 

17^18 
lli-12* 
13  -IS) 


10|-16i 


H 


94 


16-17 
I0)-11 
•I 

'•ia" 

12 

94 

10-104 


t 


5.25  t 

4.90    

gM"     ' 

4  70    ""   ".     .   .1 ■ 

4:20!::::    :;.     ...     

iS)';::::::::.! : 

;i.  5(»  1 1 ' 

3.  hf.  ■ 

log.ft/i  I  1 ■ 

3.  :i5  '  

4.  (K)  ■ * 

3.  .V>  1 

. 17    t 

3.:<6  ' 

I 


tof-ii 


13)  II 
14  -144 
9 


•  Terms. 

♦  Net . 

» Terms  asked. 


•  Net  asked. 

'  Depending  apon  count. 

>  Asked. 


*  Depending  upon  the  make 
»•  TwlU. 


!1   'l\ 


1-H 


•  .  - 

■• 

— 

• 

17r- 

1 

nt 

1 

ir 

4 

»>t 

4 

n 

n 

la  • 
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Americttn  Woolen  Co,y  department  1,  division  A^  comparison  of  prices. 

[From  Daily  News-Record,  July  26, 1921.] 


Spring 
i922. 

Spring 
1921. 

^& 

Spring 
1917. 

Spring 
1916. 

Spring 
1915. 

Spring 
1914. 

^\S^ 

uhinirton  standard  days: 
ai7  ii-o^ncf).  .. 

S3. 65 
8.47i 
4.02) 
4.62 
2.72 

1.65 

1.67} 

3.20 

3.871 

4.10 

3.62i 

12.65 
2.80 
3.12 
3.65 
2.35 

1.55 
1.60 

$1.55 
1.65 
1.80 
2.00 
1.52} 

1.07} 
1.12i 

SI.  30 
1.37} 

U.50 
1.67} 
1.27} 

SI.  15 
1.22} 
1.32} 
1.47} 
1.10 

SI.  15 
1.22} 
1.32} 
1.42} 
1.07} 

SI.  25 

317  12-oiunce. 

1.32} 
1.424 

33S  14-oazice. 

12.50 

2.85 

20016-ouncQu 

1.55 

612-^  13-ounce 

1.15 

ashin|taQ  seises: 

ao&j-i 

.96 
1.20 
1.42} 
1.52 
1.32 

.67} 
1.07} 
1.32} 
1.87} 
1.17  J 

.72} 
1.00 
1.26 
1.32} 

^W-2»<X2DOe 

2.17i 

2. 42i         1. 47I 

1.26} 

H13-10 12-ounce. 

2.971 

3.20 

2.90 

1.77} 

1.90 

1.67} 

1.40 

ai*-33 

1.47i 

2192 

2.42) 

2.06 

2.05 

1.77J 

1.96 

1.15 

616  11-ounce. 

32»l3-ounoe 

69^9i-ounce 

XOO -       -  - 

^ashmgton  cheviot: 

312-32  12<iutiC8L 

••••••••" 

Washington  onfinished  wor- 
ited- 

\  ool series: 

9M0-» 

3.32| 

4.07| 

4.12 

3.75 

3.95 

2.57i 

3.074 

3.20 

2.62} 

3.30 

3.45 

2.97} 

3.15 

2.15 

2.35 

2.42} 

1.55 

1. ::, 

1.10 

1.07} 

1.80 

1.32} 

1.22} 

1.30 

i.2or 

»7l4-« 

1. 92}  1      1. 4i;V  ;      1. 40 

1.42} 

1.45 

»*i4-* *.!!*.! '"'"!" 

1.92} 

1. 72 

1.55 

1.42* 

1.42} 
1.27 
1.37. 
.92 
1.00 
1.07} 

9K11-4 

9>sl2-4 

1.82}!     i.rjh 

9696 ": ;■ 

1.32} 
1.37} 
1.47 

1. 12 

1.12} 

1.20 

9709-1 ^ 

2.07J 

9Wfr-2 

W6it,  iS-oonce 

2.50 

2.77* 

2.52} 

1.85 

2.50 

2.55 

3.10 

3.422 

2.45 

2.75 

2.522 

3.10 

3.122 

3.272 

2.35 

»itff.  13-ounc8 

^ 

X7»,  ll-ocuic« 

** 

MU.IS-onnoe 

916H,  13-ounce 

9«2S,i6-oance... !!!.!!!!! 

1 

^ 

•09,  U-oonce 

9647, 14-oiUK* 

«TV,  14-oQnce 

*...•.■..  ...•••... 

9640,  Ift^xinoe 

9M0 

Wool  onflnfaihcd  worsteds: 

(^4^,  14^iuioe. .-. 

4.10 

2.75 

4.05  , 

a  674 

4.97 

4.571 

3.10 

4.02& 

4.42| 

4.25 

4.60 

3.20 
2.47} 

3.30 

2.75 

Z92} 

4.05 

3.87} 

Z50 

3.40 

3.52} 

3.57} 

0) 

1.60 
1.50 

1.87} 

1.55 

1.67} 

2.30 

2.17} 

1.50 

2.00 

2.05 

2.00 

1.52} 
1.25 

1.55 

1.27} 

1.32} 

1.87} 

1.77 

1.25 

1.72} 

1.70 

1.62} 

1.37} 

1.07} 

1.42} 

1.15 

1.20 

1.65 

1.60 

1.10 

1.52} 

1.55 

1.45 

1.32} 
1.05 

1.32} 

1.07 

1. 12 

1.62 

1.52} 

1.02} 

1.45 

1.50 

1.37} 

1.47^. 

9813-1 

2.10 

Fulton  s«rftt: 

1210 

1.5a 

3190 

l-22i 
1.30 

3192 

2.424 
3.37J 

3*44,lfr(iance 

1.80 

1.72i 
1.20 

*571,94^)UW» 

50W,lSounce 

2.77i 

37M,i3-oance 

l!67l 

31M \  .: 

2.85 

3.10 

3.35 

2.70 

3.122 

3.222 

2.45 

1.575 

20) 

«7» 

.........I     

681 

454 

3M 

■**"■••■• 

MO 

Ayer  Kill  serges: 

3.27J 
4.22 
3. 77  J 

2.60 
3.50 

1.50 
1.97} 

1.20 
1.60 

1.10 

1.07} 

1.20' 

IM4-I4 

2.75 
2.40 
2.65 
2.42^ 

3.25 
4.50 

■ 

W.lS^MDce 

1 

■•«•■•••• 

FYtufb  becks: 

W16-08,  ifroonce 

•  •  a  •  •             •  • 

1 

»Swr. 
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Senator  Watson.  Is  the  American  Woolen  Co.  in  the  habit 
publishing  prices  this  far  in  advance  ? 

Conunissioner  Marvin.  Yes,    sir;  they    publish    regularly    t! 
spring,   their  fall,  and  their  winter  pnces  I  think — possibly  iu 
times  a  year — spring,  summer,  fall,  and  winter. 

Senator  Watson.  Do  you  know  whether  or  not  they  adhere 
these  prices  ? 

Commissioner  Marvin.  Unless  there  is  some  change  in  busini 
conditions  that  compels  a  price  change,  these  prices  nold. 

Senator  Gerry.  It  is  not  true  of  other  commodities,  is  it? 

Commissioner  Marvin.  It  is,  I  think,  quite  true  of  cotton  g<x> 

On  the  reverse  side  of  that  newspaper  clipping  is  a  table  of  cott 
yams  and  cotton  sheetings,  giving  the  size  and  width,  etc.,  and  tl 
prices. 

Senator  Gerry.  That  only  applies  to  certain  commodities  ? 

Commissioner  Marvin.  It   applies    to    quite   a   large   variety 
commodities. 

Senator  Gerry.  And  quite  a  large  variety  of  commodities  il| 
does  not  apply  to;  is  that  not  true? 

Commissioner  Marvin.  Well,  there  are  commodities  that  artj 
made  in  comparatively  small  quantities  and  by  small  concems.; 
perhaps,  to  which  it  would  not  apply. 

Senator  Watson.  Take  the  steel  industry:  Is  there  a  publicatidO 
of  prices  by  the  steel  people  ? 

Commissioner  Marvin.  I  am  not  informed  about  it,  but  I  think 
it  is  true;  I  think  the  prices  are  published. 

Senator  La  Follette.  I  suppose  this  might  be  called  "open- 
price  fixing?" 

Senator  Watson.  Yes. 

Commissioner  Marvin.  If  every  one  made  those  same  prices, 
there  ini^ht  be  something  in  that.  But  I  think  a  good  many  con- 
cerns will  find  it  difficult  to  meet  those  prices. 

Senator  Watson.  When  the  American  Woolen  Co.  opens  th«r 
line  of  goods,  nearly  every  other  woolen  company  does  the  samt- 
thing,  eight  months  ahead  of  being  made,  and  there  is  not  a  buyer 
in  the  United  States  one  week  after  the  prices  are  published  but  what 
knows  just  exactly  what  the  price  is. 

Commissioner  Marvin.  The  real  nub  of  this  question  seems  to  be 
in  the  possibility  of  ascertaining  the  prices  of  comparable  American 
goods. 

Senator  Smoot.  I  notice  in  this  list  here  it  not  only  gives  the  open- 
ing price  in  the  spring  of  1922  on  clay  worsteds,  but  it  gives  pric***' 
all  the  way  from  1908  up  to  1922  on  the  same  piece  of  goods) 

Commissioner  Marvin.  Yes.  It  shows  a  decline  in  the  19.- 
prices  from  the  1920  and  the  1921  prices,  for  instance. 

Senator  Smoot.  Take  14-ounce  clav  worsted  in  the  spring  of  I9il. 
S4.02^  a  yard;  this  year  they  opened,  at  $2.50:  that  is,  the  sprin;;  <»^ 
1921  was  $4.02^,  and  for  the  spring  of  1922  the  samples  made,  not 
the  goods,  $2.50. 

Senator  McCumber.  And  how  far  back  does  that  go,  giving  the 
prices  t 

Senator  Smoot.  It  goes  back  to  1908. 

Senator  McCumber.  What  was  the  price  in  1908  ? 

Senator  Smoot.  $1.42^. 
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^onumssionw  Mabyin.  Mr.  Chairiaan,  I  was  sayiag  that  it  appears 
me  that  the  nub  of  this  proi>osition  is  the  ahiuty  to  ascertain 
aericazi  prices,  the  facility  with  whidi  compajvable  articles  of 
ciericaa  manufacture  can  be  ascertaiaed,  so  far  as  prices  aire  con* 
med. 

I  have  here  a  volume  published  by  the  War  Indjustries  Board  which 
ntains  for,  I  think,  50  commodities  the  range  of  prices  not  onlj 
r  the  United  States  but  for  many  other  coun<trie8.  The  volume  is 
lied  '^  International  Price  Comparisons/'  In  other  words^  tiie  Wiar 
idustries  Board  was  able  to  ascertain  prices  in  the  United  States  of 
I  chosen  commodities  without  serious  difficulty. 
Senator  ^IoCumbeb.  Haye  you  a  table  from  that  volume  which 
)u  wish  inserted  ? 

Commissioner  Marvin.  No,  sir;  I  cmly  make  use  of  thA  volume  as 
1  illustration  of  the  fact  that  American  prices  can  be  ascertained  if 
\e  bureau  or  body  upon  which  that  duty  devolves  sets  itself  about 
le  task. 

You  ane  aH  familiar  with  the  United  States  Departoieait  of  Labor, 
lere  is  a  voluide  giving  wholesale  prices  in  iim  United  States  of  a 
irge  va^ety  of  comm^^ties  from  1890  to  1919.  As  I  understand 
:.,  the  Bureau  of  Labor  Statistics  of  the  Department  of  Labor  keeps 
hese  prices  up  to  date,  and  probably  prioes  within  a  month  can  he 
uscertained  by  commmiicating  with  them,  and  in  some  iiuitaiifees  the 
)nce  is  right  up  to  date. 

In  the  census  of  dyes  and  coal-tar  chemicals,  published  by  the 
r&riff  Conunission,  is  given  the  prices  of  American  crudes,  intemne- 
(liates,  aad  dyes.  In  some  of  our  other  publicfitions  the  prieee  of 
cotton  yam  aad  cotton  cloth  have  been  given,  and  I  submit,  geotle- 
mea,  if  bureaus  of  this  chAra4:^ter  can  asoertain  American  prices,  that 
the  Govermnent  is  not  laying  upon  tixe  Oustoms  Service,  the  Board 
of  Appraisers,  or  t^e  board  of  ^exaouneois  any  undue  buiTden  ii  W6  aak 
them  to  andeavor  lo  ascertain  the  value  ot  Americaa  articles  com- 
parable to  those  imported. 

Evenrthing  that  enters  iortk)  U'ade  and  oomsmvce  has  a  value  or  it 
could  imd  no  place  in  tirade  <ir  commea^oe.  We  eaJtev  a  stco-e.  Our 
purchase  of  an  ^l^ide  in  that  stor<e  depesids  upon  our  idea  of  the  value 
placed  upon  it.  It  has  been  suggested  that  American  manufac* 
lurers  nu^t  raise  their  prices  to  an  lexorbitant  de^ee  in  order  t^at 
the  duty  upon  the  impc»*ted  article  might  be  higher.  There  ai;e 
^veral  things  that  would  inteenfere  with  a  process  of  t^at  kind,  and 
one  of  them  is  the  fact  the  American  peopjle  would  refuse  to  pay  the 
prices,  if  they  ffot  beyond  a  reasonable  limit.  There  would  be,  as  we 
nave  ivitnessea  recently,  a  buyer's  strike. 

'Vnother  thing  that  would  prevent  an  inordinate  increase  of  prices 
^ould  be  the  competition  of  American  producers.  They  would  see 
their  opportunity  to  get  the  business,  and  they  would  get  it. 

-Vnother  reason  why  a  process  of  that  kind  could  not  be  carried  on 
i^"}  the  fact  of  foreign  competfttion.  If  you  take  a  f (xneign  ^artftcle  ihtt 
^^  valued  at  75  <ceiits,  an  American  article  tdiat  is  valued  M  $1^  Idie 
'i^ty  on  the  American  value  being  25  per  cent,  that  foreign  article 
valued  at  75  cents,  on  payment  of  25  per  cent  duty  on  the  American 
valuation,  would  land  in  this  country  at  $1. 

But,  say,  to  ccMnpel  the  foreigner  to  pav  higher  •duties  the  American 
should  raise  his  price  from  $1  to  12.     The  duty    remains  the  same. 
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25  per  cent.    Twenty-five  per  cent  of  the  American  inflated  pricf 
$2  would  be  50  cents.     You  buy  the  article  abroad  at  75  cents  ' 
the  same;  you  pay  instead  of  25  per  cent  duty  on  the  $1  value, 
same  rate  on  the  mflated  value,  and  the  foreign  article  lands  here 
SI. 25,  imderselling  the  American  inflated  article  by  75  cents,  ma' 
it  impossible  for  any  such  procedure  to  prove  successful. 

Personally,  I  have  given  some  study  to  this  proposed  change,  a 
if  I  may  speak  merely  personally  in  regard  to  it,  I  should  like  to 
recorded  as  strongly  in  favor  of  the  American  valuation  system, 
think  that  the  condition  of  world  business  makes  it  absolutely  nee 
sary  that  this  change  should  be  incorporated  in  the  law,  not  merely  f'jfl 
protective  purposes  but  also  for  revenue  purposes;  and  that  thii 
proposed  change  is  just  as  desirable  in  a  revenue  tariff  as  it  is  in  t 
protective  tariff,  for  the  object  of  a  revenue  tariff  is  to  obtain  br 
customs  duties  the  entire  amount  of  revenue  which  those  dutie*. 
based  upon  the  proper  valuation,  will  produce. 

I  was  talking  sometime  ago  with  a  gentleman  from  New  Hamp- 
shire  in  regard  to  this  suggestion,  and  he  said  that  he^had  recently  ti 
experience  that  illustrated  the  value  of  the  change.  He  ha<l  r^ 
ceived  from  a  manufacturer,  a  maker  of  women's  suits,  a  price  «!i 
Irish  tweeds.  That  was  to  be  £10.  He  ordered  one  of  those  suit*, 
received  the  bill  for  £10,  and  inclosed  with  it  was  a  duplicate  markrt 
'^Por  customs  purposes  only,*'  in  which  the  bill  was  made  out  for  £v 

If  in  a  small  transaction  like  that  an  inducement  to  undervalue  tlf 
import  is  yielded  to,  it  is  not  difficult  to  realize  how  much  under 
valuation  there  is  when  the  invoice  may  involve  thoi|sands  of  dollar? 
I  have  seen  many  letters  from  foreign  manufacturers  saying  **0'.:r 
price  will  be  so  and  so,  but  for  customs  purposes  we  will  send  to  yiu 
a  duplicate  invoice  giving  the  foreign  price  at  a  much  reduced  figure " 

There  is  uncfuestionably  considerable  undervaluation.  Dutie* 
based  upon  foreign  values,  with  our  opportunity  for  actually  arririn; 
at  the  real  foreign  value  being  so  meager,  will  never  produce  the  fn' 
amount  of  duty  that  the  rates  are  supposed  to  produce. 

By  a  change  to  American  valuation  there  will  be  eliminated  this 
imdervaluation,  and  even  under  a  revenue  law,  as  well  as  under  a 
protective  law,  the  rates  will  produce  the  full  amount  of  revenue 
mtended. 

But  so  many  of  the  reasons  for  American  valuation  have  alrea<h 
been  put  in  the  record  that  I  will  not  add  to  them,  and  will  close  mj 
testimony  unless  there  are  some  questions  to  be  asked. 

Senator  McCumber.  Are  there  any  questions  that  any  Senat'^r 
desires  to  ask  ? 

(No  response.)  * 

The  committee  is  very  much  obliged  to  you,  Mr.  Marvin. 

The  next  on  our  list  is  Mr.  George  Davis,  special  agent  from  Xf' 
York. 

STATEMEITT  OF   MB.   OEOBOE   0.   DAVIS,   IS  CHABGB   COX- 
PABATITE  VALUE  BEPOBT  BUBEATJ,  FEW  YOBK,  B,  T. 

Senator  Watson.  How  long  have  you  been  a  customs  oiBcial,  Mr. 
Davis? 

Mr.  Da^is.  I  came  into  the  service  as  a  boy  in  1890. 
Senator  Watson.  And  have  been  with  it  continuously  since  1 
Mr.  Davis.  Continuously. 
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Senator  Watson.  And  what  do  you  do  there  ? 

Mr.  Davis.  I  started  as  an  opener  and  packer,  and  became  a  clerk 

ul   sampler,  examiner,  chief  examiner,  acting  appraiser,  special 

cent ;  and  I  am  special  agent  now  in  charge  of  the  district  of  New 

ork  and  Comparative  Value  Report  Bureau. 

Before  touching  on  the  matters  that  I  would  like  to  speak  of  in 

jnnection  with  wie  proposed  valuation  plan,  I  want  to  refer  to  Mr. 

>mparatively  few  number  of  ad  valorem  rates  through  the  bill. 

[arvin's  reference  to  the  number  of  ad  valorem  rates.     He  counts  a 

have  compared  the  number  of  ad  valorem  rates  in  this  bill  with  the 

*ayne-Aldrich  bill,  but  I  do  not  think  there  are  many  more  articles 

n  the  free  list  in  this  bill  than  there  were  in  that  bill,  nor  a  great 

tiany  more  specific  rates.     The  comparatively  few  number  of  aa  va« 

r>rem  rates,  however,  manages  to  Keep  80  examiners  going  all  the 

ime  in  New  York. 

He  refers  to  some  of  the  schedules  and  gives  a  small  number  of 
id  valorem  rates.  One  ad  valorem  rate  may  cover  thousands  of 
lifferent  articles;  for  instance,  the  ad  valorem  rate  on  lace.  On 
Calais  laces  alone,  the  examiner  in  New  York  is  keeping  track  of  the 
market  value  of  500,000  numbers.  One  rate  on  chinaware  would 
cover  hundreds  of  decorations,  hundreds  of  shapes  and  sizes  of  china 
articles. 

The  catch-all  rates  on  manufactures  of  metal  will  cover  thousands 
of  manufactured  articles;  and  the  catch-all  rate  on  manufactures  of 
wood  also.  So  I  do  not  thiiik  that  merely  counting  the  number  of 
rates  is  any  fair  test  as  to  the  difficulties  tnat  might  be  encountered 
in  arriving  at  American  valuation  of  the  articfes  dutiable  at  ad- 
valorem  rates. 

Senator  Smoot.  That  same  thing  has  happened  in  every  tariff 
bill,  however.  There  is  noi  change  whatever  m  the  American  valua- 
tion from  that  of  tiie  foreigp  as  to  the  division  of  laces  or  any  other 
iUmg  that  may  be  in  the  bill. 

Mr.  Davis.  But  24  rates  in  one  schedule  does  not  show  that  there 
is  very  little  work  connected  with  it,        .      . 

Senator  Smoot.  Of  course,  the  work  will  be  the  same  as  it  has 
been  in  the  past.     , 

Mr.  Davis.  The  phase  of  this  valuation  plan  that  I  wish  to  touch 
upon,  is,  first,  the  difficulties  of  administration,  and  second,  the 
gr^at  difficulties  in  adjusting  the  rates  to  meet  the  new  plan. 

The  velne  paragraph,  section  402,  Title  V,  appears  to  provide  for 
two  methods  of  appraisement — the  first  part  of  the  paragraph,  th^ 
value  of  the  domestic  article  applied  to  the  imported  article,  when 
comparable  and  competitive;  tne  last  part  of  tne  paragraph,  when 
no  domestic  value  can  be  asoertainea.  to  the  satisfaction  of .  the 
appraising  c^cer,  the  value  of  the  imported  merchandise  for  sale — 
going  on  to  explain  in  many  ways  how  to  reach  such  a  value. 

In  regard  to  the  first  method,  I  think  it  presents  administrative 
Acuities  and  re^juires  a  careful  study  of  rates  to  adjust  them  to 
the  higher  valuation  basis.  The  application  of  this  method  woidd 
require  an  immediate  and  exhaustive  search  throughout  the  markets 
^i  the  United  States  for  comparable  and  competitive  domestic 
^clea  before  the  seccmd  method  could  be  ilegally  resorted  to  at'  all. 
Vd before  we  could  determine  what  ''comparable"  and  '^competi- 
^e''  meant,  we  would  hiure  to.;pirobably  get  judicial  decisions, 
^ch  would  take  a  long  time. 
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Let  US  face  the  situation  just  as  it  is.     The  law  goes  into  effect  •( 
a  certain  day;  the  examiners  or  the  appraising  officers  will  be  totj "' 
unprepared  to  meet  this  situation.     I  believe  one  gentleman  sta 
that  tne  appraisers  in  New  York  were  now  studyinff  the  propositi 
and  drawing  up  regulations  to  put  it  into  effect.     I  do  not  thmk  tl 
is  true,  because  they  are  too  busy  doing  their  daily  work,  and  fr 
my  talking  to  the  various  examiners  I  do  not  think  they  hare  g»^ 
into  it  at  all. 

The  first  day  the  law  is  pmssed,  they  will  be  faced  with  finding  ti 
value  of  the  domestic  merchandise  in  the  United  States;  as  Mr. 
Nabb  stated,  the  law  provides  that  the  importer  can  come  down 
the  appraisers'  stores  with  his  invoice  and  with  samples  of  his  m< 
chanoise. 

Well,  aD  of  the  importers  of  New  York  City  that  have  invoices  fi 
merchandise  dutiable  at  ad  valorem  rates  will  swarm  down  on  tl 
cnstombouse  the  first  day;  the  samples  will  be  g^ven  to  the  examinei 
they  will  want  to  know  what  values  the  appraiser  is  going  to  put  i 
those  articles.  The  appraisers  could  not  tell  them  to  save  their  lir* 
The  best  they  could  do  would  be  to  keep  those  samples  and  tell  tl 
importers  to  come  back  later,  and  it  would  probably  be  an  interini 
several  weeks  or  a  month  before  they  cooM  possible  reach  or  find  tl 
comparable  domestic  merchandise  m  the  United  States,  make  ttel 
comparisons,  and  gfit  the  valnes. 

Senator  Smoot.  You  do  not  mean  lo  say  the  examiners  will  not  ds 
one  thmg  tmtil  the  morning  after  this  bill  passes  in  establishiif  j 
Ameriean  vahiation  I 

Mr.  Davis.  On  the  day  befcnre,  Senator,  they  will  be  engaged  eveir 
hoiu*  of  the  day  endeavoring  to  clean  up  the  day's  busmess  of  thi 
previous  aet. 

Senator  Smoot.  There  will  be,  eertainlv,  a  collection  of  sampler 
md  there  will  be,  certsiudly,  a  coIlectic»i  of  information. 

Mr.  Davis.  I  doubt  it.  If  the  Treasury  Department  wofuld  com- 
mand them  now  to  do  it,  they  might  do  it.     But  they  are  not  doing  it 

Senator  Smoot.  We  will  have  -some  information  from  the  Treasan 
before  ever  this  bill  is  passed,  showing  the  difference  between  the  inj* 
position  of  these  duties  under  the  American  valuation  and  the  forri^ 
valuation,  or  this  bill  will  not  be  passed. 

Mr.  Davis.  That  may  be  true. 

Senator  Smoot.  Th^i  we  will  have  that  much  information,  anybov* 

Senator  Watson.  Is  there  any  way  they  can  be  directed  to  make 
preparations  I 

Hr.  Davis.  We  have  had,  during  the  past  three  or  four  weeks 
examineiB  find  for  us  as  many  comparable  American  domestic 
articles  compared  for  valuation  purposes  with  the  imported  articles. 
We  have  only  been  able  to  get  in  that  time  from  them  about  50 
illustrations.     I  have  them  all  tabulated  here. 

Senator  McCumbbb.  Mr.  Davis,  is  it  impossible  for  the  Treasun 
Departm^it  to  just  take  the  list  of  articles  that  are  in  this  tariff  bill 
and  begin  now,  through  Uieir  collectors  and  officials,  to  asoertain  iIk 
present  price,  or  ^at  those  things  are  selling  for  in  the  United  Suta» 
to-day? 

Mr.  Davis.  That  would  involve  thousands  and  thousands  of  artielai 
Senator. 

Senator  MoCtTMBmu  It  would  take  tmt. 
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S<>nator  Gebky.  And  it  woiild  take  a  great  deal  of  extra  help, 
Mr.  Davis.  It  would  absolutely  take  a  great  deal  of  help.     The  ex- 
iiiners  covild  not  do  that,  because  they  are  doing  their  daily  work. 
Senator  Gehry.  Is  not  the  time  of  the  examiners  occupied  now? 
Mr.  Davis.  The  time  of  the  examiners  is  occupied  now,  Senator. 
Senator  Gerry.  And  this  additional  work  would  require  extra  time 
r  other  examiners  ? 
Mr.  Davis,  It  certainly  would. 

Senator  Smoot.  I  was  told  by  the  Treasury  Departnient  that  thej 
.acl  80  men  collecting  this  very  information  to  submit  here  to  this 
omniittee  that  I  have  referred  to, 

Mr.  Davis.  I  have  the  information  right  "here  on  one  phase  of  the 
object.  There  is  another  phase  of  the  subject.  They  are  taking  the 
lew  specific  rates  in  the  bill  where  the  former  rates  were  ad  valorem 
md  they  are  making  a  comparison.  That  would  take  them  several 
iveeks.     They  have  not  that  information  yet. 

But  let  us  suppose  that  the  examiners  can,  within  a  few  days,  get 
the  values  of  these  samples,  these  thousands  of  samples.     Thev  will 
have  to  retain  these  samples  and  take  a  record  of  values  whicn  will 
mean  making  invoices  of  the  ad  valorem  importations  that  came  into 
New  York  for  that  day.    When  the  merchandise  comes  in  and  comes 
before  them  for  examination,  they  will  have  to  take  all  of  these 
thousands  of  samples  and  check  them  against  the  goods  in  the  cases 
to  see  if  the  gooos  really  did  arrive,  and  check  them  against  all  of 
Vhose  recorded  American  prices  if  thev  are  successful  in  finding  them. 
Take  the  other  ports.    They  will  Se  absolutely  at  sea.    They  can 
not  take  the  American  selling  price  of  the  importers  in  their  town, 
because  the  American  selling  price  of  the  imported  article,  if  they 
lump  to  the  second  method  of  appraisement,  will  probably  be  taken 
irom  the  selling  prices  of  the  foreign  agents  in  New  York,  which  will 
mean  that  the  New  York  examiners,  in  addition  to  all  the  work  that 
they  have  already  on  the  invoices  aU  over  the  United  States,  will 
have  that  dumped  upon  them,  having  to  teU  appraising  officers  all 
over  the  country  what  these  values  are,  involving  again  mousands  of 
samples. 
Soiator  Smoot.  Providing  they  all  come  in  on  that  particular  day. 
Mr.  Davis.  The  merchanaise  will  oome  in. 
Senator  Shoot.  That  is  not  every  kind  of  article. 
Mr.  Davis.  In  one  day's  merchandise  in  New  York  you  will  get 
practically  almost  every  article  under  the  sun. 
Senator  Smoot.  Your  position  is  that  this  never  can  be  changed? 
Mr.  Davis.  No  ;  that  is  not  my  position ;  but  if  it  is  going  to  take 
two  or  three  weeks  or  a  month  to  get  this  information,  you  will  have 
the  merchandise  tied  up  tighter  than  a  drum. 

Senator  Smoot.  You  will  have  three  months  before  ever  this  bill  is 
in  operation  from  to-day. 

Senator  Gebsy.  Do  you  think  you  can  get  this  information  in  three 
months  ? 

Mr.  Davis.  For  practical  purposes  of  appraisement  I  do  not  think 
we  can. 

Senator  Watson.  Even  with  a  greater  force  ?  Suppose  you  could 
select  the  men  vou  wanted  and  the  number  of  men  you  wanted ;  could 
you  not  then  do  it } 
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Mr.  Davis.  We  could  undoubtedly  gather  a  great  deal  of  vr 
valuable  information. 

Senator  Watson.  Then  it  is  not  because  of  the  insuperable  d 
culty  per  se,  but  because  of  the  lack  of  the  force  to  do  it  and  the  ti 
in  which  to  do  it  ? 

Mr.  Davis.  That  is  true;  but  the  other  great  difficulty  would  i 
establishingthis  comparability. 

Senator  Watson.  That  you  never  can  do  until  the  goods  begin 
oome  in.    Of  course,  you  can  not  make  the  comparison  off-hand,  h 
you  can  be  prepared  to  do  that. 

Senator  La  Follette.  That  will  necessarily  be  a  prettj'  sk 
process,  will  it  not  ? 

Mr.  Davis.  It  will  be  a  pretty  slow  process. 

Senator  Watson.  It  is  bound  to  be  for  a  while. 

Mr.  Davis.  Mr.  Marvin  referred  to  some  price  list.  That  informt-j 
tion  was  gathered.  The  chances  are  that  it  took  some  time  to  gath« 
that  information,  perhaps  months.  But  the  appraisers  have  got  to 
get  this  right  away.  First,  they  have  got  to  determine  whether  thort 
are  comparable  domestic  articles  in  this  country  before  they  can  move 
to  the  second  method  of  appraisement. 

Senator  Smoot.  If  you  nave  reference  to  the  wool  in  process  thi: 
he  put  in  the  record,  everybody  had  that  after  the  American  Wo<iler 
Co.  opened  their  samples. 

Mr.  Davis.  Very  lifeely  price  lists  of  that  kind  are  published,  but  1 
do  not  think  a  ser^e  weighing  4  ounces  is  necessarily  going  to  be  com- 
parable to  an  English  serge  weighing  4  ounces. 

Senator  Smoot.  It  would  if  it  was  a  clay  serge. 

Mr.  Davis.  They  have  got  to  determine  all  that. 

Senator  Smoot.  That  is  in  the  list.  They  have  got  to  determini 
exactly  what  kind  of  worsted  it  is. 

Mr.  Davis.  They  have  got  to  determine  the  kind  of  wool  that  i* 
in  it. 

Senator  Smoot.  That  is  determined  by  the  name  of  the  worsted. 

Senator  La  Follette.  And  they  have  got  to  determine  it  by « 
comparison,  piece  by  piece  ? 

Mr.  Davis.  They  have  got  to  determine  it  Iry  a  comparison,  piece 
by  piece,  with  imported  woolens  to  see  if  the  finish  is  tne  same. 

Senator  Smoot.  I  hope  you  will  not  have  any  more  trouble  witk 
other  goods  than  you  have  with  worsted  or  woolen  goods,  because 
there  is  no  doubt  that  that  can  be  done. 

Mr.  Davis.  I  think  the  trouble  in  the  woolen  line  would  be  Ipn* 
than  it  would  be  on  a  great  many  other  lines. 

Senator  Gerry.  That  requires  a  trained  examiner,  does  it  not  ? 

Mr.  Daa^ts.  Yes,  sir. 

Senator  Gerry.  And  then  if  you  try  to  expedite  matters  by  in- 
creasing your  force  you  would  have  to  put  a  lot  of  green  men  on  f 

Mr.  Da\^s.  And  they  would  be  worthless. 

Senator  Gerry.  So  you  really  would  not  be  able  to  save  a  gre*^ 
deal  of  time  even  by  increasing  your  force  ? 

Mr.  Davis.  Probably  not,  but  we  could  save  a  certain  amount. 
Amon^  our  clerks  we  could  find  men  sufficiently  trained  to  be  of » 
great  aeal  of  assistance  to  us. 

Senator  Gerry.  But  it  would  be  a  long  process  ? 

Mr.  Davis.  It  would  be  a  long  process,  in  my  opinion. 


TAKIFF — AMERICAN  A^ALXJATIONS.  93 

Senator  Gerry.  Which  would  mean  a  block  ? 
Mr.  Davis.  I  think  it  would. 

The  next  Question  that  arises  would  be  that  appraisement  is  to-day 
in<l  always  nas  been  based  upon  a  10  per  cent  examination  of  the 
nerchancfise,  on  the  assumption  that  if  10  per  cent  of  the  merchandise 
b  properly  described  upon  the  invoices,  if  the  facts  stated  upon  the 
nvoices  are  true  and  the  values  are  correct,  it  is  a  fair  assumption 
[hat  the  other  90  per  cent  is  also  correct.  That  has  been  the  oasis 
rf  our  appraisement  ever  since  we  have  had  ad  valorem  duties. 

Under  this  plan  it  will  be  necessary,  at  least,  in  the  beginning, 
probably  for  months  to  come,  for  the  appraiser  to  see  all  of  the 
merchandise. 

The  New  York  appraisement  stores  will  hold  8  per  cent  of  one 
(lay's  importations — no  more.     That  pretty  well  crowds  the  building. 

If  the  examiners  have  got  to  view  the  other  90  or  92  per  cent 

Senator  Smoot.  Why  have  they  got  to  do  it  ?    Are  they  going  to 

be  more  dishonest  after  this  bill  goes  into  effect  than  they  are  to-day  ? 

Mr.  Davis.  Your  invoice  is  worthless.  Senator.     The  mvoice  states 

tlie  price  paid  for  the  foreign  article.     It  does  not  state  the  American 

price. 

Senator  Smoot.  No;  we  agree  to  that,  but  the  goods  are  invoiced, 
and  if  they  are  invoiced  they  are  the  same  as  they  are  to-day. 

Mr.  Davis.  But  in  order  to  gfet  at  the  value  of  the  merchandise  in 
the  case  that  does  not  come  in,  the  appraiser  will  have  to  get  the  case 
and  open  it  to  get  a  sample  of  the  goods. 
Senator  Smoot.  He  does  to-day. 
Mr.  Davis.  No;  only  the  10  per  cent. 

Senator  Smoot.  Then  why  does  not  the  10  per  cent  answer  in  this 
case? 

Mr.  Davis.  Because  you  have  an  invoice  which  shows  prices  paid, 
and  the  price  paid  for  an  article  in  the  absence  of  anytning  else  is 
conclusive  as  to  its  value. 

Senator  McCumber.  Do  you  not  also  have  the  invoice  of  what  the 
article  is  ? 

Mr.  Davis.  The  article  is  described;  yes. 

Senator  McCumber.  And  if  you  find  that  10  per  cent  is  a  fair  esti- 
mate of  accuracy,  would  it  not  apply  just  as  much  in  determining 
whether  the  article  were  of  the  kind  described  as  it  would  as  to  the 
value? 

Mr.  Davis.  The  articles  in  the  other  cases  are  different  kinds  of 
articles. 

Senator  McCumber.  But  they  are  described. 

Mr.  Davis.  They  are  described;  yes,  but  not  sufficiently  to  appraise 
without  seeing  them;  and  as  every  one  of  the  appraisements  will  be 
litigated,  probably,  to  begin  with,  the  appraiser  will  have  to  have  a 
sample  of  every  quality  and  every  kind  of  merchandise. 
.  Senator  Smoot.  Do  you  mean  to  tell  me  that  if  an  invoice  comes 
^^  just  now  of  20  different  kinds  of  goods  you  would  take  one-tenth 
of  it  and  just  examine  two  kinds  of  these  goods  to  find  out  whether 
the  values  are  right  or  not  ? 

Mr.  Davis.  Practically;  yes. 

Senator  Smoot.  Then  you  entirely  rely  upon  the  honesty  of  the 
loreign  exporter  ? 

^fr.  Davis.  That  has  been  the  system.  If  you  want  another 
system  you  would  have  to  have  a  standing  army  to  do  the  work. 
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Senator  Smoot.  I  would  just  as  soon  use  the  same  system.  I  li" 
not  think  our  manufacturers  are  any  more  dishonest  than  the  foreii^i 
manufacturers  are,  and  I  will  take  their  word  just  as  quickly  a5  1 
would  that  of  a  foreigner. 

Mr.  Davis.  That  may  be  true;  but  you  will  find  that  99  per  cent 
of  prices  paid  for  foreign  merchandise  is  either  foreign  market  value 
or  more. 

Senator  Smoot.  Then  will  you  have  any  more  trouble  under  thi> 
valuation  at  all  ?  I  can  not  see  that  there  is  a  particle  of  differeuw 
in  it. 

Mr.  DA^^s.  But  we  will  not  have  an  invoice,  Senator.  All  wc  dv 
now  is  to  check  the  values. 

Senator  La  Follette.  And  we  are  driven  to  take  samples. 

Mr.  Da\^s.  Under  this  plan  we  will  have  to  make  invoices:  wt- 
will  have  to  put  down  the  values  of  all  articles. 

Senator  Smoot,  You  will  have  an  invoice  as  to  the  foreign  pri<t'. 

I'ust  the  same  as  you  have  got  it  now.  But  upon  that  invoice  you 
lave  got  to  put  an  American  valuation  for  duty  purposes.  You  wii) 
have  the  same  invoice  that  you  have  now.  The  only  thing  that  y<»u 
are  required  to  do  on  that  invoice  that  vou  do  not  do  to-day  is  thai 
you  have  got  to  put  an  American  valuation  instead  of  a  forei^ 
valuation  on  it. 

Mr,  Davib.  And  that  is  a  tremendous  task,  setting  down  all  of 
those  thousands  and  thousands  of  prices  uYkhi  thousands  and  thoo- 
sands  of  invoices.  All  that  can  be  done,  Senator.  I  do  not  say  it 
can  not  be  done.  I  am  onl}^  showing  you  the  difficulties  that  will 
undoubtedly  arise  in  attempting  to  do  it. 

Senator  La  Follbttb.  Ajoid  you  say  it  will  take  a  standing  army 
to  do  it  ? 

Mr.  Davis.  If  you  are  going  to  look  at  all  the  merchandise,  it  cer- 
tainly would* 

The  Chairman.  Mr.  Davis,  the  great  drawback  about  the  present 
system,  as  I  understand  it,  is  the  lack  of  a  sufficient  force  of  appraisers 
in  Europe,  is  it  not,  or  of  investigators,  or  whatever  you  call  tnem  i 

Mr.  Davis.  That,  in  my  opinion,  is  one  of  the  principal  difficulties 
to-day. 

The  Chairman.  You  have  only  some  7  or  8  or  10  now  ? 

Mr.  Davis.  Six. 

The  Chairman.  And  how  many  ought  you  to  have? 

Mr.  Davis.  At  least  15. 

The  Chairman.  If  you  had  a  large  force  of  that  kind,  say  26, 
could  you  not  operate  ouite  ^ectively  under  the  present  system  < 

Mr.  Davis.  I  think  tnat  if  we  had  a  force  of  25  we  would  get  an 
accurate  market  value  of  practically  all  merchandise  in  the  worU 
that  has  a  market  value,  without  a  doubt. 

The  Chairman.  And  vou  would  be  operating  under  a  system  that 
has  been  the  subject  of  legal  decisicms  for  50  years  ? 

Mr.  Davis.  Yea,  sir. 

The  Chairman.  More  or  less. 

Mr.  Davis.  Yes,  sir. 

The  Chairman.  So  that  there  would  be  no  new  litigatioD  to  be 
introduced. 

Mr.  Davis.  Yes,  sir. 

The  Chaibman.  I  have  noibing  more  to  aak. 
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Mr.  Davis.  There  is  another  serious  question  of  administration- 


Senator  Smoot.  Senator  Penrose,  we  will  be  operating  under  a 
ystem  in  which  we  can  not  put  a  penalty  high  enough  to  take  care 
)f  the  difference  in  the  exchange  value  of  foreign  moneys. 

The  Chairman.   Why  ? 

Senator  Smoot.  Because  you  can  not  do  it.  Three  hundred  per 
Lent  will  not  make  the  difference  between  the  gold  value  to-day  of  a 
mark  and  the  purchasing  value  of  a  mark  in  labor  and  goods  in 
Germany. 

Senator  Watson.  If  you  did,  the  American  people  would  mis- 
understand it  and  not  stand  for  it  at  all. 

Senator  La  Follette.  If  you  did,  they  would  understand  it. 

The  Chairman.  We  do  not  want  to  give  them  something  they  will 
not  understand. 

Senator  Smoot.  You  would  give  Austria  and  Poland  and  Germany 
and  that  class  of  countries  an  advantage  so  that  they  would  shut  out 
England  and  France  and  Belgium  and  Italy.  They  would  have  no 
chance  at  all  to  import  goods  here,  as  long  as  Germany  and  Austria 
and  Poland  could  make  the  goods. 

Senator  La  Follette.  You  would  give  those  countries  that  have 
been  destroyed  an  opportunity  to  rehabilitate  themselvei^  and  buy 
some  of  our  products. 
Senator  Smoot.  Germany  is  in  better  condition  than  any  country 

ID  the  world  to-day. 
Senator  La  Follette.  She  is  in  a  very  fortunate  position  in  one 

respect,  ahe  ia  not  maintaining  a  standing  army  or  building  a  navy, 

Uiereby  placing  an  extra  load  up<Mi  her  taxpayers. 
The  Chaibman.  I  simply  wanted  to  ask  tne  witness  what  he  could 

do  under  the  present  system. 
Mr.  Davib.  I  thkik  the  present  system  can  be  greatly  improved, 

but  I  do  not  think  that  this  is  a  practical  improvement. 

Senator  Dxlungoam.  Do  you  base  your  objection  to  the  proposi- 
tion in  this  bill  upon  the  amount  of  work  that  it  would  make  the 

^ppraisersy  or  the  difficulty } 


not 

beginning. 

up  the  commerce  in  the  United  States. 

Senator  Smoot.  There  will  be  a  great  deal  of  work  in  order  to  put 
it  into  op^ation.  Anybody  that  Imows  anything  about  the  customs 
s^ce  knows  that;  but  I  take  it  for  granted  that  if  it  is  decided  by 
this  conunittee  there  will  not  be  a  day  lost  in  the  Treasury  Depart- 
iQ«&t  m  getting  this  information,  so  that  bj  the  time  the  bill  is  in 
operation  the  greater  part  of  that  information  necessary  can  be  col- 
lected. It  certainly  can  be  collected  upon  the  ordinary  fines  of  goods 
«4t  come  into  this  coimtry,  the  value  of  which  everybody  knows,  not 
^^J  in  this  country,  but  foreign  countries,  and  which  perhaps 
<^ount  to  75  per  cent  of  all  the  importations.  I  recognize  the  fact 
that  whm  novelties  come  in  and  articles  that  would  be  hard  to  find  a 
comparison  for  with  goods  made  in  this  country,  it  would  take  some 
^^e,  and  perhi^)^  give  the  importer  some  little  trouble  to  get  hia 
goods  through  the  customs  service  in  a  proper  wav. 

Senator  McCumbbb.  Mr.  Davis,  if  you,  imder  tne  present  system, 
^oold  receive  20  boxes  of  seige  goods^  described  with  the  number  of 
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ounces  per  yard  of  each  kind,  and  you  should  open  two  boxes  and 
should  find  them  correct,  would  you  accept  the  other  18  as  heinz 
correct  ? 

Mr.  Davis.  Yes,  Senator. 

Senator  McCumber.  And  that  is  your  system,  examining  10  pei 
cent? 

Mr.  Davis.  Yes,  sir. 

Senator  McCumber.  Then  if  you  found  them  correct  and  re\\p<\ 
upon  them  as  to  the  price,  would  not  you  also  rely  upon  the  cont^^nt'- 
ot  the  invoice  of  the  other  18  boxes  as  to  the  character;  and  if  y(*u 
could  rely  upon  the  character  by  an  examination  of  10  per  cent,  whr 
would  it  be  difficult,  then,  to  apply  the  American  price  simply  to 
those  things  as  described  ? 

Mr.  Davis.  If  that  was  one  line  of  merchandise,  Senator,  say  K» 
cases  of  wool  goods,  wool  cloth  of  various  qualities,  undoubtedly  th»^ 
description  upon  the  invoice  could  be  relied  upon  for  the  otter  ^ 
cases;  but  if  tne  American  prices  were  known  for  those  various  clothe, 
those  prices  could  be  set  down  upon  the  invoices.  For  instance,  Wf 
have  invoices  coming  in,  combination  invoices,  and  there  will  ht 
almost  everything  under  the  sun  in  those  cases — all  kinds  of  mer- 
cliandise,  china  in  one  case,  woodenware,  perhaps,  in  another,  toy* 
in  another,  cutlery  in  another  for  the  large  department  stores.  The 
examiners  do  check  the  values  of  the  cases  that  do  not  come  in  with 
their  records  of  American  value.  They  do  do  that,  and  in  many, 
many  instances,  where  they  are  in  doubt,  they  order  in  cases  for 
examination.  I  am  speaking  of  the  more  or  less  miscellaneous  ship- 
ments. On  straight  lines  of  merchandise  you  can  depend  upon  tn<» 
invoice  description  for  the  balance  that  does  not  come  in. 

Senator  McCumber.  If  you  have  the  correct  description  even  of 
the  miscellaneous  goods  in  the  other  18  cases  and  you  could  rely  upon 
that  by  a  description  of  two  cases,  it  would  seem  to  me  that  you  could 
apply  the  American  valuation  with  no  more  trouble  now  than  you 
ascertain  whether  the  foreign  valuation  is  correct. 

Mr.  DA\as.  That  question  would  be  litigated,  because  the  courts 
have  now  held  that  j'ou  can  not  appraise  merchandise  that  you  do 
not  see. 

Senator  Smoot.  But  you  are  doing  it. 

Mr.  Davis.  No,  because  if  we  raise  the  value.  Senator,  if  we  bring 
in  the  goods  and  men^ly  approve  the  invoice  value,  there  is  no  conte&l 
or  appeal. 

Senator  MK^vmber.  You  simply  approve  the  invoice  character  of 
tlie  gooiis  —    - 

Mr.  Davis.  And  set  down  entirely  new  values.  At  the  b«inning 
of  the  law  and  for  some  time  to  come  probably  every  one  <rf  those 
values  would  be  litigateil.  They  would  be  attacked  by  the  im- 
porters, or,  on  the  other  hand.  perhaT>s  bv  the  American  mannfacturen* 
under  the  other  feature  of  the  hill,  ^^  the  appraisers,  to  protect 
themselves,  would  have  to  have  s?\mplt^  of  ti.e  merchandise. 

There  is  another  feature  that  is  worthy  of  attention.  We  have 
to-day  over  one  hundnxi  and  thirty  millions  of  dollars'  worth  of 
merchandise  ci^ming  in  through  the  mails,  pan^el  post. 

Senator  Diluxuh  vm.  Annually,  you  moan  ? 

Mr.  Davis.  Yes,  sir. 

The  Cw  tiitv » V.  Through  the  mails  f 
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Mr.  Davis.  Yes,  sir,  by  parcel  post — over  a  hundred  and  thirty 
lillion  dollars'  worth  of  merchandise.  It  is  becoming  a  very  serious 
luestion.  Most  of  this  merchandise  is  examined  in  me  post  offices, 
ihe  examiners  that  examine  these  parcel-post  shipments  have  to 
lepend  in  a  great  measure  upon  the  declarations  of  the  values  that 
iccompany  the  merchandise,  and  experience  has  shown  us  that  those 
leclarations  as  a  rule  represent  foreign  market  value  or  more,  and 
wrherever  the  examiners  suspect  that  the  value  is  too  low — and  thev 
tiave  a  splendid  sense  of  values — they  get  the  importer  of  the  parcel- 
post  package  and  get  his  private  invoice  to  see  what  he  has  paid  for 
the  merchandise.  The  private  invoice  would  be  worthless  to  the 
aporaiser  under  this  system.  The  declaration  would  be  worthless 
to  nim. 

Senator  Smoot.  How  does  he  arrive  at  the  foreign  value  ?    Is  it 
not  by  finding  out  the  value  of  the  goods  that  the  .^nerican  store  is 
selling? 
Mr.  Davis.  No,  sir. 
Senator  Smoot.  How  does  he  get  it  ? 

Mr.  Davis.  He  has  a  system  of  records.  He  is  constantly  in 
touch  with  the  particular  expert  in  the  appraiser  stores  that  examine 
the  particular  Ime  that  comes  in  regulai'ly.  He  has  his  records  of  the 
foreign  value,  but  that  does  not  cover  all  the  merchandise.  For  a 
great  percentage  of  it  he  trusts  to  his  sense  and  the  truth  of  the 
declaration. 
That  is  a  serious  situation. 

Senator  Smoot.  Take  fourth-class,  third-class  and  second-class 
postmasters.  They  know  very  little  about  the  value  of  goods  in  a 
loreign  country. 

Mr.  Davis.  Thev  do  not  do  the  a|)prai8ing.  We  have  our  own 
men  to  do  the  work. 

The  Chairman.  You  have  mentioned  an  importation  of  great 
magnitude.  I  suppose  the  average  value  of  these  parcels  is  com- 
paratively small,  18  it  not  ? 

Mr.  Davis.  Aa  compared  with  the  freight  shipments  they  are 
comparatively  smaU. 

The  CHAiBBfAN.  It  must  make  the  expense  of  collecting  the  duty 
yery  considerable,  I  should  think. 
Mr.  Havis.  The  expense  for  parcel-post  examinations  is  heavy. 
T\ieCHATRMAN.  Almost  out  ol  proportion  to  anythii^  the  Govern* 
menl  gets  out  of  it,  I  would  imagme. 

Senator  La  Follette.  You  stated  the  value  at  about  a  hundred 
and  thirty  million  dollars  annually,  did  you  not  ? 
Mr.  Davis.  Yes,  sir. 

The  Chaieman.  How  would  those  parcels  run  in  average  value  ? 
ifr.  Davis.  I  do  not  know. 

The  Chairman.  Take  the  average  of  the  whole  aggregation.     Have 
you  any  idea  what  it  would  average — $5  or  $1  or  $10,  or  what  ? 
Mr.  Davis.  Diamonds  come  in  me  mails. 

S^Mitor  Watson.  How  much  revenue  did  you  get  from  them  last 
yew  and  what  did  it  cost  to  collect  it  ? 
^«  Davis.  I  have  not  the  figures  on  that. 

The  Chaibman.  You  mean  the  shipments  are  of  a  commercial 
character  that  are  sent  through  the  post  ? 
^'  Davis.  Yes,  sir. 
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The  Chairman.  I  did  not  know  whetJier  they  were  what  you  might 
call  of  a  social  character,  that  is,  some  article  sent  to  a  fri«c»d. 

Mr.  Davis.  No,  sir;  I  am  not  taking  into  account  the  tremendoi»l 
amount  of  ordinary  and  registered  mail  that  we  also  get.     All  dfl 
that  would  have  to  be  appraised  on  the  American  valuation  pUs- 
But  they  are  very  small  shipments  and  comparatively  of  small  valw. 

Another  difficulty  would  oe  in  the  passengers'  baggage  all  over  th# 
United  States,  amounting  to  many  millions  of  dollars,  with  thousands 
of  small  shipments  coming  over  our  northern  and  southern  borders. 
That  class  of  merchandise  is  not  handled  by  experts.  We  oould  nol 
have  enough  experts  in  the  country  to  stretch  all  along  our  northern 
and  southern  borders. 

Senator  Smoot.  They  take  their  word  for  the  values  ? 

Mr.  Davis.  To  a  certain  extent  they  do.    Since  we  have 
the  C  V.  R.  Bureau  they  are  checked  up.     Before  that  there  was 
absolutely  no  check  on  that  class  of  mercnandise. 

Domestic  comparability  I  think  is  extremely  difficult  to  define,  but 
if  it  were  clearly  defined  I  think  it  is  more  difficult  to  praciicaily 
apply.  To  value  one  article  from  the  price  of  another,  the  articles. 
in  my  opinion,  must  be  identical.  If  they  vary  in  size,  material  or 
structure  the  comparison  ceases  for  value  purposes,  unless  sufficient 
elements  of  cost  of  production  in  widely  dissimilar  markets  are 
analvKeil  so  that  adjustments  in  value  can  be  intelligenUy  made. 

Sonator  Smoot.  IIow  do  you  do  it  with  foreign  importations  f 

Mr.  Davis.  We  do  not  have  to  compare  them^  sir. 

Senator  SmiK)T.  You  liave  to  compare  them  in  order  to  arriTe  at  n 
value  i 

Mr.  Davis.  We  do  not  have  to  compare  them  with  somethiiig  <4se. 
We  have  to  find  out  the  facts,  what  they  sold  for  in  the  open  market. 
Occasionally  we  do  compare  an  imported  article  with  a  similar  im- 
pt>rted  article,  imported  by  somelKKly  else.  It  has  got  to  be  the  same 
thing.  Appraiaing  officers  in  general  have  neither  the  time  nor  tbf 
ability  for  these  comparisons,  and  if  they  did,  probaUy  each  ap- 
prHiscment  wouUt  be  htigated  every  st-ep  of  the  way. 

l^^t  me  give  you  one  example. 

In  one  caae  t-lW  exiuniner  had  an  imported  Japanese  dolL  He  tried 
to  tind  out  if  there  was  a  <loll  made  in  the  Ajnencan  market  com- 
parable  and  ct>m)XMitivo.  He  ftmnd  one.  If  you  should  lay  the  twu 
dt>lls  side  by  side  it  would  be  ditKcult  to  tell  one  from  the  otlier.  They 
won^  both  nuulo  of  ooUuloid.  [n^ey  were  U>th  of  the  same  siae.  Tbey 
both  had  ti\e  same  ;«t  vie  of  hair  and  the  sanie  stvle  of  features.  The 
American  mHdo  artioU^  sells  ft^r  $:V2  a  dozen.  The  imported  artide 
sells  for  $22  a  do?,tM\.  TI\o  chances  are  that  the  exaiainer  would 
ap(>lv  $;^2  to  t\\%^  $2J  article.  A  close  inspection  was  made  of  the 
article,  with  this  n^^uU,  th«t  the  American-made  article  weighed 
nearl\  twice  a#  much  «s  the  foivign  made  article.  In  other  words 
the  ocHuhMd  in  the  foil^iijn  article  was  very,  very  thin,  while  the 
celluloid  in  tl\c  Americ«n-i«ade  article  was  much  thicker.  That 
UH>koil  like  an  ideal  «^Mnpan>«^n.  In  tindins:  comparable  merohandi^ 
you  an^  g^^ng  to  run  \\\\o  that  kuul  of  ttuns;  tdl  the  time. 

S<niator  Smih^t.  You  can  take  a  pie*v  trf  li-imnce cloth  and  a  pieee 
of  14-ounce  cUth  and  Uv  (hem  up<in  this  table,  and  1  defy  any  man 
living  to  toll  how  much  diilcnence  there  is  betwiy«ii  the  nro  iMmsef 
cloth.  You  ^^>uld  nol  lt>ok  at  them  and  s*>e  the  diSerence:  you  havo 
cot  to  weiirh  them. 
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Mr.  Davis.  Nor  can  you  appraise  12-ounce  cloth  as  against  14- 
>iinoe  cloth  unless  you  take  into  consideration  the  finish  and  weijrht. 
Senator  Smoot.  It  may  be  finished  in  exactly  the  same  way.  They 
may  have  exactly  the  same  cloth;  they  may  have  the  same  pick,  the 
*ame  number  of  threads  in  the  warp,  but  there  will  be  that  differ- 
.*nce  in  the  spinning  of  it.  That  is  what  makes  the  difference  as 
oetwoen  the  12-ounce  cloth  and  the  14-ounce  cloth.  You  have  got 
to  weigh  it  at  the  time. 

Mr.  Davis.  But  you  could  not  appraise  that  doll  on  the  value  of 
the  imported  article  ? 
Senator  Smoot.  Certainly. 
Mr.  Davis.  Well,  how  could  you  do  it? 
Senator  Smoot.  They  are  not  comparable  in  that  one  is  heavier 

than  the  other,  but 

Mr.  Davis.  You  could  not  use  the  value  of  the  American  article 
and  apply  it  to  the  imported  article. 
Senator  Smoot.  No. 

Mr.  Davis.  Then  your  comparison  ceases. 
Senator  Smoot.  If  the  weights  were  the  same  ? 
Mr.  Davis.  You  would  have  to  go  to  Japan  to  get  the  cost  of  the 
doll. 

Senator  Smoot.  You  could  go  to  the  manufacturer  in  America 
and  ask  what  a  doll  of  that  kind  would  cost,  just  the  same  as  a  cloth 
manufacturer  can  tell  you  what  is  the  difference  -between  these 
different  pieces  of  cloth. 
Mr.  Davis.  That  might  be  done,  but  who  has  the  time  to  do  it? 
Senator  Smoot.  I  do  not  know  about  the  doll,  but  I  know  you  can 
get  information  in  a  few  hours  with  reference  to  the  cloth. 

Mr.  Davis.  The  gentleman  who  has  the  doll  may  have  a  thousand 
other  articles  on  the  same  day. 

Senator  Smoot.  Of  course,  it  will  take  time.     This  can  not  be 
done  in  15  minutes.     We  all  loiow  that. 
Mr.  Davis.  I  am  pointing  out  the  administrative  difficulties. 
Senator  Smoot.  What  you  say  is  true.     It  has  to  be  met. 
Mr.  Davis.  I  think  it  is  true. 

The  instances  where  you  are  going  to  find  comparable  articles 
are  going  to  be  few,  except  as  to  some  articles  and  raw  materials. 
As  to  raw  materials  that  take  the  ad  valorem  duty,  if  we  have  such 
a  thing,  or  there  is  such  material  in  the  United  States,  I  think  that 
can  be  readily  located  and  a  price  readily  set. 

Senator  Watson.  Did  you  appear  before  the  Ways  and  Means 
Committee  of  the  House  ? 
Mr.  Davis.  Not  on  this  bill. 

Senator  Watson.  You  did  not  appear  to  answer  questions  on 
tlu^^  particular  bill  ? 
Mr.  Davis.  No,  sir. 

Senator  Watsox.  You  were  not  examined  on  this  question  by 
that  committee  ? 

Mr.  Davis.  No,  sir. 
.  Appraising  at  full  domestic  valuation  reouires  a  material  reduction 
in  rates,  based  for  many  years  past  on  foreign  marjcet  values,  to 
^cape  makinc  such  rates  prohibitory.  Unless  these  rates  are  care- 
fully analyeecT,  they  may  oecome  prohibitory.  It  is  not  seen  how 
this  can  he  fairly  done  unless  American  prices  and  foreign  prices  are 
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known  and  compared  and  rates  adjusted  according  to  the  difference 
between  them.  ^  ' 

The  appraiser  at  New  York  has  furnished  data,  consisting  of  some 
fifty  articles  of  importance  as  closely  comparable  to  domestic  articles 
as  ne  could  find,  snowing  the  American  selling  prices  of  the  imported 
and  domestic  articles.  In  other  words,  we  have  some  forty  or  fiftv 
miscellaneous  items,  taken  at  random,  with  this  result.  He  hta 
endeavored  to  find  comparable  domestic  articles,  and  he  reports  that, 
in  his  opinion,  thev  are  comparable  for  him  to  properly  appraise  them. 

The  first  article  is  cotton  embroidery  from  Switzerland.  Tbf 
imported  article  is  worth  9  cents;  the  American  article  sells  for  8."» 
cents  per  yard.  The  rate  under  the  act  of  1909  was  60  per  cent; 
under  this  act  it  is  60  per  cent,  and  imder  the  new  bill  it  will  be  37.r> 
per  cent.  The  amount  of  duty  that  would  have  been  collected  under 
the  Payne-Aldrich  act  on  the  same  valuation  would  have  been  2..*« 
cents;  at  the  same  valuation  under  the  1913  act  it  would  have  been 
2.5  cents,  and  under  the  new  bill  carrying  37.5  per  cent,  at  the 
domestic  price  the  duty  would  be  3.1  cents.  Consequently,  the  rate 
which  has  been  reduced  from  60  per  cent  to  37.5  per  cent,  is  not  a 
reduction  but  an  increase  of  24  per  cent. 

Senator  Smoot.  That  may  be  true. 

Mr.  Davis.  In  going  through  this  list,  I  find  these  irregulariti«5 
and  inequalities  that  come  about  through  an  attempt  to  set  up  rates 
under  this  mathematical  formula  which  has  been  given. 

Senator  Smoot.  Will  you  give  me  those  fijgures  again  ? 

Mr.  Davis.  Nine  cents  a  yard  was  the  Switzerland  price. 

Senator  Smoot.  The  American  price  was  what  ? 

Mr.  Davis.  Eight  and  five-tenths  cents  per  yard. 

Senator  Smoot.  And  what  is  the  rate  imder  this  bill  ? 

Mr.  Davis.  Thirty-seven  and  five-tenths  per  cent.  The  rate  under 
the  old  bill  was  60  per  cent. 

Senator  Smoot.  Then  you  say  that  under  the  Payne-Aldrich  bill 
it  was  what  ? 

Mr.  Davis.  Sixty  per  cent. 

Senator  Smoot.  i  es;  I  know  that  it  was  60  per  cent,  but  I  mean 
the  amount  of  money  ? 

Mr.  Davis.  Two  and  one-half  cents  a  yard. 

Senator  Smoot.  The  Underwood  bill  was  60  per  cent  t 

Mr.  Davis.  Sixty  per  cent,  bringing  the  same  amount — 2.5  cent5. 

Now,  I  find  in  analyzing  these  prices  that  the  rates  are  increased 
as  high  as  1,115  per  cent;  that  is,  under  the  act  of  1909  by  applying 
this  mathematical  formula  to  these  prices  you  will  increase  the  fate? 
as  much  as  1,115  per  cent — some  of  them." 

Senator  Smoot.  On  the  Swiss  valuation  of  9  cents,  how  do  you 
make  2.5  cents  ?     It  is  really  5.4  cents. 

Mr.  Davis.  That  may  be  true,  Senator  Smoot. 

Senator  Smoot.  I  know  it  is  true. 

Mr.  Davis.  Certainly  that  is  true.  I  have  taken  these  figures  ju'^f 
as  they  gave  them  to  me. 

Senator  Smoot.  Then  they  gave  you  the  wTong  figures. 

Mr.  Davis.  They  have  made  a  mistake.     That  is  true. 

Senator  Smoot.  There  may  be  something  else  included. 

Mr.  Davis.  Oh,  I  see  what  has  occurred.  Mv  attention  has  jus^t 
been  called  to  it.  This  is  the  selling  price  of  tne  American  article- 
The  60  per  cent  was  taken  on  the  foreign  value  under  the  old  act. 
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Senator  Watson.  Just  explain  what  you  mean. 
Mr.  Davis.  The  amount  of  dutv  was  2,5  cents  per  yard.    The  60 
er  cent  was  60  per  cent  of  the  foreign  value  of  the  article  at  that 
ime. 

Senator  Smoot.  If  it  were  2.5  per  cent  on  that,  it  would  be  less 
ban  4  cents  a  yard. 

Mr.  Davxs.  xou  mean  that  you  take  the 

Senator  Smoot.  On  the  foreign  value.    That  would  be  2.40;  60 
>eT  cent  of  4  cents  is  2.40. 
Mr.  Davis.  Yes. 

Senator  Smoot.  So  it  would  be  4  cents  a  yard. 
Mr,  Davis.  Yes. 

Senator  Smoot.  Did  that  sell  for  9  cents  t 
Mr.  Davis.  Nine  cents. 
Senator  Smoot.  There  is  no  profit. 

Mr.  Davis.  You  have  almost  got  to  double  the  value  of  the  foreign 
article  on  account  of  the  dutv,  and  so  on. 

Senator  Smoot.  This  article  sells  for 

Mr.  Davis.  At  the  present  time  for  8.5. 

Senator  Smoot.  But  I  do  not  want  the  present  time. 

Mr.  Davis.  Of  course,  imder  the  act  of  1909  it  was  lower. 

Senator  Smoot.  What  was  the  selling  price  of  this  same  lace  under 
the  Pajne-Aldrich  bill  ? 

Mr.  Davis.  I  do  not  know. 

Senator  Smoot.  It  was  not  8.5  cents  t 

Mr.  Davis.  No;  it  was  less. 

Senator  Smoot.  More  than  likely  it  was  about  4  cents. 

Mr.  Davis.  It  may  have  been. 

Senator  Smoot.  It  would  be  37.5  per  cent  on  that  instead  of  37.5 
as  you  have  it  now. 

Mr.  Davis.  But  wait  a  minute.  The  market  value  would  have 
been  lower  at  that  time,  too. 

Senator  Smoot.  Yes;  but  you  are  attempting  now  to  compare  it 
one  way,  and  you  are  brii^ng  it  up  to  these  pnces — that  is,  to-day's 
prices — ^high  wholesale  prices.     That  is  not  fair. 

Mr.  Davis.  I  think  the  relationship  is  the  same. 

Senator  Smoot.  If  the  relationship  is  the  same,  then,  of  course, 
it  ought  to  be  60  per  cent  of  9  cents.  You  have  got  to  work  it  both 
ways;  you  have  got  to  do  it  in  each  case  just  alike. 

Mr.  Davis.  Of  course,  it  would  be  impossible  to  go  back  and  get 
^e  prices  in  1909.  I  have  assumed  that  the  relationship,  as  it 
relates  to  the  article,  has  been  the  same,  and  I  think  it  is.  The 
foreign  price  was  lower  at  that  time. 

Senator  Smoot.  Then  it  would  not  be  applied  because  in  one  case 
it  would  be  37.5  per  cent  under  this  bill  and  the  other  way  it  would  be 
^0  per  cent. 

ifr.  Davis.  But  it  would  not  make  a  great  difference  in  the  equiv- 
alent. 

Senator  Smoot.  It  would  make  no  great  difference  wherever  the 
foreign  price  is  greater  than  the  American  price,  but  the  principle  is 
this,  that  if  the  American  price  is  higher  than  the  foreign  price  then, 
?f  course^  with  the  old  rate  named  m  the  bill  it  would  result  in  an 
increase  m  the  duty.  There  is  no  doubt  about  that.  Nobody  is 
denying  that  at  all. 
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Mr.  Dayis.  But  I  thought  the  effort  was  to  eet  the  redaoed  r»te| 
to  the  same  equivalent,  and  the  higher  rate  oi  1909 

Senator  Smoot.  It  will  be  a  lower  rate. 

Mr.  Davis.  It  will  be  lower. 

Senator  Smoot.  There  is  no  doubt  about  that.  No  one  in  favi^r 
of  the  American  valuation  plan  will  sav  that. 

Mr.  Davis.  My  purpose  in  showing  the  figures  was  to  d«nonstm« 
the  ineouahties  that  will  come  up  and  to  show  that  the  vahmtioQi 
under  this  mathematical  formula  will  make  a  great  many  articles 
prohibitory. 

Senator  Smoot.  If  we  use  the  same  old  ad  valorem  rate. 

Mr.  Davis.  Yes;  if  we  use  the  same  old  ad  valorem  rate. 

Senator  Smoot.  That  is  true. 

Senator  La  Follette.  You  mean  the  ad  valorem  rate  fixed  m 
this  bill,  do  you  not? 

Mr.  Davis.  Yes.  How  can  rates  be  adjusted  to  fit  the  true  con- 
ditions ? 

Senator  Smoot.  On  the  other  hand,  you  could  not  put  the  rate  in 
here  high  enough  to  protect  certain  manufactured  goods  here  against 
a  1.3  per  cent  market. 

Mr.  Davis.  I  think  the  gold  value  of  the  mark  has  gone  up,  but  r. 
lakes  a  great  many  more  marks  to  buy  the  articles. 

Senator  Smoot.  Every  gold  mark  they  give  they  get  three  tiroes 
the  amount  of  labor  for. 

Mr.  Davis.  True.  The  figures  show  that  the  gold  value  of  tht 
German  article  had  gone  away  up,  but  the  other  value  had  gont- 
up 

Senator  Smoot.  The  exportation  value,  you  mean  ? 

Mr.  Davis.  And  the  home  value. 

Senator  Smoot.  But  not  as  much.  If  they  want  to  cut  the 
exportation  value,  they  can  take  the  trade.  There  is  no  doubt 
about  that. 

Senator  La  Follette.  Gro  ahead,  Mr.  Davis,  and  give  us  ih^* 
figures  you  have  there.     We  want  them  in  the  record. 

Mr.  Davis.  I  would  like  to  put  them  in. 

I  agree  with  you.  Senator  Smt>ot,  that  In  order  to  get  an  accurat*^ 
comparison  you  would  have  to  get  the  prices  of  1909,  but  the  purpo^' 
of  the  figures  is  to  show  the  tremendous  inequalities  that  will  crop  up- 

Senator  Smoot.  I  know  that. 

The  C^hairmax.  What  is  the  highest  rate  you  figure  in  the  present 
bill,  the  bill  before  this  committee,  under  the  svstcm  of  valuation 
that  has  been  adopted  i 

Mr.  Davis,  Here,  for  istance,  is  an  imitation  pearl  necklace 
The  equivalent,  applying  the  same  valuation  to  the  1909  act,  make* 
it  700  per  cent  higher. 

Senator  McIYmber.  Ia^I  me  stv  if  I  understand  you.  You  have 
taken,  however,  the  ct>st  of  that  pearl  necklace  in  1909 — the  forei^ 
value  I 

Mr.  Davis.  No,  sir;  I  have  taken  the  value  to-day. 

S€4iator  McCrMBKR,  You  have  taken  the  value  lo-day  I 

Mr.  Davis.  Yes. 

Senator  Mci^TtBRR.  .\nd  you  hare  ci>mpared  it,  then  t 

Mr.  Davis.  And  appliwl  the  1909  rate  to  that  value  to-day  t<* 
.^f-   "'.t.w  mu***^  *<i»fv'  it  gives  us.     I  have  applied  the  new  rate  to  lii<* 


TABIFF — ^AMEBIGAlff  VALtJATIOirg.  l08 

ame  vfdue  to  see  what  the  result  will  be  and  hare' com]f>afed  the 
wo. 
Senator  Watson.  What  are  your  conclusions? 
Mr.  Davis.  My  coticlusion  is  that  the  system  employed  to  red-Ace 
:he  rate  is  not  going  to  fit  the  conditions. 
Senator  Smoot.  In  some  cases  t 
Mr.  Davis.  In  the  majority  of  cases,  Senator. 
Senator  Smoot.  I  thiiik  *' majority"  will  be  right.     I  think  t^hejr 
have  got  to,  as  long  as  the  exchange  exists  as  it  does  m  foreign  c6titttriea 
to-day.     I  said  yesterday  and  I  say  now  that  the  tariff  which  we 
pass  to-day  is  not  going  to  stay  on  the  statute  books' if  the  conditions 
of  exchange  in  the  foreign  countries  are  improved  within  the  next 
three  or  four  yearsi     There  will  be  an  amfenoment  to  this  bill  if  the 
American  valuation  goes  into  effect. 

Mr.  Davts.  How  wiD  the  application  of  the  American  selling  prices 
affect  the  exchange  proposition  ? 

Senator  Smoot.  Well,  because  wherever  the  "exchange  is  low  it 
will  work  in  this  way.  For  instance,  Austria,  Poland,  and  any  of 
the  Czecho-Slavic  nations  can  make  goods  cheaper  than  it  would  be 
possible  to  if  their  market  and  their  money  were  on  a  parity  with  pur 
money,  or  if  there  were  no  greater  difference  than  tnere  was  undet 
the  Payne- Aldrich  bill.  The  country  that  has  a  low  value  of  money 
or  has  cheap  money  can  make  goods  more  cheaply  than  the  country 
that  has  money  worth  100  cents  on  the  dollar,  as  we  have. 
Mr.  Davis.  Yes;  but  the  low  costs  would  be  there  just  the  same. 
Senator  Smoot.  No;  thev  would  not. 

ilr.  Davis.  That  is,  to  l>uy  the  goods  a  man  would  buy  at  the 
same  price. 

Senator  Smoot.  We  will  take  Germany  as  an  example.    When  the 
German  mark  was  24  cents,  it  was  24  cents  in  gold. 
Mr.  Davis.  Yes. 

Senator  Smoot.  They  could  not  purchase  any  more  labor  in  Ger^ 
manv  with  a  mark  then  than  they  could  with  24  cents  in  gold. 
To-day  they  can  purchase  more  than  three  times  as  much  with  gold 
as  a  mark  will  bring  in. 
Mr.  Da\^8.  In  Germany  ? 

Senator  Smoot.  Yes.     And  in  Poland  it  is  just  as  bad. 
Mr.  Davis.  But  appraising  the  American  sellmg  price  will  not 
alter  that? 

Senator  Smoot.  Yes;  because  the  goods  are  to  be  solfl  in  this 
country. 
Mr.  Davis.  That  is  true. 

Senator  Smoot.  The  other  way  it  would  be  the  value  in  a  foreign 
country. 

Mr.  1)avi8.  But  if  these  German  goods  are  the  same  character  of 
&^d3  as  goods  coming  from  England  or  some  other  country,  you  may 
snut  off  goods  coming  from  England  or  some  other  country. 
Senator  Smoot.  Yes;  that  is  what  vou  will  do. 
Mr.  Davis.  Then,  you  are  giving  the  German  a  wider  field  and  he 
^aiv  9tAnd  high^  prices. 

.  Senator  Smoot.  And  then  you  let  England  in.    He  will  always  be 
*^  a  position  to  cut  the  market. 

Mr.  Davis.  Yes;  but  I  think  he  will  be  in  the  same  position  under 
^ne  American  price  plan  because  the  difference  would  not  bring  him 
^P  to  the  American  price. 
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Senator  Smoot.  But  it  will  help. 

Mr.  Davis.  Yes,  it  will  help;  but  it  will  raise  the  others,  too. 

Now,  the  second  method  of  appraisement  is  this:  If  the  do: 
value  can  not  be  found  to  the  satisfaction  of  the  appraiser^  he 
finds  the  value  of  the  imported  articles  for  sale.    I  will  admit  thtt, 
do  not  understand  this  paragraph  in  regard  to  that. 

Senator  Smoot.  That  is  section  402. 

Mr.  Davis.  Yes.    It  is  to  the  ejBFect  that  when  such  value  can; 
be  ascertained  to  the  satisfaction  of  the  appraiser  it  ma^  be 
tained  by  taking  the  value  of  the  imported  merchandise  on 
date  for  sale,  whether  or  not  there  shall  be  an  actual  sale, 
means  to  me  that  if  there  is  an  actual  sale  that  the  sales  price 
be  taken  irrespective  of  what  the  balance  of  the  paragraph  mi 
Now,  if  there  is  not  an  actual  sale,  but  there  is  an  oner  lor  sale,  ' 
offer  would  be  taken,  irrespective  of  what  the  balance  of  the 
graph  says. 

Senator  Smoot.  That  is,  whatever  the  article  was  that  was  off 
for  sale  at  that  time  or  on  that  date,  in  case  there  was  no  sale,  tlMt 
that  should  be  the  price. 

Mr.  Davis.  But  according  to  the  reading  of  the  paragraph  thif 
price  should  not  be  the  accepted  valuation  until  after  he  nad  bonM 
m  mind  the  legislative  intent  of  the  Congress  and  reached  its  iiir 
value. 

If  that  value  for  the  sale,  in  iiis  opinion,  is  not  a  fair  one^ — and  jurt 
what  a  fair  value  is  I  do  not  know — he  would  not  necessarily  have  to 
take  it  under  this  paragraph.  Then  he  is  allowed  to  do  almost  any- 
thing. It  says  he  shall  take  into  consideration,  among  ot^er  matr 
ters,  the  seUing  price  of  the  domestic  article.  Well,  n  he  has  tto 
selling  price  of  the  domestic  article,  he  goes  back  to  the  first  method 
and  takes  that,  or  he  takes  into  consioeration  the  material  content 
of  the  domestic  price,  and  he  considers  that,  or  he  takes  the  fordfl^ 
market  value,  and  he  either  adds  expenses  or  costs  and  duties,  or  ho 
does  not  add  them,  just  as  he  pleases.  I  think  you  cut  out  a  tro* 
mendous  job  for  the  appraiser. 

Senator  Smoot.  There  are  few  articles  that  fall  within  this  daaS- 

Mi\  Davis.  I  think  there  arc  a  great  many.  There  are  enough  to 
make  it  troublesome. 

Senator  Smoot.  There  are  not  so  many  articles,  I  think. 

Mr.  Davis.  If  the  appraiser  should  take  the  sale  price  of  the  im-^ 
ported  afticle,  the  tendency  would  be,  provided  he  takes  it  gross,  tCF 
drive  every  American  wholesaler  and  everv  American  jobber  out  of 
business,  because  that  would  enable  the  foreign  agent,  the  foreign- 
manufacturer,  to  come  into  the  United  States  and  make  his  own  sdi- 
ing  price  and  sell  direct  in  the  United  States,  because  his  overhead 
for  tlie  agent  or  liis  overhead  for  the  branch  house  engaged  in  delUng 
only  one  line  would  be  very  mu(?h  less  than  the  overhead  of  the 
American  wholesaler,  so  that,  I  repeat,  the  tendency  w^ould  be  to 
drive  out  the  American  wholesaler  and  bring  in  the  foreign  agent  or 
the  brancli  house. 

Senator  Smoot.  The  foreign  manufacturer,  if  he  undertook  to  do 
that,  would  find  that  those  are  all  the  goods  that  he  can  sell  in  this 
country.  No  merchant  in  the  United  States  would  buy  of  him  if  he 
undertook  to  sell  goods  in  this  country. 

Mr.  Davis.  But  it  is  done  widely  to-day. 
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Senator  Smoot..  Not  to  the  retailer. 
Mr.  Davis.  OH,  yea;  to  the  f etttUef.  •    ' 

Senator  Smoot.  Then  he  does  not  sell  to  anyhody  else. 
Mr.  Davis.  Plenty  of  agents  sell  to  the  retail  stores,  biit  (even  if 
e  sold  to  the  wholesaler,  that  would  prevent  houses  out  in  the  Mid* 
le  West  selling  to  their  wholesale  trade,  because  it  would  have  a 
endency  to  lower  that  import  price  and  would  enablef  Mm  to  pocket 
he  difference  in  the  duty,  as  the  duty  would  be  less. 
Senator  Smoot.  There  are  three  or  four  ways  of  arriving  at  the 
alue.    I  take  it  for  granted  that  the  Americ^  appraiser  would  be 
nterested  in  arriving  at  the  true  value  of  the  goods. 
Mr.  Davis.  The  only  value  to  be  used  would  be  the  sale  value. 
Senator  Smoot.  That  is  the  best  value  you  can  ppssibly  have. 
Mr.  Davis.  Yes,  that  is  the  sale  value  of  the  ageiit. 
Senator  Smoot.  That  would  be  exactly  the  same  in  any  case, 
rhat  would  be  the  sale  value  on  American  goods.    There  is  no  sale 
ralue  on  f oreim  goods. 

Mr.  Davis,  r^'ot  in  this  country.  I  think  it  would  have  that 
tendency. 

Senator  Smoot.  We  could  make  that  clearer  by  changing  the 
wording  in  such  a  way  that  there  would  be  no  question  about  it. 

The  Chairman.  I  want  to  endeavor  to  pursue  the  subject  with  an 
open  mind.  I  alh  merely  aeekmg  information.  I  recognize  fully 
the  difficulties  of  the  situation.  ,        ^ 

I  am  informed — and  I  make  the  incnnrv--that  there  is^  in  the 
pending  bill  a  duty  on  dried  egg  yolks  which  undertakes  an  increase 
ol  1,200  per  cent  over  the  duty  carried  in  the  Payne^Aldrich  bill. 
Do  vou  recall  whether  that  is  correct  or  not  ? 
ifr.  Davis.  Yes,  I  have  heard  the  facts  on  that. 
The  Chaibmak.  There  would  be  that  increase  ? 
Mr.  Davis.  The  market  value  to-day  is  16  cents  a  potmd,  and  the 
duty  under  the  present  bill  is  20  per  cent  ad  valorem,  making  3.2 
cents  duty.    The  rate  under  the  new  act  is  15  cents  a  pound,  as  com- 
pared with  the  duty  under  tins  act,  of  3.2  cents,  or  an  increase  of 
about  eleven  or  twelve  hundred  per  cent. 

Senator  La  Follette.  That  is,  if  you  applied  to  that  product 
today  the  Payhe-Aldrich  bill. 
Mr.  Davis.  No,  the  rate  under  this  new  bill. 
Senator  La  Follette.  I  imderstand,  but  I  say  you  Mi'ould  have 
Ac  difference  that  you  have  raentionefl  if  you  should  apply  the 
Pavne-Aldrich  bill  and  this  bill  to  the  values  of  to-day? 
Senator  Smoot.  It  is  less  than  500  per  cent. 
Mr.  Davis.  It  is  an  increase  of  11.8  over  3.2. 
Senator  Smoot.  The  diflPerence  is  four  hundred  and  some  per  cent. 
I  can  rive  it  to  you  exactly.    It  is  420  per  cent, 

Mr.  Davis.  I  think  that  the  present  system  can  be  greatly  im- 
proved. 

Senator  Smoot.  What  is  the  value  of  the  dried  egg  yolks  to-day  1 
ifr.  Davis.  Sixteen  cents  a  poimd;  I  am  informed.    That  is  the 
market  value. 
Senator  Smoot.    What  was  it  under  the  Aldrich  bill  ? 
Mr.  Davis.  I  do  not  know.  .  ;    .  ) 

Senator  Smoot.  That  would  tell  a  better  story. 
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Mr.  Davis.  That  would. 

Senator  Smoot.  But  the  rate  is  altogether  too  hi|^.' 

Mr.  Davis.  Yee. 

Senator  Sbioot.  But  you  would  have  to  have  the  rate  at  the 
of  the  bill  to  get  it  right* 

Mr.  Davis.  That  is,  compared  with  the  act  of  1913. 

Senator  Smoot.  That  is  the  Underwood  bill 

The  Chairman.  The  repjresentatives  of  an  industry  were  here 
other  day  seeking  a  provision  for  an  increase,  but  they  were  too ' 
I  do  not  imagine  for  a  moment  that  they  asked  for  such  an  ina 
as  this. 

Senator  SicooT.  The  dye  people  asked  for  a  greater  percenta(*e| 
than  this. 

Senator  La  Foixsttx.  You  iiave  more  data,  have  you,  Mr.  Davis  < 

Mr.  Davis*  I  have  suggestions  in  regard  to  changes  in  the  preset 
valuation  system. 

The  Chairman.  You  say  you  have  suggestions  as  to  the  correctioo 
of  the  present  svstem  ? 

Mr.  Davis,   i  es. 

The  Chauiman;  I  would  like  very  much  to  hear  them. 

Mr.  Davis.  I  think  aside  from  the  fact  that  merchandise  is  comiBg 
in  froia  some  countries  at  a  low  cost,  if  you  are  going  to  give  com- 
paxable  American  products  adequate  protection  ^against  ueselov- 
cost  countries,  you  will  have  to  get  a  rate  that  will  fit  the  conditioa 
and  will  Bpplv  to  this  country. 

Using  the  American  valuation  plan,  as <you  say,  thcgr  will  pay  more 
duty,  of  course.  Their  costs  wul  remain  the  same.  They  will  be 
relatively  higher,  but  everybody  else  from  other  foreign  countries  thil 
they  mi^ht  happen  to  be  competing  with  would  be  relatively  higher 
too,  so  uiat  the  relationship  woiild^  about  the  same. 

Now,  my  idea  is  to  have  the  American  manufacturer  come  forward 
with  his  domestic  products  and  prove  the  comparability  of  tlui 
product  and  the  imported  article  that  is  in  competition  with  it. 
In  other  words,  where  there  is  an  article  made  in  the  United  States 
absolutely  comparable  with  an  article  made  in  a  foreign  countrT— 
the  foreign  country  may  have  imitated  the  United  States  or  the 
I'nittni  htates  may  have  imitated  the  foreign  country — wherever 
that  can  be  shown,  I  think  that  we  can  appraise  the  imported  arti- 
cle— that  importtHi  article  and  no  other — ^at  the  domestic  price,  but 
not  Uie  gross,  and  tnke  out  of  the  domestic  price  the  rate  of  tba 
domestic  traasportalion,  the  bringing  of  the  merchandise  to  the 
Unittnl  Statcis,  and  a  reasonable  profit  and  expense,  not  to  exceed  $ 
and  8  per  cent.  Then  you  are  building  from  vour  American  selling 
price  of  the  donu^i^tic  article  a  prett}' lair  and  constructive  foreign 
market  value,  and  yiHi  c^n  apply  that  to  the  imported  articles  thkl 
are  lUrecU^*  ixmiparaUle  to  the  «uuerican-made  article.  In  instaDces 
where  the  mtert\;ttHl  party  ot>mes  for^-ard  to  some  one — and  I  ahouki 
prefer  (he  ^^cretary  vi  tl\o  l>i>ajiury  -and  proves  the  oomparabilitv. 
then  let  the  Seor«>tary  of  U\o  1Yi)asury  prtKlaim  this  article,  and  ail 
such  articles  ct>ming  fnnn  fonn^n  countries  shall  be  appraised  uQ 
those  articles*  As  u>  the  baUuuv,  wheiie  you  have  not  gpt  one  tbflt 
can  be  appraiseil,  appraise  it  at  the  foreign  market  value. 

Senator  La  Fou  j:tt£.  Aiui  increase  the  numbcar  of  Treasorr 
attach^. 
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bfr.  Daios.  Certainly,  increase  tke  number  of  attadi^s* 
Take  this  other  large  class  of  merchandise  that  comes  into  t^iis 
untiy  and  is  sold  in  the  United  States  by  the  agents  and  branch 
ruses,  with  foreign  markets  closed  to  the  American.  He  can  not 
\  to  the  market  and  buy.  That  class  of  merchandise  should  be 
ipraised  at  the  American  selling  |>rice  of  the  imported  article, 
hat  is  what  the  manufacture*  parts  with  the  merchandise  fc^. 
ow,  take  out  of  that  tlie  duty,  the  expense  of  bringing  it  to  our 
loresy  and  if  it  is  sold  on  our  snores,  not  more  than  6  per  cent.  If 
\e  agent  is  a  foreign  agent,  let  the  profit  be  8  and  8  per  cent.  Ap* 
raise  that  kind  of  merchandise  in  that  way.  In  that  way  jnou  will 
isure  getting  the  full  duty  cm  all  money  that  is  sent  back  to  that 
Dreign  manufacturer.    To-day  you  are  not  getting  it. 

That  would  be  my  sugeestioa  for  the  American  setiiDg  price  plan. 
oiat  is  certainly  practicable  from  an  administrative  standpoint  and 
t  would  give  the  J^merican  manufacturers  protection  on  the  ar- 
ticles. . 

Senator  Smoot.  You  woulci  have  under  that  plan  to  do  not  only 
everything  that  is  reouired  under  this  Iawr-*-seotion  402  of  this  bill — 
but  you  would  then  nave  to  go  further  and  deduct  the  freight,  the 
duty,  and  the  expense. 

Mr.  Davis.  That  is  very  simple. 

Senator  Smoot.  But  it  is  that  much  more  than  under  existing 
law. 

Mr.  Davis.  That  would  apply  only  to  a  small  proportion  ol  the 
imports. 

Senator  Smoot.  So  will  this  apply  to  a  relatively  small  propor^ 
tion. 

Mr.  Davis.  That  paragrii4>h  applies  to  everything  that  is  imported. 

Senator  Smoot.  That,  as  you  Imow,  applies  on  a  great  deal  of  the 
merchandise  imported  into  mis  coimtry. 

Mr.  Davis.  Yes;  but  under  mv  plan  we  have  given  the  importer 
something  to  stand  on.  There  is  solid  ground  here.  Find  the  fair 
value.    Keep   in   mind    the   legislative   intent   of   Congress.    Just 

what  does  toat  mean  ?    We  do  not  know  what  the  legislative  intent 

is. 

Senator  Smoot.  Your  suggestion,  I  think,  that  it  should  be  put 
in  the  form  stated,  would  oe  better  than  the  form  we  have  here. 

Mr.  Davis.  TTiat  is  what  I  think. 
,  Senator  Smoot.  That,  I  think,  is  true,  but  I  think  you  are  bringing 
wi  another  equation. 

The  Chairman.  If  the  committee  changes  this  valuation  and 
Mnends  the  bill  alon^  the  lines  you  suggest,  Mr.  Davis,  will  it  not 
reouire  a  rewriting  of  the  duties  rather  largely  ? 

Mr.  Davis.  Yes;  it  will  mean  going  back  to  the  former  basis. 

!JJ^ft  Chairman.  It  will  mean  rewriting  the  bill,  will  it  not  ? 

^'  Davis.  You  have  got  to  make  the  change  anyway. 

The  Chairman.  Woulmi't  that  delay  the  passage  materially  ?  ^ 

.  Mr*  Davis.  I  think,  Senator  Penrose,  you  would  have  to  do  it  in 
either  event.  I  think  you  will  have  to  rewrite  it  in  order  to  fit  the 
-^erican  selling  price  plan.' 

Tlie  Chairman.  Do  you  mean  to  rewrite  the  rates  ?    If  so,  how  ? 

^*  Davis.  Figure  them  out  on  an  actual  basis  and  not  on  a 
niathematical  formula. 
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The  CHAiRMAK.  You  mean  to  state  thai  they  are  not  proj 
described  in  the  bill  ? 

Mr.  Davis.  I  do  not  think  they  fit  actual  conditions. 

The  Chairi£AN.  Do  you  mean  to  say  that  we  will  have  to  go  o^ 
them  all  ? 

Mr.  Davis.  I  think  if  the  reduced  rate  is  applied  to  a  line  of  e] 
glasses,  for  instance,  you  would  have  to  know  tne  foreign  or  the 
can  price  to  find  out  what  the  rate  should  be. 

The  Chaibman.  You  do  not  mean  this  committee  would  have 
do  that;  you  mean  ^our  department? 

Mr.  Davis.  Yes,  sir. 

Senator  Smoot.  We  could  not  pass  on  this  until  we  got  thit] 
information.  .      •*  ' 

The  Chaibman.  Then  we  have  quite  a  large  task  ahead  of  as. 

Mr.  Dnvis.  I  think  you  have. 

The  Chaibmak.  Oh,  I  thought  we  would  get  through  pretty  soon. 

Have  you  anything  further  to  say  to  the  committee,  Mr.  Davis  9 

Mr.  Davis.  No,  sir. 

The  Chaibman.  The  committee  is  supposed  to  sit  until  5  o'clock. 
If  you  have  anything  further  to  state,  or  if  you  desire  to  submit  aor 
extension  of  your  remarks  so  that  they  may  be  incorporated  in  yofir 
statement,  you  may  do  so. 

Mr.  Davis.  I  would  like,  Mr.  CShairman,  to  submit  a  statoment  to 
you  in  regard  to  this  tabulation  of  comparable  prices  that  I  havv 
given. 

The  Chaibman.  We  would  like  to  have  it;  we  would  be  very  glad 
to  have  it. 

Mr.  Davis.  Then  I  wopld  like  to  insert  the  statement  at  this  poiat 

(The  statement  referred  to  is  as  follows:) 


r  VALUATIONS. 


10* 


iiii'iilwii 


iiii 


8  [88    18   8    S   aaS    8    S8 


i|;iM!}Milll!li|li: 

Hii  ill  iiii  i 


ill 


nnj\ 


,11 


ijlilijlliiiilil 


! 


ill 


ijjiJiliiiiiiiiiiMy 

III!  I  i  J  III  i  la  i  ii  iiiii  i&m 


iiii  i 


MiUim 


i  i :  i  J  1 1  i :  i  1   :-  I 
iiii      S  t  ; ; i      i|  1 

I  111  ifiJ 

1  rii  111 


210 


TARIFF — AMERICAN  VALUATIONS. 


3 

•a 
c 

■*■» 

OS 

06 


B 


9      § 


0  ^ 


"O-M 


e 

08 


$b- 


8    2|Sg.|sS8§  . 


CO 


t      t 


flsi     a     as     ess 
88    g    is    S8S 


CO  o 


9  S  43  "d 


®5        9        __         -i- 


S 


o     a 
c 


fe'^  S  S  s  ®  S  <=!  SoS-d 


50 


« 

«- 

4^ 

*» 

00 

CQ 

^^ 

C 

«^ 

C3 

c 

•c 

l-J 

e 

c: 

< 

9i 

r 

c 
c 

tr 

1 

Si 
c 

xi 


;t3 


I  ss 


s  is 


*      it  S  -'    • 


i 

O 


O 


88iE:iM 

M  ^  «  o  o 


e 

s 

p. 


35^ 


s 

o 


a 
8 


a  Q  C  a  s  A 
o  g>  o  5  v  o 

t)  S  o  i^  t>  M 

M  M  M  «  ii  a> 

Q>  O  9  &9  ^ 


8    2888 

^  P.OIA 


i 


3 

•d 


11     «^ 


9  0}  O 


9 


a 
s 


3 

c 

E 


C 

S      •»    -d  35 

o  '"       rt  •-  c  St 


»»  a;  sis  ssssi 


•v. 

o 

s 

6 


wci-<o 


I 


o 
a: 


I      s 


53  rt  - 

9  P  S 

S  »  9 

9  l-i  h 

ft®  «* 


& 


9 

Qt 


99     8  h     ^ 


er 


a 

9 

o  a 


o  a  9 

3  «0  Q  S      CO  «0 

->»»0  9*^  "i  •-< 

?:  C5  •-;  o  •-;  »o  «D 

HNCJ  Q  QC  (N  O  O 


CO 


a§ 


9  w  A  >-• 

|sls. 


9  H 

h*  9 

go. 


I 

I. 
3 


-  c  a 

a  9  » 

9   K  N 

5;  O  O 

^  t-  I- 

k<  O  O 

9  c  a. 


^. 


3^ 


?5 


i^ji  9  iM 
bay  Q.s> 

*-Seo  ^ 


a  a 
9  9 

SS 

9  9 
0.0. 

sa 

-^10 


c^ 


'SSmSs*   S   «»«»Sm   ss    •» 


o 
a 


3 
C 


a 
08 

•=  a, 


a 


fl?  ca^  fl^  c  o      S 


I— 


(/: 

"d 

a 
ea 


bC 

a 
&3 


iz  9  9  3    9  ■ 


a 

b« 

a 


liiiiiiii 


innnHn  mm 


iiliijji|pjijjji|!iifi 


iipill 

iiiiiii  m 

=  5  will  SSI  ill    Miiiltlh* 


iiMsiliir'' 

irTTTTTpil 


112  TARIFF — AMBBICAN  VALUATIONS. 

Mr.  Davis.  Senator  Smoot  does  not  think  that  using  the  di 
of  to-day  shows  the  irregularities  with  respect  to  an  ad  valor 
equivalent. 

Senator  Smoot.  Oh,  do  not  misunderstand  me.    I  have  gone  01 
the  bill  in  detail  enough  to  know  that  some  rates  have  to  be  cI 

Senator  La  Follette.  It  would  be  helpful  if  you  could  review 
fimires  and  make  them  applicable  to  the  conditions  when  the  Paj 
^drich  bill  went  into  enect.    Give  all  the  examples  that  you  hat 
given  there. 

Mr.  Davis.  I  can  sive  these  examples  right  here.    I  think 
relationship  remains  tne  same. 

Senator  La  Follette.  You  think  it  does  ? 

Mr.  Davis.  Yes,  I  think  the  relationship  remains  the  same  and  tl 
the  same  parity  remains.  I  think  that  the  application  of  the  rates 
that  act  to  the  values  and  the  comparison  c^  tnem  with  the  rates  iin<* 
the  new  act  will  tell  the  story. 

The  Chaibman.  If  Mr.  Dix  is  here,  he  may  want  to  say  a  few  woi 
to  the  committee  now.    Of  course,  the  conmuttee  recofi;nize8  that 
is  an  expert  in  these  matters,  and  it  would  want  to  hear  nim  fully, 
seems  to  be  the  consensus  of  opinion  of  the  committee  that  he  she 
not  be  heard  imtil  to-morrow  morning,  when  he  will  have  more  tii 

I  desire  to  state  now  to  the  committee  that  I  have  been  notified 
the  Treasury  Department  that  the  Secretary  of  the  Treasury  will 
here  on  Thursday  morning  with  his  responses  to  various  mqa' 
relating  to  the  funding  bill.  During  that  period  we  will  suspend 
hearings  on  this  bill.  The  witnesses  who  were  to  be  here  on  Thon- 
day — some  10  or  12  in  number — will  be  notified  to  be  here  on  Mondaf 
instead  of  Thursday. 

The  committee  stands  adjoiu*ned. 

(Thereupon,  at  4.40  o'clock  p.  m..  the  committee  adjourned  unul 
to-morrow,  July  27,  1921,  at  10.30  o  clock  a.  m.). 
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WEDNESDAY,  JULY  27,  1921. 

United  States  Senate, 
Committee  on  Finance, 

Washingtorij  D,  C, 

The  committee  met,  pursuant  to  adjoiuiunent,  in  the  committee 
room,  Senate  Office  Biiilding,  at  10.30  o'clock  a.  m.,  Hon.  Boies 
Penrose  presiding. 

Present:  Senators  Penrose  (chairman),  McCumber,  Smoot,  La  Fol- 
\eite,  Watson,  McLean,  Reed,  and  Gerry. 

The  Chairman.  The  committee  adjourned  yesterday  with  Mr. 
Davis,  of  the  customhouse  of  New  York,  appearing  as  a  witness. 
Mr.  Davis,  you  are  here  this  morning  to  continue,  are  you  ? 
Mr.  Davis.  Yes,  sir. 

The  Chairman.  The  committee  wants  to  give  you  all  the  time  you 
desire,  Mr.  Davis. 

Before  you  go  on  in  your  own  way  I  want  to  say  this.  On  yester- 
day afternoon  I  made  a  memoranaum  of  several  questions  that  I 
would  hke  to  ask  you  formally. 

The  first  question  is:  Will  you  refer  to  the  tabulation  of  prices  that 
you  offered  yesterday  and  explain  why  the  reduced  rates  in  the  present 
bin  will  bring  about  a  result  in  the  amounts  of  duty  higher  than  the 
duties  collected  under  the  rates  in  the  Payne-Aldrich  bul  ? 

I  understood  you  yesterday  to  state  that  would  be  largely  the 
effect. 
Mr.  Davis.  Yes,  sir. 

The  Chairman.  Will  you  explain  that  more  fully? 
Mr.  Davis.  As  I  understand  the  proposition,  it  is  to  assess  an 

Siuivalent  for  the  Payne-Aldrich  rate  on  the  selling  prices  in  the 
nited  States  that  would  not  bring  about  a  higher  result  than  if  the 
Payne-Aldrich  rate  were  .assessed  to-day  on  the  foreign  market  value. 
That  is  what  I  have  done  in  this  tabulation,  which  consists  of  some 
40  articles,  selected  more  or  less  at  random,  and  selected  with  a  vie\^ 
to  getting  comparable  domestic  articles. 

Tte  Chorbcan.  Senator  Walsh,  since  you  have  just  come  in,  I  will 
say  that  this  is  an  important  statement  showing  why,  in  the  opinion 
of  Mr.  Davis,  the  rates  calculated  under  this  system  adopted  m  the 
House  bill  will  result  in  higher  duties  than  under  the  Payne-Aldrich 
Dill.    He  has  some  40  articles. 
Senator  Walsh.  I  can  see  that  that  is  an  important  statement. 
Mr.  Davis.  The  tabulation  shows  if  the  rate  in  the  !Payne-Aldrich 
bill  were  assessed  on  the  market  value  of  to-day  it  would  bring  a-bout 
^ain  amounts  of  duty,  which  are  all  tabula  tea  in  the,colunmlieaded 
Amounts  of  duty,"  and  under  the  figm-es  1909,  the  (Jate  erf  the 
Payne-Aldrich  bill  - 

ll3 
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The  tabulation  also  shows  that  if  the  rate  of  the  Underwood  bill,  thtl 
act  of  1913,  were  figured  on  the  market  value  of  to-day  it  would  brine] 
about  certain  amounts  of  duty;  and  those  are  tabulated  in  the  c»*| 
umn  headed  "Amounts  of  duty,"  under  the  figures  1913. 

The  Pavne-Aldrich  equivalent  appearing  m  the  House  bill,  ar- 
rived at  through  a  matnematical  lormula,  is  then  applied  to  ihf 
price  of  the  comparable  domestic  article,  and  the  amount  thnt 
that  brings  is  set  down  in  the  column  headed  ''Amounts  of  duty*' 
under  the  title  ''new  bill";  and  the  results,  applying  the  equivalent 
of  the  House  bill,  instead  of  showing  a  reduction  m  those  rates,  brins^ 
out  the  following  inequalities. 

It  is  shown,  for  instance,  that  the  House  bill  reduces  the  rate  in 
some  cases  as  much  as  36  per  cent.  That  is  in  a  small  number  of 
cases — five.  But  in  35  other  cases  the  rate  is  increased  from  24  per 
cent  to  as  much  as  1,115  per  cent. 

The  Chairman.  Have  you  a  list  of  those  articles  ? 

Mr.  Davis.  Yes,  sir;  in  this  tabulation. 

The  Chairman.  Have  you  put  that  in  the  record  yet.  Is  it  in  the 
stenographer's  notes  ? 

Mr.  Davis.  They  were  put  in  the  record  on  yesterday  afternoon. 

The  CHA:^RMAN.  That  is  what  I  thought.  Have  you  shown  the 
increase  in  the  duty  on  each  article  ? 

Mr.  Davis.  I  have  opposite  each  article  the  increase  that  is  m^de 
imder  the  act  of  1909  and  also  the  increase  under  the  act  of  1913. 

Senator  Watson.  And  this  bill  under  the  American  valuation 
iplan. 

Mr.  Davis.  Yes,  sir. 

Senator  McCumber.  The  increase  is  the  ad  valorem  increase  ? 

Mr.  Davis.  The  increase  is  the  ad  valorem  increase,  expressed  in 
this  way.     For  instance,  let  me  take  this- 

Senator  Walsh.  Take  some  one  article  for  an  illustration. 

Mr.  Davis.  I  take  an  item  of  cotton  table  damask  from  Ireland. 

The  imported  articles  sell  on  the  American  market  for  86  cents  a 
yard.  The  American  article  that  the  examiner  has  compared  it 
with  sells  on  the  American  market  at  56  cents  a  vard.  Applying 
the  rate  of  duty,  40  per  cent  under  the  Pavne-Alarich  law,  to*^  the 
foreign  market  market  value,  would  bring  24  cents  duty. 

Applying  the  rate  of  the  1913  act,  25  per  cent,  it  would  bring  about 
15  cents  in  duty. 

Applying  the  rate  under  the  new  bill,  which  under  the  mathematical 
formula  has  been  reduced  to  28  per  cent  would  bring  about  a  duty  of 
15  cents,  as  compared  with  the  amount  of  duty  under  the  1909  act 
of  24  cents;  consequently,  a  rate  is  reached  below  the  Payn^Aldrich 
equivalent, 

Senator  McCumber.  You,  in  that  table,  are  arriving  at  what  the 
specific  duty  on  a  particular  article  will  be  under  the  ad  valorem  rata. 

Mr.  Davis.  I  am  using  the  table  to  show  how  utterly  impossible 
it  is  to  adjust  rates  under  a  mathematical  formula,  because  when 
you  come  to  apply  these  rates  on  actual  prices  you  do  not  get  the 
results,  or  aiiywnere  near  the  results,  that  vou  expected. 

Senator  McCumbbb.  What  I  would  like  Co  find  out  is  whether  yoa 
have  a  table  thai  would  show  the  ad  valorem  rate  of  the  PajQe* 
Aldrich  bill  if  tJiat  rate  had  been  applied  at  that  time  on  an  Amencsp 
valuation  and  then  what  the  ad  valorem  rate  at  the  present  time  i5 
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s  applied  on  the  American  valuation,  so  as  to  see  whether  the  ad 
alorem  rates  in  this  bill  are  higher  or  lower  than  the  Payne-Aldrich 
ill.     Now,  if  you  have  such  a  table,  I  would  like  to  know  it. 
Mr.  Davis.  1  have  not  the  foreign  value  prices  of  1909,  nor  have 
the  domestic  prices  of  1909,  and  mey  would  probably  be  impossible 
o  get. 
Senator  McCcrsCB£te.  You  would  have  to  make  that  comparison  ? 
Mr.  Davis.  I  think  this  table  shows  the  comparison. 
Senator  Smoot.  I  think  you  can  pick  out  soi^ie  items  where  the 
American  valuation  is  less  than  the  foreign  valuation,  just  as  you 
lid  in  this  case. 

Mr.  Davis.  I  have  given  this  item  to  ^ow  that  the  rate^  has  been 
•educed  too  much.    Inere  are  35  instances  showing  the  reverse. 

Senator  Smoot.  In  such  coses  there  is  no  question  but  that  it 
^ould  ht  lower.    I  have  no  dotfbt  but  that  you  can  find  cases,  just 
as  you  say,  that  are  unreasonably  high.    You  say  you  have  given  40 
articles  there ! 
Mr.  Davis.  Yes,  sir. 

Senator  Smoot.  You  can  find  two  or  three  hundred  articles. 
Mr.  Davis.  And  bring  the  same  results.  ^  • 

Senator  Smoot.  But  that  can  rtot  be.    I  kAOW  tna*  tsiking  the 
Pajne-Aldrich  bill  on  the  prices  to-day  and  trtMrtg  the  HoUse  rates 
on  the  American  plan,  it  can  not  Iwing  tho$e  figures.    Some  of  them 
are  as  near  together  as  it  is  possible  to  figure  them. 
Mr.  Davis.  Take  the  domestic  price  of  the  cotepai*ttble  article. 
Senator  Smoot.  To-day.    You  liaven't  given  it  asJ  of  1909*.  '  You 
haven't  given  the  foreim  valilatiop  or  the  American  valuation,  bwt 
you  can  take  what  the  rayne-Aldrich  bill  would  do  if  it  wer^  the  latir 
to-day. 
Mr.  Davis.  If  it  were  the  law  to-day  ?  ' 

Senator  Smoot.  Yes.  ' 

Mr.  Davis.  If  it  were  the  law  to-day  you  would  as^ss  the  Payne- 
Aldrich  rate  on  the  market  vdue'  ot  to-day. 
Senator  Smoot.  Certainly  yoti  would. 
Mr.  Daves.  That  is  what  you  want  to  bring  abotlt  ? 
Senator  Smoot.  Certainly. 

Mr.  Davis.  If  you  are  going  to  assess  a  Payne-Aldrich  I'ate  equiva- 
lent to  a  higher  valuation  it  must  be  a  very  much  reduced  actual 
rate. 

Senator  Smoot.  You  have  to  take  the  ad  valorem  rates. 

Mr.  Davis.  No  doubt,  but  if  you  reduce  under  the  mathematical 
formula,  you  get  an  increase  instead  of  a  reduction. 

Senator  Smoot.  You  say  '*  mathematical  formula. "  We  can  figiu-e 
that  out  to  a  cent.  In  one  case  there  is  no  doubt  a  reduction  would 
y^  made.  This  bill  does  not  have  a  regular  percentage  of  reduction 
ui  all  cases.    The  House  bill  does  not  do  that. 

Mr.  Davis.  It  seems  to  in  the  majority  of  cases. 

Senator  Smoot.  Only  as  to  classifications,  not  as  to  items  at  all. 
U  there  is  a  mistake  made  here,  the  Senatie  Finance  Committee  can 
soon  change  those  rates.  No  one  doubts  but  that  if  the  ad  valorem 
^tes  Were  the  same  in  this  bill  as  iu  the  Paytie-Aldrich  bill  it  would 
increase  the  rates,  I  suppose,  on  a,n  average  of  iabout  100  per  c^tit. 

Mr,  Davis.  Yes,  sjr.         .    . 

Senator  Smoot.  There  is  no  doubt  about  that  in  the  world. 
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Mr.  Davis.  Is  this  true,  that  in  order  tofiudout  what  the  eouivi 
rate  should  be  you  must  have  the  American  selling  price  oi  the 
mestic  article  and  the  price  of  the  imported  article  to  compare  tl 
in  order  to  find  what  the  rate  should  oe  i 

Senator  Smoot.  You  have  got  to  have  that, 

Mr.  Davis.  That  is  impossiole.     You  can  not  get  it. 

Senator  Smoot.  You  can  not  get  that  on  every  item. 

Mr.  Davis.  You  can  not  get  it  on  thousands  and  thousands  d^ 
articles  coining  into  this  country. 

Senator  Smoot.  We  can  get  tiiem  near  enough  so  there  will  not  he 
a  difference  of  1,100  per  cent. 

Mr.  Davis.  Well,  nere  are  the  differences.  These  are  based  o&, 
the  actual  figures. 

Senator  Smoot.  There  may  be  items  there.     I  do  not  dispute  that. 

Mr.  Davis.  They  range  600  per  cent,  700  per  cent,  500  per  ceni. 
and  so  on. 

Senator  Smoot.  Those  things  must  be  corrected. 

The  Chairman.  I  would  liKe  to  have  you  insert  in  the  record  * 
definition  of  just  what  you  mean  by  the  term  '' mathematical  for- 
mula. " 

Mr.  Davis..  Mr.  Burgess,  in  his  testimonv,  explained  it.  I  am  usinc 
that  formula.     It  appears  to  be  the  one  that  was  used. 

They  took  the  foreign  cost  as  100  per  cent.  To  that  they  added 
the  rate  of  duty  which,  let  us  say,  is  60  per  cent,  which  ^ves  16o 
per  cent.  Then  they  took  160  and  divided  it  into  60,  which  giy& 
m  turn  37.5  per  cent,  which  becomes  the  equivalent  rate,  if  appli^ 
on  the  American  valuation  plan,  to  the  60  per  cent  rate  and  if  applied 
to  the  foreign  market  value,  but  they  have  not  taken  into  consiaera- 
tion  the  freight,  insurance,  profits,  and  all  the  various  items  that  mtk« 
the  landed  cost. 

Senator  Watson.  Why  do  you  cling  to  that  formula  I 

Mr.  Davis.  I  do  not  cling  to  it.     I  say  that  it  can  not  be  used. 

Senator  Smoot.  Nobody  intends  to  use  it  so  far  as  I  know,  in  tlu? 
committee.  I  do  not  think  this  committee  has  any  idea  of  materially 
increasing  the  rates  of  the  Payne-Aldrich  bill. 

The  CftAiRMAN.  How  many  of  these  rates  in  the  House  bill  thai 
has  come  over  here  have  been  fixed  arbitrarily  by  the  so-called 
mathematical  formula  ? 

Mr.  Davis.  I  think  the  majority  of  them  have.  I  notice  they  take 
the  60  per  cent  rate  that  under  the  formula  should  be  reduced  to 
87.5  per  cent,  but  in  some  instances  you  find  the  rate  is  not  37.5  but 
42  per  cent,  which  makes  it  worse. 

Then  I  notice  they  have  taken  the  ad  valorem  rate  of  the  PajTie- 
Aldrich  bill,  reduced  it  to  the  formula  to  get  the  lower  rate,  but  on 
top  of  that  they  put  a  specific  duty.  I  do  not  know  what  that  would 
bring  about. 

Senator  Smoot.  It  would  bring  about  an  increased  rate. 

Mr.  Davis.  I  mean  in  amount. 

Senator  Smoot.  We  can  find  out  what  the  equivalent  is. 

The  Chairman.  I  would  like  to  ask  you  to  explain  the  effect  of  the 
application  of  the  rates  in  the  new  bill  upon  the  merchandise  that 
would  be  affected.  What  effect  would  it  have  upon  the  regular 
selling  value  ? 
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It.  Dayis.  When  you  apply  the  reduced  rates  of  this  bill  to  the 
lerican  selling  price  of  the  imported  article;  it  brings  about  an 
irely  different  result  than  applying  the  rates  of  the  bill  to  the 
:*e  of  the  domestic  article;  I  nave  prepared  a  tabulation  to  show 
s.  I  have  had  a  sufficient  number  of  copies  made  for  the  members 
the  committee.  This  table  should  not  be  confused  with  the 
ncvestic  tabulation  I  inserted  in  the  record  yesterday. 
The  Chairman.  This  ^fill  also  be  insertea  at  this  point  in  your 
uarks, 
(The  tabulation  referred  to  is  as  follows:) 

'a king  thq  foreign  piice  unit  at  100  per  cent,  or  $1,  adding  5  per  cent  for  trane- 
tation  chaigee  and  insurance,  an  average  of  25  per  cent  for  overhead  and  profit, 
cy  under  the  acts  of  1909  and  1913  upon  the  foreign  value  basis  and  duty  under 
*  new  act  upon  the  American  selling  price  works  out  as  follows: 


ItODL. 


Fon^  valnB , 

Frei^  and  Oisuraxioe 

Duty,  at  40  per  cent  on  foreign  yaloe.. 


Ov«rheMl  and  prallt  (33^  per  cent) . . , 

AiiMrican  selUng  price,  or  25  per  cent 
of  adling  price 

lAniifactnrei  of  metal: 

Foreicn  value 

Fraii^t  and  insurance 

Duty,  at  45  per  cent  on  foreign  Takie. . 

Overiieed  and  proAt  (33|  per  cent). .. . 
AsMrican  aetling  prke,  or  2S  per  cent . . 

Uoes: 

Forciai  value 

Frei^t  and  insurance 

Doty,  at  60  per  cent  foreign  vakiA. .. . 

OveAeed  end  profit  (a3|  per  cent). . . 
Ameriaa  seUing  price,  or  as  per  cent., 


Act  of 
IflM. 

Act  Of 
1913. 

ILOO 
.05 
.60 

31.00 
.06 
.56 

1.6S 
.55 

U.60 
.53 

2.30 

2.13 

1.00 
.05 
.46 

1.00 
.05 
.20 

L50 
.50 

•1.25. 
.42 

ZOO 

1.67 

1.00 
.06 
.60 

1.00 
.05 
.60 

1.65 
'    .65 

•1.65 
.55 

3L20 

2.20 

New  act.' 


Duty 40  per  cent..  S1.20 

Orerhead  and  profit.  25  per  cent..      .75 
Cost,  insurance,  and 
freight 35percent..    1.05 

New  American  price.  100  per  oent. .    3.  OQ 


Duty 35percent..  .08 

Overhead  and  profit.  25  per  cent..  .66 
Cost,  insurance,  and 

ftel^t 40percent..  1.06 

New  American  price.  100  per  cent. .  2. 68 


Duty 42peroent..  1.34 

Overhead  and  profit.   25  per  cent..  .80 
Cost,  insurance,  and 

freight 33percent..  1.06 

New  American  price.  100  per  oent. .  3. 10 


1 56  per  oent. 


>  20  per  oent. 


*  60  per  cent. 


From  the  above  figures  it  will  be  noted  that  while  the  rates  of  the  new  act  appear 
t^  be  lower  than  those  of  the  Pavne-Aldrich  law  of  1909,  reduced  to  meet  the  higher 
American  valuation  basis,  they  oecome,  as  a  matter  of  fact,  very  much  higher  when 
applied. 


D«n»ted  china. 
™a*«ar«iDfni«taL 


Act  of  1000:  Duty  on  foreign 
value  taken  at  11  or  100  per 
cent. 


Rate  60peroent,duty60cent8. 
Rate  46  per  06nt,duty  45  cents. 
Rate  60peroent,duty60oents. 


New  bill:  Duty  on  American  selling  price  built 
from  same  foreign  value  basis  of $1. 


Rate40p6r  cent,  duty  $1.20;  Increase  100  per  cent. 
Rate  35  per  cent ,  duty  10.92;  increase  104  per  cent. 
Rate  42  per  cent ,  duty  $1 .34;  increase  123  per  cent 


The  increases  over  the  act  of  1913  would  be  still  higher:  China, 
^ISjMsrcent;  metal,  360  per  cent;  laces,  123  per  cent. 
TneCHATKMAN.  What  is  the  general  conclusion  arrived  at? 
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Mr.  Davis.  Taking  the  foreign  price  unit  at  100  per  cent  or 
and  adding  5  per  cent  for  transportation  charges  and  msuranc 
merchandise  tnat  I  nse  in  European  merchandise,  and  I  am 
an  arbitrary  amount  for  transportation — an  average  amount,  tal 
an  average  of  25  per  cent  for  overhead  and  profit,  and  conad^ 
the  duty  under  the  acts  of  1909  and  1913  upon  this  foreim  ' 
basis  and  the  duty  under  the  new  act  upon  tlie  American  sdSng 
of  the  imported  article,  it  works  out  as  fol^ws. 

I  shall  use  decorated  china  as  an  example.    This  is  decorated 
from  Europe.    The  foreign  value  is  100  per  cent  or  SI.    The  ' 
and  insurance  would  be  5  cente.    Die  duty  at  00  per  cent  ad 
under  the  act  of  1909  would  be  60  cents j  bringiiq;  the  landed 
to  $1.65. 

The  merchant  wants  to  make  25  per  cent  to  cover  expenses 
profit  on  the  selling  price,  which  is  33}  per  cent  of  this  landed  pri< 
so  vou  add  55  cents  and  you  reach  ka  American  flelling  price 

But  vou  can  readilv  see  that  that  can  not  be  the  Ammcaa 
price  ol  the  importeu  article  upon  which  the  appraiser  wiD 
m  the  absence  of  m  coinparable  aiKl  coiBpelitive  demestic  wtk) 
because  the  new  rate  of  auty  figured  on  that  price  would  raise  d 
selling  price.    So  I  attempted  to  show  in  the  last  cohmm  how  tl 
importer,  or  the  examiner,  would  work  out  what  the  new  pncej 
should  be. 

I  take  the  knovm  quantities.  The  duty  under  the  new  act  is^-^j 
per  cent  of  the  selling  price,  but  we  do  not  know  what  the  srilinf  I 
price  is  yet.  The  overhead  and  profit  amouBt  to  2S  per  eeni  of  the 
selling  price,  but  we  do  not  know  the  selling  price.  The  c.  i.  f .  cti»t 
is  the  only  known  quantitv  in  money.  Duty,  46  per  eeni,  overheBd 
and  profits  25  per  cent,  ttial  makee  65  per  eeal.  InacMiw  li  ae  the 
sellii^  price  must  be  100  per  cent,  the  c.  i.  f.  cost  therefore  become* 
85  per  rent.  If  the  c.  i.  f .  cos^  is  35  per  cent  of  the  seUtng  priee,  such 
price  therefore  becomes  $3,  as  against  $2.30  wImd  the  duty  was  htsed 
on  the  foreign  price  of  $1. 

Manufacturers  of  metal  in  the  above  table,  a  wide  class  of  bb-  ^ 
ports,  shows  an  increase  of  l(H^  per  cent.  On  Wx^  which  amminl  ti 
many  "^n^^^*^*^  of  doll»*rs  each  year,  the  increase  ruaa  up  to  123  p^  I 
cent.  Applied  to  the  pn^>o!\t  aot,  it  shows  an  increase  on  china 
of  118  per  cent:  metal,  oiU)  per  cent:  and  laces.  123  per  cent.  So  i- 
shows  that  it  is  absolutdy  impossible  to  adjust  rates  under  thi^ 
mathematical  formula.  . 

The  Chairman.  Is  that  all  you  have  to  say  in  response  to  that 

inquiry^ 

Sir.  Davis.  That  is  all  1  have  to  say  in  ro^jxM^-^^  to  the  adjustment 

of  rates. 

TheCuAiRMAX.  If  the  conunitttH*  '^b.ouUl  dtvide  to  adopt  th»^ 
House  American  valuaiion  plan,  hoM  lor.^:,  in  your  opinion,  would 
it  take  the  Treasury  lVpartmet\t  to  piil.«Y  the  data  to  adminb'tK 

the  law  ? 

Mr.  Davis.  The  Treasury  IVj^Hrtmont.  in  psthoring  that  data 
would  undoubtedly  have  to  use  tJunr  «pe^ial  ae^Mits*  serrice.  Th<* 
examiners  oooW  asw^  !'*at  deal,  but  they  cv»uld  not  leave  their 
daily  work  •  ^^  invest  ipit ions,  so  we  would  have  to 

depend  ^  ^^=^*  sorvivv. 
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^I  have  just  received  a  letter  from  my  office  in  New  York  stating 
it  the  men  in  New  York — ^we  have  32 — are  working  day  and  night 
7  on  smuggling  and  are  investigating  the  various  claims  of  dump- 
under  the  emergency  act.     It  will  be  impossible  for  the  Treasury 
jartmcnt  to  turn  our  special  agents  loose  at  this  time  and  give 
)m  this  other  task.     It  would  be  unpossible  to  say  to  the  examiners 
New  York,  '*Drop  your  daily  duties  and  go  out  and  gather  this 
Pormation."     They  can  get  a  certain  amount  of  it,  but  I  do  not 
Ink  they  can  get  enough  to  build  up  intelligent  rates  upon  this 
hiation  place. 

The  Chairman.  Could  vou  be  funushed  with  an  additional  force? 
"  Mr.  Davts.  Yes;  we  could. 

The  Chairman.  How  many  more  men  would  you  need  to  add  and 
what  would  be  the  expense,  speaking  roughly?  I  do  not  expect  an 
■eeuraie  estimate. 

Mr.  Davis.  I  think  if  we  had  25  or  30  men  to  turn  loose  right  away 
we  might  do  it. 
^  The  C&AiRMAN.  Those  men  would  average  how  much  compensa- 
tion?    What  would  be  the  total  wage? 

Mr.  Davis.  To  get  men  of  sufficient  intelligence  to  handle  the 
moposdtion  and  men  with  sufficient  knowledge  of  merchandise  to 
determine  c<Hnparability,  I  think  you  would  nave  to  pay  at  least 
ten  (vr  fifteen  doOars  a  day. 
The  Chairman.  What  would  be  the  total  increase  amount? 
Mr.  Davis.  Provided  we  could  get  the  proppr  men,  25  at,  say  $12 
a  da3[,  for  three  months  wouM  amount  to  J27,000.    With  this  force 
we  might  gather  in  most  of  the  big  lines  enough  foreign  and  domestic 
and  also  iunerican  import  values  upon  which  to  determine  how  much 
to  reduce  the  Payne-Aldrich  rates  to  fit  the  higher  vahiation  basis. 
Mr.  Davis.  Yes. 

The  Chairman.  How  long  would  it  take  under  present  conditions? 
Mr.  Davis.  I  would  not  want  to  say  under  six  months  with  our 
piwent  fwee. 
The  CHAiRBfAN.  Within  six  months  you  could  probably  do  it? 
Mr.  Davis.  Yes.     Of  course  the  main  point  is,  could  wo  get  men 
with  sufficient  training  to  gather  the  information,  if  we  hired  men  to 
da  it  quickly? 
The  (.^AIRMAN.  That  is  what  I  want  to  know. 
Mr.  Davis.  Could  we  get  men  who  with  sujDSciont  experience  to 


Mr.  Page  stated,  couhl  assist. 

As  an  example  of  the  time  it  takes,  let  nie  say  this:  I  have  sc- 
oured a  tabulation  of  40  items.  Forty  items  is  nothin*]^  compared 
^th  the  items  coming  into  this  country,  but  it  has  taken  the  New 
^ork  examiners  thn^  weeks  to  get  tlie  information  they  ha\  e  now 
^n  the  40  items.  They  all  say  that  thes(»  articles  that  they  have 
^Ked  may  he  comparable,  but  when  you  try  to  pin  them  down  as  to 
^'bether  the  article  is  really  comparable,  they  say,  '^  Well,  I  do  not 
know;  it  is  as  close  as  I  can  get  to  it. " 

The C^iAiRMAN.  This  information  has  to  be  kept  up  to  date? 

Mr.  Davis.  Absolutel}'. 
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Senator  McLean.  If  you  follow  the  present  plan  you  have  g« 
to  get  the  foreign  valuation  ? 

Mr.  Davis.  Yes;  but  we  do  that  fairly  well  now. 

Senator  McLean.  Would  not  there  be  a  great  many  difficulties 
in  securing  the  foreign  valuation  under  the  existing  chaotic  con- 
ditions there  ? 

Mr.  Davis.  The  principal  difficulty  we  encounter  is  lack  of  help. 

Senator  McLean.  Would  it  cost  any  more  to  get  the  domestic 
valuation  than  the  foreign  valuation,  and  to  get  it  accurately  ? 

Mr.  Davis.  At  the  beginning  I  think  it  would,  but  after  the 
problem  had  been  worked  out  probably  it  would  not  cost  any  more 
to  get  the  American  information  than  it  would  the  foreign  infor- 
mation, but  it  must  be  remembered  that  under  the  terms  of  thb 
bill  we  must  get  both. 

The  Chairman.  One  more  question  and  then  I  shall  be  through. 
I  think  you  touched  on  it  yesterday,  but  I  should  like  to  have  you 
explain  clearly  just  what  changes  in  the  valuation  method,  in  your 
ppmion,  could  be  made  in  order  to  expedite  and  to  put  into  effect 
at  once  an  adequate  tariff  system  in  the  United  States. 

Mr.  Davis.  Why,  I  think  everybody  that  has  the  interests  of  the 
American  manufacturer  at  heart,  as  I  certainly  have  and  as  I  am 
sure  all  of  our  customs  men  have,  would  like  to  have  a  valuation 
system  that  wotdd  give  them  adequate  protection  against  foreign 
competition. 

The  plan  in  this  bill  is  to  take  the  full  domestic  price  for  com- 

E arable  products  and  apply  such  prices  to  the  imported  article, 
before  you  can  use  this  price  it  is  admitted  rates  must  be  fairij 
accurately  reduced. 

I  think  I  have  shown  the  difficulties  in  reducing  the  rates.  If  you 
can  reach  the  same  result  without  reducing  the  rates  of  duty,  would 
it  not  be  preferable  t 

I  think  I  also  brought  out  yesterday  that  if  you  attempt  to  put 
this  scheme  into  effect  suddenly  and  require  the  present  force  to  get 
the  necessary  information  on  a  given  day  it  will  soon  become  evident 
that  they  can  not  find  it  on  that  day,  or  the  next  or  the  next.  Now. 
what  is  going  to  happen  in  regard  to  the  second,  third,  fourth,  and 
fifth  days'  work?  The  merchandise  will  pile  up  in  this  country. 
What  will  be  the  result  ?  You  will  either  have  to  repeal  the  bill  or 
the  Secretary  of  the  Treasury  will  have  to  take  some  drastic  action 
to  release  the  merchandise  without  appraisement. 

Isn't  it  far  better,  if  we  are  to  use  a  domestic  price  at  all,  to  devise 
some  system  to  put  into  effect  gradually  1 

The  system  that  I  suggest,  so  far  as  appraising  domestic  mer- 
chandise is  concerned,  is  tnat  if  any  manufacturer  makes  an  article 
that  has  its  counterpart  in  the  foreign  article,  let  it  be  given  to  the 
Secretary  of  the  Treasury  so  that  its  comparability  may  be  deter- 
mined before  anything  is  done.  After  that  fact  has  been  established 
instruct  all  appraisers  to  appraise  the  foreign  article  and  this  article 
alone  at  the  price  of  the  domestic  article  whose  comparability  ha^ 
been  established.  Not  gross,  however,  but  less  duty,  transportatioo 
charges  of  the  foreign  article,  and  expenses  and  pront,  not  tx)  exceed, 
say  tentatively  now,  8  and  8  per  cent  to  reach  a  constructive  foreign 
market  value. 
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Senator  Reed.  Constructiye  foreign  or  domestic  value  ? 
Mr.  Davis.  A  constructive  foreign  value  secured  from  the  value 
the  comparable  domestic  article,  less  deductions.     I  don't  think 
\ybody  would  object  to  it. 

(jTraduaUy,  as  these  comparable  articles  come  forward — there  are 
aims  that  there  are  a  ^eat  many  of  them,  but  I  do  not  think  there 
re — and  comparability  is  established  in  a  sensible  manner,  you  could 
pply  domestic  prices  with  deductions.  They  will  go  into  effect 
radually.  It  would  not  disturb  the  machinery  of  the  customs 
ervice  a  particle.  As  to  all  other  merchandise,  it  should  be  ap- 
raised  at  the  foreign  wholesale  market  value,  as  it  is  to-day. 

There  is  another  class  of  merchandise,  however,  that  must  be 
reated  in  a  different  manner. 

Senator  Reed.  Before  you  leave  that  topic,  I  would  like  to  ask 
rou  a  question.    Are  you  going  to  leave  that  topic? 
Mr.  Davis.  I  won^t  if  you  have  aiiy  questions. 
Senator  Reed.  I  do  not  want  to  interrupt  the  chairman. 
The  Chaikman.  I  am  through.  Senator. 

Senator  Reed.  Let  me  see  if  I  understand  you.  I  have  not  had 
the  benefit  of  your  testimony.  I  have  been  unable  to  be  here. 
However,  you  have  this  morning  briefly  discussed  the  question  of 
raising  the  American  value.  I  understand  you  to  suggest  a  plan 
different  from  that  in  the  bill  1 
Mr.  Davis.  Yes,  sir. 

Senator  Reed.  And  different  from  the  present  law  ? 
Mr.  Davis.  Yes,  sir. 

Senator  Reed.  Not  that  you  recommend  it,  but  you  suggest  it  as  a 
plan  which  might  gradually  put  into  effect  the  American  plan. 
Mr.  Davis.  If  you  desire  it;  yes,  sir. 

Senator  Reed.  Yes;  you  do  not  stand  sponsor  for  the  change. 
Mr.  Davis.  No,  sir;  but  I  think  it  would  work  quite  fairly. 
Senator  Reed.  You,  as  I  imderstand  it,  propose  that  we  shall 
continue  to  make  values  as  at  present  and  ascertain  the  foreign 
prices  by  the  methods  now  existing  ? 
Mr.  Davis.  Yes. 

Senator  Reed.  That  is  step  No.  1. 
Mr.  Davis.  Yes,  sir. 

Senator  Reed.  If  an  American  manufacturer  brings  to  you  a 
particular  article  which  is  substantially  identical  with  a  foreign 
w*ticle  with  which  he  is  competing,  you  suggest  a  plan  of  ascertaining 
the  value  of  that  particular  foreign  article  By  takmg  the  price  of  the 
American  article  ? 
Mr.  Davis.  Yes,  sir. 
Senator  Reed.  The  selling  price  ? 
Mr.  Davis.  Yes. 

Senator  Reed.  And  not  the  cost  ? 
ilr.  Davis.  The  selling  price. 

Senator  Reed.  And  you  deduct  froin  that  8  per  cent  for  profit  ? 
Mr.  Davis.  First  I  would  take  off  the  duty. 

Senator  Reed.  All  right.  I  do  not  care  which  end  we  begin  with. 
First  you  would  take  out  the  duty.  Second  you  would  take  out  8 
per  cent  profit  1 

Mr.  Davis.  Well,  I  would  take  out  the  freight,  the  insurance,  and 
^ne  cost  of  bringing  it  over. 
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Senator  Reed.  Let  me  get  it  in  order.     First  you  would 
the  duty;  you  would  subtract  the  duty? 

Mr.  Davis.  Yes,  sir. 

Senator  Reed.  Then  what  would  you  do  next? 

Mr.  Davis.  I  think  the  exact  way  would  be  to  take  the 
insurance  first. 

Senator  Reed.  All  right;  let  us  get  it.     Freight  andinsuranc 

Mr.  Davis.  Then  duty. 

Senator  Reed.  Then  duty. 

Mr.  Davis.  Then  8  per  cent  for  expense  and  8  per  cent  for  pi 

Senator  Reed.  Then  you  would  take  the  residium,  that  WJ 
left  after  this  subtraction,  as  the  foreign  value  ? 

Mr.  Davis.  Yes,  sir. 

Senator  Reed.  And  thereafter  treat  that  as  the  foreign  value  t 

Mr.  Davis.  Yes,  sir. 

Senator  Reed.  Don't  you  know  that  would  not  give  yoa 
foreign  value  at  all? 

Mr.  Davis.  No;  I  do  not. 

Senator  Reed.  It  can  not  rive  you  the  foreign  value. 

Mr.  Davis.  I  think  it  would  approximate  it  very  closely. 

Senator  Reed.  Well,  let  Us  sec.    The  first  trouble  with 
equation,  in  my  judgment — and  I  will  state  it  that  way,  intei 
however,  as  a  question — is  that  you  are  taking  the  selling  price  of 
American  manufacturer. 

Mr.  Davis.  Yes. 

Senator  Reed.  The  American  manufacturer  mav  be  selling  il: 
loss,  or  he  may  be  selling  at  a  profit  of  two  or  three  himdred  per 

Mr.  Davis.  Yes. 

Senator  Reed.  So  that  the  first  thins  you  start  out  with  is  not 
article  of  the  value  as  determined  by  the  cost  of  production,  but. 
determined  by  the  ability  of  the  American  merchant  to  get  a 

Mr.  Davis.  That  is  true. 

Senator  Reed.  That  is  true,  is  it  ? 

Mr.  Davis.  Yes. 

Senator  Reed.  And  the  price  which  he  gets  will  depend  upon 
multitude  of  conditions.    Tnis  is  a  very  uncertain  thing,  is  it  not? 

Mr.  Da\t:s.  Yes,  sir. 

Senator  Reed.  JFor  instance,  he  may  be  hard  up  and  have  to  unload 
his  stock,  in  which  event  he  might  be  selling  at  cost  or  below  cost. 

Mr.  Davis.  Yes. 

wSenator  Reed.  He  might  even  be  selling  below  the  cost  of  fordgB 
production  ? 

Mr.  Davis.  Yes,  sir. 

Senator  Rked.  On  tlie  other  hand,  he  might  be  so  situated  that 
he  could  sell  his  article  at  a  very  high  profit  ^ 

Mr.  Davis.  Yes,  sir. 

Senator  Reed.  That  is  true,.is  it  not? 

Mr.  Dams.  All  those  things  are  true.  Senator. 

Senator  Rkkd.  All  those  things  are  true.  So  that  your  eauation, 
when  you  work  it  out,  means  this,  that  you  not  only  start  from  an 
unkno^\^l  (juanlity,  but  from  an  unknown  quantity  which  constantly 
lluctaates  and  which  furnishes  no  basis  of  real  value  (  i^ 

Mr.  Davis.  You  never  (!Ould  get  at  real  cost  by  using  an  artificul 
basis. 
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Senator  Rekd.  No.  As  you  have  elements  in  your  equation  which 
5  constantly  fluctuating  and  which  do  not  necessarily  bear  any 
ation  to  the  real  cost,  vour  equation  is  based  on  something  worse 
an  quicksand,  is  it  not  f 

Mr.  Davis.  I  merely  offer  that,  Senator,  as  a  suggestion,  assuming 
ngress  would  desire  the  American  selling  price,  and  merely  from 
e  standpoint  of  offering  something  that  is  possible  of  administration. 
Senator  Reed.  That  may  be  possible  of  administration  by  your 
ice,  but  it  does  not  give  us  an  equitable  result. 
Mr.  Davis.  It  does  not  get  at  the  true  duty  at  the  ad  valorem 
te  on  the  open  world  value  of  the  imported  article,  that  is  sure.  It 
ly  approximates  it. 

Senator  Reed.  Yes.    There  is  another  element  in  it,  is  there  not, 
imelv,  iiiat  it  places  the  control  of  the  duty  itself  in  the  American 
anu/acturer — ^not  the  rate  of  duty,  but  the  amount  of  duty  ? 
Mr.  Davis.  Only  to  an  extent. 
Senator  Reed.  Well,  to  an  extent. 
^Ir.  Davis.  A  very  slight  extent. 

Senator  Reed.  For  instance,  an  American  manufacturer  or  a  com- 
[nation  of  American  manufacturers,  or  an  American  manufacturer 
f  a  specialty  which  he  controls,  if  he  advanced  his  price  10  per  cent 
cmld  thereby  advance  the  rate  of  duty  10  per  cent,  could  he  not  ? 
Mr.  Davis.  Yes. 

Senator  Reed.  And  if  he  could  advance  the  price  of  his  article  20 
ler  cent  he  could  advance  the  rate  of  duty  20  per  cent  ? 
Mr.  Davis.  Yes;  but  inasmuch  as  the  cost  of  the  foreign  article 
emains  the  same,  if  he  advanced  his  price,  his  price  would  be  100 
per  cent,  but  the  advance  on  the  foreign  article  would  only  be  20 
per  cent,  if  that  were  the  rate  of  duty,  so  that  the  foreign  article 
HTould  undersell  him. 

Senator  Reed.  I  am  talking  about  the  proportion  of  advance  in 
the  duty. 

Mr.  Davis,  Yes. 

Senator  Reed.  If  he  advances  the  price  20  per  cent  the  duty,  goes 
up  20  per  cent  and  if  he  advances  it  30  per  cent  the  duty  goes  up  30 
per  cent,  is  that  true  ? 

\Ir.  Davis.  That  is  true. 

Senator  Smoot.  It  is  the  dutv  upon  the  advance. 

Senator  Reed.  I  understand  that  perfectly.  The  duty  on  the 
advance  goes  up  20  per  cent.  Of  course,  you  would  at  one  time  or 
another  approach  a  point  where  the  foreign  article  could  come  in. 

Mr.  Davis.  Yes. 

Senator  Reed.  But  it  remains  true  that  if  you  take  the  American 
valuation  every  time  the  American  merchant  can  advance  the  price 
of  his  article  he  advances  the  tariff  by  the  same  rate  of  percentage. 

Mr.  Davis.  Let  me  give  you  an  illustration. 

Senator  Reed.  That  is  true,  isn't  it  ?  • 

Mr.  Davis.  To  a  certain  extent. 

Senator  Reed.  Well,  isn't  it  true  absolutely?  I  know  what  you 
have  in  your  mind.  I  would  like  to  get  out  what  I  have  in  mme. 
We  will  say,  for  instance,  that  the  price  of  an  article  to-day  is  $1, 

ifr.  Davis.  Yes. 

Senator  Reed.  The  duty  is  50  per  cent,  or  50  cents. 

Mr.  Davis.  Yes. 
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Senator  Reed.  The  American  price  on  the  article  is  raised  to 
I  will  take  a  rery  simple  illustration  and  one  which  will  work  agi 
my  plan.    The  duty  upon  that  article  would  be  $1,  would  it  not  f 
"Mr.  Davis.  Yes. 

Senator  Reed.  He  ^ets,   then,  an  additional  50  cents  protee 
although  he  has  raisea  his  article  $1  he  gets  50  cents  of  protecti^ 
He  has  got  to  continue  that  process  imtil  he  has  reached  a  po 
where  his  rise  of  prices  has  become  so  great  that  the  percentage  upi 
the  duty,  the  duty  being  less  than  tne  article,  and  the  percent 
being  figured  on  that  smaller  sum — the  price  has  become  so 
that  the  duty  can  be  paid  with  all  its  increases  and  the  article  wou:* 
still  come  in  ? 

Mr.  Davis.  I  do  not  quite  agree  with  you.     The  landed  cost  <>f 
foreign  article,  we  will  say,  is  $7.50. 

Senator  Reed.  The  what  ? 

Mr.  Davis.  The  landed  cost.  The  American  selling  price  of  t.v 
domestic  article  is  SIO,  we  wiU  say. 

Senator  Reed.  Very  well.     You  have  a  very  small  tariff  protectid 
there. 

Mr.  Davis.  You  can  make  it  lareer  or  smaller,  as  you  wish. 

Senator  Reed.  All  right;  we  win  take  your  figures. 

Mr.  Davis.  Now,  we  know  that  to  start  with,  and  we  set  a  rtx* 
of  25  per  cent,  which  gives  us  $2.50,  figured  on  the  $10. 

Senator  Reed.  Yes. 

Mr.  Davis.  All  right.  Now,  you  add  $2.50  to  the  $7.50,  whi^^ 
included  the  man's  profit,  and  you  bring  it  up  to  $10.  llien  they  ar" 
on  a  competitive  basis. 

Senator  Reed.  At  that  time. 

Mr.  Davis.  At  that  time.  You  say  that  the  American  manufa^:- 
turer  is  going  to  pyramid  his  prices.  Let  us  see.  He  puts  it  up  t" 
$12.    Then  Uie  duty  would  be  25  per  cent  of  $12,  or  $3. 

Senator  Reed,  i  es. 

Mr.  Davis.  You  add  $3  to  $7.50  and  you  get  $10.50  and  under^^ 
him  at  once. 

Senator  Reed.  That  is  true  in  that  kind  of  an  article,  but  there  are 
plenty  of  articles 

Mr.  Davis.  He  would  undersell. 

Senator  Reed.  If  he  raised  it  that  much,  but  there  are  plent> 
of  articles  where  the  tariff  is  50  per  cent,  are  there  not! 

Mr  .  Davis.  Yes. 

Senator  Reed.  And  plenty  where  it  is  75  per  cent  i 

Mr.  Davis.  Yes. 

Senator  Reed.  And  plenty  where  it  is  100  ? 

Mr.  Davis.  Yes.  ^ 

Senator  Reed.  You  hare  assumed  in  vour  statement  that  there 
is  no  difference  between  these  articles.  Vou  assumed  a  case  wher* 
there  was  a  difference  of  only  25  per  cent  and  the  tariff  was  25  pi'^ 
cent. 

Mr.  Davis.  Yes. 

Senator  Rbesd.  But  if  you  take  an  article  where  the  tariff* '^ 
200  or  300  per  coit,  the  cftse  would  not  work  out  the^same>J«} 
would  it  i 

Mr.  Davi8    '*'  ork  out  differently. 
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Senator  Reed.  The  ratios  would  work  out  differently.  That  is  it 
exactly. 

So  tnat  it  is  true  that  on  the  American  valuation  every  time  the 
:\jnerican  raises  his  price,  automatically  the  tariff  is  increased  by  a 
percentage  equal  to  the  percentage  of  his  raise  of  price  ? 

Mr.  Davis.  Yes;  that  is  true,  provided  he  can  sell  it  after  he  gets 
it  raised. 

The  Chairman.  Have  you  concluded,  Senator  Reed  ? 

Senator  Reed.  That  concludes  that  line  of  questions.  The  witness 
was  going  on  with  another  topic. 

The  Chairman.  He  can  be  recalled. 

Mr.  Davis.  Mr.  Chairman,  in  this  substitute  plan  that  I  have  sug- 
gested there  is  another  feature  to  it,  and  that  is  whenever  the  foreign 
markets  are  closed  to  the  American  buyer,  in  the  case  of  consigned 

foods.    The  agent  or  branch  house  is  situated  in  this  countly  and  all 
usiness  has  to  be  transacted  with  the  foreigner  in  this  country,  who 
is  satisfied  with  a  small  mill  profit.     He  has  transferred  part  of  his 
overhead  over  into  this  coimtry  and  avoided  paying  duty  on  an  ex- 
pense which  belong  in  the  foreign  country.     I  think  this  class  of 
merchandise  should  take  the  American  sellmg  price  of  the  imported 
article,  after  subtracting  the  duty,  the  freight  and  the  insurance,  and 
in  case  of  a  commission  not  more  than  6  per  cent  or  for  actual  pur- 
chases by  the  agent  not  to  exceed  8  and  8  per  cent.     If  the  foreign 
manufacturer  is  not  satisfied  with  this  plan  let  him  open  his  market. 
Senator  Reed.  Why  could  you  not  get  at  it  in  another  way? 
Why  could  you  not  ascertain  these  overheads  which  have  been  trans- 
ferred over  nere  and  add  them  to  the  foreign  cost  ? 

Mr.  Davis.  You  could  do  that,  but  I  think  in  nay  way  you  get  it 
much  quicker  and  better,  because  the  items  that  1  speak  of  are  all 
known  and  right  before  you;  while  the  items  you  speak  of  will  have 
to  be  investigated. 
Senator  Reed.  The  items  you  speak  of  are  what  ? 
Mr.  Davis.  The  duty  is  known;  freight  and  insurance  also  known; 
the  arbitrary  8  and  8  per  cent  is  known,  because  the  law  says  so. 

Senator  Keed.  Then,  why  not  take  the  foreign  price  and  add  to  it 
these  three  known  quantities  ? 

Mr.  Davis.  You  are  not  sure  of  the  foreign  price;  the  market  is 
closed. 

Senator  Reed.  The  only  difference  is  in  one  case  you  take  the 
American  valuation  and  make  three  subtractions  from  it,  and  in  the 
other  case  you  take  the  foreign  valuation  and  make  three  additions 
to  it. 

Mr.  Davis.  We  are  doing  that  to-day  with  great  success  in  regard 
to  consigned  goods,  subtracting  other  items  from  the  American  price 
where  there  is  no  home  market  value. 

Senator  Reed.  If  there  is  no  home  market  value,  there  is  no  objec- 
tion, but  where  there  is  a  home  market  value  you  can  add  these  items 
just  as  well  as  you  can  subtract  them  from  the  American  value. 
Mr.  Davis.  Oh,  yes. 

TheCHAiEMAN.  I)oes  not  the  fact  remain  that  you  could  proceed 
to  administer  a  tariff  law  under  the  present  system  of  appraisement 
if  you  had  a  sufficient  number  of  investigators  abroad  in  Europe  ? 

Mr.  Davis.  We  could  if  we  had  a  sufficient  force  and  they  were 
allowed  a  sufficient  amount  of  money  to  travel  upon  so  they  aid  not 
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have  to  go  down  in  their  pockets  and  pay  their  own  expenses.  Whta 
you  send  a  man  to  a  foreign  country  for  three  or  five  years  he  has  tc 
take  his  family  with  him. 

The  Chairman.  Accepting  all  that,  if  you  had  60  or  70  men  ov.e 
in  Europe  adequately  paid,  with  travel  allowance,  could  you  n<i; 
administer  a  tariff  law  under  the  present  svstem  ? 

Mr.  Davis.  Absolutely;  with  some  slight  improvements  over  our 
present  system  to  cover  closed  markets. 

The  Chairman.  And  the  total  aggregate  expense  would  not  Iw 
verv  great  ? 

lir.  Davis.  No,  sir. 

Senator  La  Follette.  I  understood  Mr.  Davis  to  state  yeeteidaT 
that  we  now  have  onlv  6,  and  that  if  we  had  12 

Mr.  Davis.  I  woula  say  15. 

The  Chairman.  We  vrul  give  them  50. 

Mr.  Davis.  Say  15  to  25. 

Senator    La    Follette.  Twenty-five    would    cover    tha   ground 

perfectlv  i 

Mr.  Davis.  If  we  had  60,  as  Senator  Penrose  says,  we  could  cover 
the  whole  world  without  any  question^  and  we  woiud  get  results. 

Senator  La  Folletts.  Ajud  that  would,  as  a  matter  of  fact,  result 
in  comparatively  a  very  light  charge  against  the  Government ! 

Mr.  D.wis.  But  a  slight  change. 

Senator  La  Follette.  When  you  take  into  account  this  plan  wheiv 
you  have  to  have,  as  vou  said  yesterday,  an  army  of  experts  to  make 
your  comparisons  ana  comply  with  the  law. 

The  Chairman.  This  last^lan  to  which  I  called  your  attention 
would  cost  less  money  than  the  execution  of  the  plans  under  the 
pending  bill,  would  it  not ) 

Mr.  Davis.  By  far. 

Senator  Reed.  Would  not  the  information  which  these  agents  who 
were  sent  over  in  foreign  countries  obtained  be  of  ververeat  use  out- 
side of  the  more  matter  of  fixing  tari£r  valuations!  Would  not  the 
information  that  thoy  collect  with  reference  to  trade  conditions  and 
prices  in  foreign  countries  be  of  great  use  to  this  Government  outaci^* 
of  the  mere  tariff  quesiion  i 

Mr.  Davis«  It  CA'xtainly  would,  because  the  informatioa  UmlI  ihvy 
would  colUvt  would  have  to  be  accurate  and  before  a  price  va? 
accepted  the  books  would  have  to  be  t^imed  to  and  (he  actual  tranv 
actions  where  merchandise  was  sold  at  that  price  would  have  to  he 
known.  If  the  infixrniation  was  not  gathered  in  that  way  it  would  he 
worthless  at  time  of  contest  before  our  Boani  of  United  States  General 
Appraisers.  The  informatitm  our  men  gaihered  cookl  be  depended 
upon  and  would  be  accurate  for  the  use  of  anybody  who  desired  U> 
make  use  of  it. 

The  Chaisxav.  As  I  understand,  the  Govenunent  and  Anoerican 
business  men  are  now  overwhelmed  with  publications  fron^  aeverai 
departmenis  alii^ng  to  convey  imich  of  diis  information.  I  Msn 
advised  that  it  is  worthless  largely  on  aci\nmt  of  its  inaccuracy  and 
general  oharacter. 

Mr.  DATia*  Principally  on  acci^unt  of  its  genend  character^  Seaator. 
not  its  ina  *  ■  iracr. 

The  ^  ^^'         '  '^'^  v^^  in  PaUgoiua  or  some 

such  •? 
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Mr.  Datis.  On  the  other  hand,  our  man  in  France  is  nearly  a  year 
behind  in  hiB  work. 

Senator  Smoot.  Mr.  D&tis^  you  recognize  the  fact,  do  you  not, 
liat  American  institutions  are  at  a  disadvantage  cm  account  of  the 
liff er^ioe  in  foreign  exchange  ? 

Mr.  DjyTis.  Yes,  sir;  buit  whenever  you  take  the  Oeiman  price  of 
to^a J  at  the  great  number  of  marks  required  to  buy  the  article  and' 
rou  reduce  it  to  United>  States  gold  at  a  cent  and  a  third,  and  you 
[^mpare  that  ^old  value  with  the  gold  vahie  of  1914,  you  find  that 
the  gold  value  for  German  merchandise  ia  muck  higher. 

Senator  Smoot.  Not  nearly  as  much  higher  as  the  American  goods 
on  account  of  the  extr^ne  cost  of  making  them^ 

Mr.  Davis.  Probably  that  i&  truC)  Senator. 

Senator  Shoot.  I  do  not  think  anyone  will  question  that. 

Mr.  IXlyis.  I  have  not  made*  any  tests,  however. 

Senator  Shoot.  But  do  you  think  it  is  possible  to  put  in  a  sliraig|ht 
speeific  duty  in  ease  there  a^e  8|>ecifie  duties>  or  aa  vaXoreni*  duttes 
in  case  there  are  ad  valorem  duties,  that  will  protect  the  American 
mannfaeturers  in  this  country,  against  goods  tiiat  will  coma  from 
Germany? 

Mr.  Davis.  No,  sir;  but  if  you  use  my  plan  of  putting  the  domestic 

f^rice  into  effect  gradually,  if  any  American  manufacturer  can  come 
orward  and  show  these  evegjasses,  that  we  will  assume  ware  made  in 
Germany,  to  be  comparable  to  his  article  we  wiU  use  his  pcioe,  Iobs 
deduction,  and  nO'  one  need  worry  over  exchange  v 

Senftter  Shioor.  But  whal>  I  wanted  to  get  &t  was  this:  Yous  testi- 
mony fl^  far  would  lend)  one  to  believe,  outside  c^  your  plan  that  was 
su^ested,  and  that  was  meireljr  &  suggestion,  that  tibe  pates  of  duty 
in  tEfi  FavneHAldrich  bill,  iill  oanded  in  t£is  bill  here^  would  be  sufficient 
to  pioviw  for  the*  dsSerence  of  eitchange  in  cost  of  maiUif aotune. 

Mr.  Duma.  Many  limes  over. 

Senator  Smoot.  There  is  another  question  involved  in  this. 

Senator  Bbed.  One  moment.  I  wan;t  to  have  l^iat  quesldoni  and 
answer  read  to  me. 

Senator  Shoot.  He  said  ''Many  times  over";  that  it  would 
requiro  maay  time^  more-  tiban  the  rate  in  some  casea^  and  in  others 
it  could  be  taken  that  the  Payne-Aldrich  rates  weremany  times  too. 

high. 

Senator  Reed.  What  did  you  mean  ? 

Mr.  BiLViBi.  I  mean  that  tioQ^  reduction  which  has  been  brousht 
about  by  using  thia  fonmula  ikB,t  I  escplained  ia  not  the  righit  Mnd  of 
reductioift.  It  is  moi»  thaai  adequate  to  cover  ih»  diffierence.  Oon^ 
seqneatbr,  ifi  yoa  use  this  alleged  lower  rate,  as  a  matt^  of  fact,  you 
are  realfy  usuig  a  rate  ihsJb  is.  very  much  higher  than  the  Payne- 
Aldrich  rate,  and,  consequently,  you  would  cover  any  difference  of 
exchange  many  timea  ov«r« 

Senator  Kebo.  What  do  you  mean  by  'Hhis  alleged  lower  rate''? 

Mr.  Dans*  They  take  the  60  per  cent  rate  of  th&  Fayne^Aldirich 
law  and  add  that  to  100  per  cent,  which  is  supposed  to  be  the  foreign; 
cost,  and  they  get  160.  They  tnen  divide  160  into  60  per  cent,  and 
get  3Z.&  per  cent,  and  that  becomes  the  new  rate. .  But  when  you 
come  to  apply  that  rate  of  37.5  per  cent  on  actual  price- 

Senator  Bsbi».  TSm  Ameriean  price  ? 
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Mr.  Davis.  Yes — you  are  getting  an  amount  of  duty  far  in 
of  what  you  would  have  gotten  on  60  per  cent  on  the  market  valu&S 

Senator  Keed.  You  mean  the  European  value  ? 

Mr.  Davis.  Yes,  sir. 

Senator  Smoot.  I  will  say  to  the  Senator  from  Missouri  that  he 
not  here  when  this  system  was  explained  that  had  been  adopted  by  i 
House.     Of  course,  1  understood  the  answer  that  the  witness 
because  it  was  based  upon  that  former  statement. 

The  Ohaikman.  I  want  to  say  that  by  the  consent  of  the  commil 
there  are  several  business  men  here  to  be  heard  and  some  of 
come  from  a  considerable  distance,  others  reside  nearby.     I  thinks 
would  be  a  hardship  to  postpone  hearing  those  gentlemen  who  hai 
come  from  a  distance,  and  if  the  committee  is  through  with  the 
nation  of  the  customs  experts  for  the  present — and  they  can  be 
called  at  any  time — we  wdl  now  call  upon  some  of  the  eight  or 
gentlemen  who  want  to  be  heard  on  the  valuation  question.    I 
first  call  on  Mr.  Thomas  H.  Eddy,  representing  Marshall  Field  & 

STATEMENT   OF  MB.    THOMAS   H.   EDDT,   219   WEST   ADi 
STBEET,  CHICAGO,  ILL.,  BEPBESElTTIirG  MABSHALL 
&  CO. 

The  Chairman.  Mr.  Eddy,  you  reside  in  Chicago  ? 

Mr.  Eddy.  I  do;  sir. 

The  Chairman.  And  you  represent  Marshall  Field  &  Co.  ? 

Mr.  Eddy.  I  am  on  the  managing  staff  of  Marshall  Field  &  Co. 

The  Chairman.  Will  you  state  concisely  to  the  committee  yi 
views  on  the  subject  of  iunerican  valuation  ? 

Mr.  Eddy.  1  might  preface  my  remarks  by  stating  that  we  api 
rather  in  a  dual  role,  as  we  are  large  domestic  manufacturers  as  well  ux] 
heavy  importers.     We  have  manufacturing  plants  in  seven  differeot  n 
States  of  the  Union. 

Senator  Watson.  Have  you  manufacturing  plants  abroad  alsof 

Mr.  Eddy.  We  have  none  abroad.     We  buy  in  the  open  market: 
abroad. 

Senator  Smoot.  Your  importation  business,  however,  is  the  main' 


part  of  vour  business  < 
Mr.  Kddy. 


Not  at  all.     Our  manufacturing  is  several  times  our. 
imports. 

Senator  Smoot.  What  kind  or  class  of  goods  are  you  making  i 

Mr.  Eddy.  Wo  are  making  muslin  underwear,  silks,  rugs,  various 
kinds  of  cotton  goods,  ginghams,  domestics,  sheets,  pillows,  pilloW 
cases,  bed  spreads,  towels,  knitting  cotton,  laces,  lace  curtains,  etc. 

Senator  Smoot.  Do  you  manufacture  the  article  that  makes  th© 
pillow  cases  ? 

Mr.  Eddy.  Yes;  we  spin  and  manufacture  from  the  raw  cotton  is% 
our  southern  mills. 

The  Chairman.  How  many  States  are  your  manufacturing  plants 
located  in  if 

Mr.  Eddy.  They  are  located  in  seven  States. 

The  Chairman,  (.-an  you  state  some  of  the  principal  States   in 
which  you  are  located  ? 

Mr.  Eddy.  Yes:  New  York,  New  Jersey,  Pennsylvania,  Virginia, 
North  Carolina,  Indiana,  and  llUnois. 
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The  Chaikman.  Now,  will  you  go  on  in  your  own  way  and  state 
>iir  views  on  this  American  valuation  system  ? 
Mr.  Eddy.  In  considering  this  question  I  divide  section  402  into 
v^o  parts,  the  first  referring  to  comparable  and  competitive  goods  of 
le  United  States.  It  is  an  essential  and  necessary  part  of  our  busi- 
ess  that  we  sell  for  futiu^e  deUvery,  our  goods  being  sold  in  the 
^rin^  for  delivery  in  the  late  stmmier  and  fall. 

So  far  as  our  foreign  business  is  concerned,  our  bu^p^ers  go  to  Europe, 
nd  under  the  proposed  plan  we  see  no  way  of  buying  in.the  market 
rith  any  degree  of  certainty  as  to  what  our  costs  woiiU  be  when  they 
rould  ie  determined  by  the  wholesale  price  in  this  country  of  some  * 
;oods  of  which  we  may  have  no  knomedge,  and  these  costs  to  be 
letermined  upon  a  factor  of  that  kind  when  we  are  sellmg  our  ^oods 
Q  advance  of  the  arrival  of  the  merchandise  here.  We  can  not  Know 
he  amount  of  duty  nor  our  costs  until  the  ^oods  actually  arrive  and  * 
>ass  through  the  customhouse  under  this  plan. 

We  feel  pretty  strongly  that  such  imports  as  misht  come  under' 
:his  class  would  he  very  lai^ely  reduced,  if  not  wiped  out  altogether. 
I  would  further  say  that  if  we  could  import  any  under  these  condi- 
tions, it  would  be  necessary  to  protect  our  interests  to  practically  ^ 
protest  or  appeal  upon  every  item  that  was  valued  on  this  basis. 
Senator  Watson.  Are  any  of  your  imports  on  the  free  listf 
Mr.  Eddt.  We  have  only  jute  bin-lap.    That  has  been  on  the  free* 
list.     Perhaps  the  most  serious  objection  from  our  standpoint  is  to 
the  second  part  of  section  402.    This  section  apparently  covers  com*- . 
modities  wnich  are  not  comparable  or  competitive  with  domestic 
products.    Under  this  portion  of  the  section  as  drawn  the  way  would 
oe  open  to  foreign  manufacturers  to  close  their  markets  abroad  to 
purcnas^^  like  ourselves  shipping  their  ffoods  to  a  selling  agent  in 
this  country  who,  by  fixing  his  pnce  for  sde,  would  practically  deter- 
mine the  amount  of  duty  assessable  upon  his  article.     The  foreign 
manufacturer  will  have  lus  foreign  mill  profit  together  with  a  profit 
in  this  country  over  his  selling  expenses  and  still  control  the  market! 
These  profits  instead  of  coming  into  the  hands  of  the  American  mer- 
chants will  go  abroad. 

All  previous  tariff  acts  have  had  this  feature  of  consigned  mer- 
chandise in  mind,  and  I  think  that  the  section  as  drawn  will  largely 
nullify  anything  that  Congress  has  done  and  the  work  of  the  Treas-. 
ury  officials  in  protecting  our  industries  here  against  such  competi- 
tion. 

The  Chairman.  Did  you  present  these  views  to  the  Ways  and 
Me&Ds  Committee  of  the  House  ? 

Mr.  Eddt.  Substantially  so;  ye«,  sir. 

The  Chairman.  Well,  it  apparently  failed  to  make  an  impression 
on  them. 

Mr.  Eddy.  It  apparently  did ;  yes,  sir. 

Senator  McLean.  Do  vou  import  articles  which  compete  with  the 
articles  which  vou  manufacture  f 

Mr.  Eddy,  fn  some  degree.  We  largely  are  manufacturing  staple 
Mtides,  although  we  do  import  some— nandkerchiefs,  bedspreads, 
some  muslin  unaerwear. 

Senator  McLean.  Are  these  fairly  comparable  with  the  articles 
that  you  produce? 
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Mr.  Eddy.  Not  entirely  so. 

Senator  McLean.  Most  of  your  importations  are  noncompetiti 
goods,  are  they  not? 

Senator  Watson.  That  is,  noncompetitiYe  with  what  they 
in  this  country  i 

Senator  MoIjBan.  Yes. 

Mr.  Eddy.  With  what  we  make,  or  what  others  maket 

Senator  McLban.  What  you  make. 

Mr.  Eddy.  In  a  lawe  measure;  yes,  sir. 

Senator  McIiEAN.  Can  you  give  the  committee  any  idea  of  the 
centage  of  your  foreign  importations  oompared  with  your  toloi^ 
annud  turnover? 

Mr.  Eddy.  Would  you  darify  that  qiiestion  ? 

Senator  McLean.  What  perecntage  of  your  annyai  turnover  of 
gbods  do  you  import  1 

Mr.  Eddy.  Bo  you  mean  by  that  the  foreign  value  or  the  landed 
value? 

Senator  McLean.  Well,  either. 

Mr.  Eddy.  You  would  have  to  take  the  laikled  value,  because  that 
is  our  cost. 

Senator  McLeak.  Take  either  one. 

Mr.  Eddy.  Around  10  per  cent,  ranging  from  10  to  15  per  cent  in 
different  years. 

Senator  McLean.  So  that  you  mamif  acture  here  90  per  cent  of 
your  sales? 

Mr.  Eddy.  WeU«  we  are  buying  in  the  open  market  ss  well  aa  man- 
ufacturing. 

Senator  McLban.  Goods  that  are  produced  in  this  country  i 

Mr.  Eddy.  We  are  buying  in  the  open  market  in  those,  too* 

The  CuAiEMAN.  Do  you  bring  much  stuff  over  here  by  the  post ' 

Mr,  EiH>Y.  Probably  not  as  much,  Soiator,  as  maay  otasrs  do. 
because  we  have  our  established  offices  abroad,  and  they  look  af ier 
the  consolidation  of  shipments,  so  thai  we  probably  nave  a  Icaa 
amount  of  that  than  many  other  people. 

Senator  McLean.  I  suppose  tne  articles  you  manufacture  faetv 
come  in  competition  with  foreign  goocb  t 

Mr.  Eddy.  In  a  measure  Ihoy  do;  chat  is  the  general  class  of  com* 
petition. 

The  Chairman.  Have  you  any  amendnKtits  to  suggest  to  this 
part  of  the  bilK  or  do  vou  object  to  the  whole  proposition  I 

Mr.  Eddy.  1  have  a  lit  tie  mor^  to  add.  Senator,  if  I  may. 

The  Chauuiax.  Go  on. 

Mr.  Eddy.  While  we  all  believe  in  a  fair  measure  of  protection  for 
American  industries,  and  we  an*  satistietl  with  any  ffomonsble  rates 
that  may  be  tixeil.  proviiltxl  thov  are  lovit\l  in  a  clear,  stimig^t* 
forward  way,  we  feel  that  tlie  bill  as  drawn  meets  neither  requirt^ 
m«iit^ 

For  the  information  of  tho  cv^mtuitt^H^  we  have  selected  a  nun&ber 
of  imported  articles  in  tiie  stateuu^it  1  wisii  to  submit  herewiili. 

I  took  ai  random  a  number  i^  items  wuu  ti  wo  are  importing,  show* 
ing  the  rate  and  amount  of  duty  mi;uh  me  are  paying  tmder  the 
present  law,  our  lande«l  eo^t  and  iHir  s«^ai^^  nrti^.  Then  we  hare 
taken  the  ad  valorem  ratc«  which  the  now  hAi  provides  and  figw^ 
them  upon  our  whoT       >  selling  prtiv.  w  l.u !;  is  a  n^asiuiable  compcti* 


TABIFF — ^AMERIOAK  VAIiTJATIONS.  ,>!l31 

price  in  the  open  market,  and  have  found  the  amount  of  duty 
..:^sess&ble  upon  these  articles  by  that  means.  Then  we  have  esti- 
^r^ated  the  amoimt  which  we  would  have  to  sell  these  articles  for  to 
>:iro<lace  the  same  profit  to  ourselves  and  pay  the  duty  as  under  the 
F'ordiiey  bill.  In  another  column  we  have  figured  out  the  precentage 
>^<:juivalent  of  these  amounts  of  duty  to  the  foreign  value. 

Senator  Smoot.  Will  you  put  that  fuU  statement  in  the  record  ? 

Mx.  EiDi>Y.  I  wiU  file  it  in  the  record. 

(The  statement  above  referred  to  is  as  follows:) 
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Senator  Watson.  Will  you  give  two  or  three  illustrations  from 
that  statement? 

Mr.  Eddy.  They  vary  from  65  per  cent,  which  is  the  percentage 
that  this  new  law  would  bear  to  the  foreign  cost,  to  177  per  cent. 
The  Chairman.  Name  a  few  of  the  staples. 
Mr.  Eddy.  French  leather  gloves  woula  rmi  about  100  per  cent. 
Senator.  Reed.  What  do  you  mean  by  that,  100  per  cent  above  the 
present  tariff  ? 

Mr.  Eddy.  No;  100  per  cent  of  the  foreign  cost,  the  price  that  we 
would  pay  abroad.  Cotton  hosiery,  one  item  110  per  cent;  another 
item  115  per  cent. 

Senator  Watson.  You  said  you  had  there  for  1909  and  1913  the 
tariff  you  now  pay? 

The  Chairman.  Do  you  consider  the  hosiery  rate  too  high  ? 
Mr.  Eddy.  As  fixed  undei^  this  bill  it  is  110  to  115  per  cent.     I 
would  say  that  would  be  too  high. 

Senator  Smoot.  Is  that  on  the  foreign  value  ?  . 

Mr.  Eddy.  Yes,  sir. 

Senator  Smoot.  Added  to  that  would  be  the  freight 

Mr.  Eddy.  No;  I  am  just  comparing  the  amounts  of  duty.    That 
is  merely  a  comparison  of  the  amounts  of  duty. 

Senator  Smoot.  Then,  you  have  to  take  out  of  that  the  freight 
and  the  expense  of  selhng,  and  so  forth  ? 

^Ir.  Eddy.  On  leather  gloves,  on  which  we  paid  S2  a  dozen,  wa 

would  have  to  pay  $14.60,  raising  our  price  from  S22.d0  to  $39.    On 

another  item,  on  which  we  pay  $2  a  aozen  now,  we  would  then  be 

called  upon  to  pay  $15.75  and  to  raise  our  price  from  $24  to  $42. 

Senator  Reed.  What  is  that  item  ? 

Mr.  Eddy.  Leather  gloves.  On  cotton  hosiery,  one  item  the  duty 
would  amount  to  $1.22  under  the  present  law,  under  the  proposed 
law  $2.80;  and  we  would  have  to  advance  our  price  from  $6  to  $8  a 
dozen.  On  another  item  of  hosiery  the  duty  would  amount  to  92 
cents  a  dozen  and  imder  the  proposed  law  $2.10,  and  we  would  have 
to  advance  our  price  from  $4.50  to  $6  a  dozen. 

Senator  Reed.  Now,  wait  a  minute.  Will  you  tell  me  why,  if  the 
duty  is  advanced  from  92  cents  to  $2.10,  you  have  to  advance  your 
price  to  from  $4.50  to  $6  ? 

Mr.  Eddy.  Well,  we  are  paying  $1.18  more  duty,  and  we  are  figur- 
ing the  same  percentage  of  profit  on  the  investment  as  we  figured 
before. 
Senator  Reed.  But  how  do  you  get  it  then  ? 
Mr.  Eddy.  I  do  not  understand  you.  Senator. 
Senator  Reed.  Mav  I  have  that  paper  to  use  for  a  moment  ?    I 
take  now  the  item  of  leather  gloves.    1  am  going  to  read  this,  with 
the  permission    of    the    committee.      '^  Leather   gloves,    women's. 
Country,  France.     Fes."     What  does  that  mean  ? 
Mr.  Eddy.  Francs. 

Senator  Reed.  ^'Foreign  cost,  202  francs  per  dozen.     Duty  $2. 
Landed  cost  $17."     Now,  that  means  that  these  gloves  cost  you 
landed  in  this  country  $17  a  dozen,  does  it  not? 
Mr.  Eddy.  Yes,  sir. 

Senator  Reed.  I  continue  reading:  ^'Present  selUng  price  $22.50." 
That  means  that  you  would  sell  those  gloves,  which  cost  you  landed 
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here  $17^,  for  <22.50,  3Sid  you  make  a  fitofit  oT  95^.    l^e  wenr  ifaitf  1 
is  37^  per  cent  figured  on  the  $22.50,  and  you  carry  th&t  oat* mt^l^MA 

Senator  Sai oor.  It  is  not  that. 

Mr.  Bddy.  It  is  35  per  cent  duty. 

Senator  Smoot.  That  would  be  S7.72  as  the  duty. 

Senator  Bb£d.  You  have  carried  it  out  hesre  as  $14.60. 

Mr.  £ddy.  I  con  not  ramember  the  tariff,  :bilt  there  iB  a  piutMLonl 
in  there  for  certain  specific  rates  of  duty,  but  not  less  than  37-^.  I' 
can  not  exdiain  that  to  you  without  ohemdng  up  the  items. 

Senator  :Resd.  Well,  you  can  rwy  Teadily  see  thflt  37^  :pear  oem 
duty  figured  on  $22.50  will  not  give  you  $14.60.  We  Tim  into  ft 
mwifeS  mistake  in  figures,  it  seems  to  me. 

Senator  Smoot.  That  is  only  a  mistake  of  100  per  «ent,  bat  tfast 
is  not  as  much  as  the  balance  of  it. 

Senator  Used.  There  may  be  eome  other  duty  to  addiniliere,  but. 
if  so,  it  is  not  shown  in  the  table. 

Mr.  Eddt.  It  is  not  shown  in  the  taUe  hece.  That  le  Tij^t,  Seuft- 
tor;  that  would  figure  out  around  50  per  cent  duty  on  the  glovw. 

Senator  Rebd.  Mr.  Chaimuin,  I  bc^  to  suggest  that  before  this  table 
goes  into  the  record  the  witness  be  permitteoto  stand  aside  and  check 
up  his  statement  so  that  he  can  speak  to  vb  with  aocuracy,  because  i 
find  that  in  these  hearings  the  value  is  laigely  lost,  owmg  to  the  fact 
that  we  get  a  lot  of  things  mixed  up  and  have  a  lot  of  eroaB^exaniini' 
tion  instead  of  clear  statements. 

The  CiiAiRMAK.  I  thfaik  in  reading  the  xecord  the  last  10  minutes 
of  this  hearing  would  be  quite  confiuin^. 

Senat4>r  Suoot.  Not  nearly  as  oonfusmg  as  the  figures  presented. 

The  Chairman.  I  have  no  doubt  of  that. 

Senator  McLran.  Are  Uiese  articles  which  you  are  calling  attention 
to  articles  which  you  imported  t 

Mr,  KnDY.  Yes,  sir. 

The  (^f AIRMAN.  Do  you  produce  any  of  them  in  this  ooantrv 
yinir^elf  ♦ 

Mr.  Knnv,  Not  these  articles. 

The  Chairman.  Then  you  s^peak  as  an  importer  in  this  matter? 

Mr.  Knnr.  On  this  particular  thine*  y«6:  sir. 

Sonativ  SMiX>T.  Tliiji  table  simply  snows  this :  That  for  the  addition- 
al tariff  that  ho  s^^eaks  of  here*  -and  he  claims  it  to  be  $22.50  as  the 
i^liiur  pri^^e  on  a<H\^unt  of  the  acidiuonal  tariff — it  is  to  be  sold  for 
$39.  ^  1\\M  is  H  ditToHMioo  of  $U>.r>0.  and  the  tariff  is  $7.72. 

Mr.  KnuY.  That  is  an  e$tim«teii  tiiniw.  It  would  foUowanj  tariff. 
and  the  t<iriff  >\o\iUl  follow  hU  the  war  t)m>u^  and  tlie  eelling  price 
a$  wvlK 

If  the  duly  is  ohanjcvs!.  tho  s<^nii\s;  pr^oe  would  change  ako,  becao^ 
this  is  merely  an  cstimai<^. 

The  i^URMAN,  WouKi  u  not  Ih>  «  c^xvi  idea  fi»r  Ttm  to  take  these 
figtirvs  and  rov.>o  thorn  and  ap}v,sr  K:\^rt^  tho  ix^mmittee  later ^ 

"Mr  KnoY.  I  shvMiul  hko  to  Hi^|>t>ar  b<»:\^n^  tno  i^^inimitee  again  thi- 
ef tonnmn,  tf  pi*5S4Klt> 

SouAtor  Kkvi^  Whon  yvii  o^  lo  nn;^-  :l;t^  t^h.o  1  hep  to  sofp^ 
that  yvni  bn;.c  V**^ k  '. .»o  .^^.^  ;..;*»  ^.;!;  \,ni 

Thei>i.\niMAN  \\  has  tHsr.  \>f\i<^r«sa  to  So  pnv.ied  in  the  not*-? 
The  fvHiinciitttv  wili  bo  m  s>os-hm\  wwu  S  o  c:*-*'k  tnis  afMmoon.  Mr. 
Evidy,  and  if  Vv  u  wiU  oonu  h,**.  k  >x  ,/:\  \  o;;r  o*;*  .n  *v\  arat^  shape  we 
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hall  be  glad  to  hear  you.  Have  you  any  further  statement  to  make 
o  the  committee  now  ? 

Mr.  Eddy,  Yes.  Senator^  I  have  a  statement  showing  the  foreign 
urices  of  imported  commodities,  the  price  which  we  paid  in  1914  and 
imilar  geoos  imported  in  the  fall  of  1020  and  1921,  the  first  reduced 
>y  the  normal  rates  of  exchange  and  the  second  reduced  by  the  current 
•ates  of  exchange,  which  wilfshow  the  change  in  the  level  of  prices. 

Senator  MclJiA:^f .  Data  from  what  countries  ? 

Mr.  £ddy.  They  are  from  France,  England,  Germany,  Japan, 
Switzerland;  all  countries. 

The  Chairman.  Do  you  desire  to  have  that  printed  in  the  record  ? 

Mr.  Eddy.  Yes,  sir. 

The  Chairman.  It  will  be  printed  then. 

(The  statement  above  referred  to  is  as  f oUows :) 


Depsrtr 


3 

4 


4 

4 

4 
lo 
15 
13 
15 
15 
15 
lo 
15 
19 

16 
16 

16 
16 

16 
IS 
\^ 
I* 
18 
18 
1» 
18 
19 

19 

19 

19 

19 
19 

19 

19 

19 

21 

21 
21 
21 


Descrtptioii* 


Wool  crfipe,  43  inches 

SOk  fabilcs,  ^  millimetors 

(36in6hes). 
SOk  fabrics,  4^  miliimeters 

(27  inches). 
Cotton  yelveteen,  44  inches 
Cotton  velveteen,  27  Inches 
Cotton  velveteen,  24  inches 

C<Atonhose 

....do 


Country. 


— do 

— do 

Wocrfhose 

litdies'    cotton    chainois 

snede  gloves. 

....do , 

Ledies'  cotton  lisle  suede 

gloves. 

Lftdies,  cottmi  lisle  ch&- 
moiaette  gloves, 
do 


Unen  damask.  73-inch 

Unen  cloths  ^4 

linen  napkins  22/22 

Plain  linen,  d6-inch 

Linen  damask 

Linen  napJdns 

Unen  crash , 

Ladies'  Jamb   shoes,   16 

button,  overseam. 
Ladies,  real  kid,  2  ciaQ>s, 

overseam. 
....do 


— do 

Ladies'  real  Idd,  2  clasps, 

pique. 

.....do......... 

Ladies'  real  kid,S-button, 

overseam. 
Ladies' real  kid,  12-button, 

overseam. 
Ladies*  real  kid,  16-button, 

overseam. 
Ladles'  real  kid,  20-batton, 

overseam. 
Watches 


>  »  «  •  ■  UU  m  m  »  •  «  1 

....do 

Pearl  beads. 


France. 
Japan... 

...do.. .. 

En'^nd 

...do 

...do 

Qennany 
...do... 


...do 

...do 

...do 

England 

...do 

...do.... 
Germanv 


.do. 
.do. 

.do. 
.do. 

.do. 


England 

...do 

...dOk..... 

V  m  •VH/*  •  ■  *   • 

...do 

..jdo 

...do 


Germany 

...do..... 

France. 

...do 

...do 


1914 


..do.... 
. .  .^0..... 


...do..... 

...do 

,..do 

Switz- 
erland. 
>..do..... 
...do..... 
France. . 


Foreign 
price. 


1.67  francs... 
9.10  yeni 

8.80  yen 

48. 9d 

3s.  4d 

2s.  Jd 

8.40  marks. . 
8.80  marks.. 
6.20 marks. . 
8.40  marks.. 
5.60  marks.. 

15s.  6d 

10s.  6d 

12s.  8d 

5marks 

8.75  marks... 
5.50  marks... 

9  marks 

4.75  marks... 

9.40  marks... 

2s.  9 

3s. 

«8.3 

9Jd 

2s.  Id 

3s.  9d 

4jd 

50  marks... 

24  marks... 

35.25  francs. 
40  francs... 
40  francs... 

47.50  francs. 
60  francs . . . 

60  francs... 

89  francs... 

101  francs. . 

11.80  francs. 

16.25  francs. 
32.25  francs. 
11.40  francs. 


Rate. 


Per 

cent, 

0.193 

.50 

.50 

4.86 

4.86 

4.86 

.24 

.24 

.24 

.24 

.24 

4.86 

4.86 

4.86 

.24 

.24 
.24 

.24 
.24 

.24 
4.86 

4.86 
4. -86 
4.86 
4.j« 
4.86 
4.86 
.24 

.24 

.193 
.193 
.193 

.193 
.193 

.103 

.193 

.193 

.193 

.193 
.193 
.193 


Dol- 
lars. 


0.32i 
4.55 

4.40 

L15i 
.81 
.49} 
2.02 
2.11 
1.49 
2.02 
1.34 
3.77 
2.55 
3.08 
1.20 

2.10 
1.32 

2.16 
1.14 

2.26 
.68 

.78 
1.5S2 

.18} 

!9u 

.05^ 
12 

6.76 

6.80 
7.72 
7.72 

9.17 
9.65 

11.58 

17.18 

19.49 

2.28 

3.14 
6.22 
2.20 


1920-21 


Foreign 
price. 


19.26  francs.. 
10.30  yen 

11.40  yen 

Us.  2d 

5s.7*d 

6s.  2d 

195  marks... 
225  marks... 
220  marks... 
290  marks... 
195  marks... 

41s.  6d 

29s 

3Qs.9d 

160  marks... 

350  marks... 
160  marks... 

350  marks... 
225  marks... 

400  marks . . . 

9s.  4d 

15s.  6d 

20s.  2d 

19id 

8s.  5d 

13s.  3d 

lOid 

1,424  marks.. 

^OOmarks... 

280  francs... 
303  francs... 
811  francs... 

370  francs . . . 
420 francs. .. 

503  francs... 

603  francs... 

813  francs... 

24.50  francs.. 

28.75  francs.. 
48.50  francs. . 
20.80  francs.. 


Rate. 


.OH 
3.75 
3.75 
8.75 
3.75 
3.75 
3,75 
3.75 

.015 

.016 

.065 
.065 
.065 

.065 
.065 

.005 

.065 

.065 

.16 

.16 

.16 
.065 


Dol- 
lars. 


Per 

cent. 

0.06i 

1.25i 

.50 

5.15 

.50 

5.70 

3.75 

2.09i 

3.75 

1.05^ 

3.75 

.97 

.015 

2.93 

.015 

3.38 

.105 

3.30 

.105 

4.35 

.105 

2.93 

3.75 

7.78 

3.75 

5.44 

3.75 

5.77 

.Oli 

2.40 

.01^ 

5.25 

.01^ 

2.40 

.01^ 

5.25 

.OH 

3.38 

6.00 
1.75 
2.91 
3.78 

.30i 
1.68 
2.49 

.16J 
2L36 

12.00 

18.20 
19.70 
20.22 

24.05 
27. 30 

32.70 

.m20 

52.85 

3.92 

4.60 
7.76 
1.35 
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Depart- 
ment. 


Description. 


23 

23 

31-32-36 

31-32-36 

31-^-36 

31-32-36 

31-32-36 

31-a>36 

31-32<36 

31-32-36 

31-32-36 

31-32-36 

31-32-36 

31-32^ 

31-32-36 

31-3»^ 

31-32-36 

31-32-36 

33 

S3 

33 

33 

33 

33 
33 
41 
44 
44 
44 
44 

44 

46 
46 
46 

46 
46 
46 

4»J 
4B 
46 
4fi 
46 
46 
4S 
46 
46 

46 


Hair  nets,  silk 

Needles 

Cotton  lace 

do 

Wash  blonde  net,  cotton . . 

Cotton  cable  net 

Cotton  pd  lit  de  esprit  lace. 

Silk  illusion  net 

Silk  net 

Cotton  yam ,  9S/2 

Cotton  yarn,  160/2 

Lace 

■   •  •   •  •  %A^^*  ••*•••■•««   •■•«••«    m  »   i 

»  «  •  •  «  \4LV^*  «•*•«•«•■•••••■  ■•  •*« 

•     •     •     M    •  \A\#  «•••••••«••*••*••■     ■*! 

Maline  net 

Chiffon 

Chiffon  veiling 

Cotton  laoe  curtains 

k   ■   •  •   A^Awa  «••••«••■■«■•«    ■•••*■ 

Cotton  madras 

Cotton  Irish  point  curtains 

do 


Country. 


Toys 

Handkecchiefs,  linen . 

Dress  linen 

Cotton,  pearUne  lawn 
Cotton,  organdie 


-do. 


36>inch  linen  cambrics. . 

do 

38-inch  linen  cambrics. 
do 


.do. 
.do. 
.do. 
.do. 


4^inch  linen  cambrics, 
is-inch  linen  cambrics. 
39-inch  linen  cambrics. 
:v>-fnoh  sheer  linens.. . . 
:^iiich  sheer  linens. 
do 

do 


France.. 

England 

..do 

..do 

..do 

..do 

..do 

..do 

..do 

..do 

. .  .do 

France.. 

do 

...do 

.  ..do 

...do 

.  ..do 

do 

England 

...do 

...do 

...do 

Switter-. 
land. 

...do 

...do..... 


1914 


Foreign 
price. 


5.65  firancs. 

88. 6d 

7d 

7d 

7id 


4d 

8fd , 

21id 

2s.  lOld 

58.  2d 

0.075  francs. . 
0.1175  francs. 
0.04  francs. . . 
0.0765  francs. 
0.26  francs... 
0.80  francs. . . 
.0.74  francs. . . 

68. 6d 

9b 

6s  *5d. ".'!!!.'! 

5d 

11.80  francs.. 

15.50  francs.. 
15.10  francs. . 
9.75  marks. . 

71 


Rate. 


Dol- 
lars. 


.01 


1920-21 


Foreign 
price. 


Rate. 


Z99 

2.911 

2.34 


.13 


Ut 


13^... 
i:id.... 
24|d... 
4614... 
9s.  5d. 
168. 6d 
0.376 
0.385  ftancs.. 
0.19  francs. . . 
0.485  francs. . 
1.45  francs... 
3.60firaiies... 
2  JO  francs... 

178 

21s.  7d 

155. 6d 

I6id 

26.75  francs.. 

38  francs 

^.15  francs. . 
232.50  marks 
27 
2J 

IWd 

\.77trKac9... 


Mr.  Eddy.  I  would  like  also  to  just  insert  in  the  record  a  telegram 
which  was  sent  by  the  merchants  and  bankers  of  Chicago  to  thfi: 
Representative  before  the  bill  was  passed.     It  is  as  follows: 


Under  Amorican  valuation  plan  which  fonns  the  basie  of  the  Foixlnev  tariff  btl. 
H.  R.  7456,  merrhant0  can  not  determine  the  cost  of  imported  merdianoiae  prior  * 
it9  actual  arrival  and  clearance  through  the  customhouse.  Goods  can  not  b6  mid  a 
ad\*ance  of  deliver>'  without  knowledge  of  costs:  purchases  abroad  would  practicaUj 
cease,  with  consequent  loss  of  revenue  to  Government.  The  rates  provided  in  tb- 
bill  when  applied  under  the  American  \'aluation  clause  unwarrantably  increase  ^^'-* 
which  the  ci>n9umer  must  bear.  While  we  all  believe  in  a  fair  measure  of  protocti'  t 
to  American  industries,  this  bill  i?  dt^igned  solely  in  the  interest  nf  the  domMi 

Eroducer  who  fixes  the  amount  of  duties  his  competitor  is  obliged  to  mv.  It  gi^'^ 
im  absolute  control  of  the  market,  enabling  him  to  advance  prices  witSout  forvc^i 
competition.  The  American  \*aluation  plan  is  especially  unreasonable  and  unva-' 
ranted  when  Nnewed  in  the  light  of  our  rapidly  aeclining  imports.  The  rednc'i  ' 
in  our  purchasing  abroad  is  seriously  atYi^'ting  our  international  trade.  Shiprnf'-'* 
of  our  surplus  products  to  foreign  i>nin tries  is  rapidly  declining.  The  Amencar. 
valuation  plan  if  enacted  into  law  will  go  far  to  destroy  bur  foieign  trade,  for  if  vi*  i 
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not  buy  we  can  not  sell.  We  believe  that  in  the  interest  of  the  general  induetries  of 
the  countxy  and  the  consuming  pubUc  this  bill  should  be  defeated,  and  uige  you  as 
our  Representative  to  vote  against  the  measure. 

Marshall  Field  A  Co.;  Carson,  Pirie,  Scott  A  Co.;  John  V.  Farwell  Co.; 
Chas.  A.  Stevens  &  Bros.;  Mandel  Bros.;  Pitkin  &  Brooks;  Roths- 
child A  Co.;  The  Fair;  Hart,  Schaffher  &  Marx;  Albert  Pick  &  Co.; 
Gage  Bros.  &  Co.;  Montgomery  Ward  &  Co.;  Butler  Bros.;  Sears, 
Roebuck  &  Co.;  Merchants'  Ix)an  &  Trust  Co.,  bv  E.  D.  Hulbert, 
president;  Illinois  Trust  &  Savings  Bank,  by  John  J.  Mitchell,  chair- 
man; Com  Exchange  National  Bank,  by  Ernest  A.  Hamill,  president; 
National  Bank  of  the  Republic,  by  W.  T.  Fenton,  first  vice  president; 
Union  Trust  Co.,  by  F.  H.  Rawson,  president;  W.  A.  Wieboldt  &  Co.; 
E.  Iverson  &  Co.;  E.  H.  Knoop  &  Co.;  Loren  Miller  &  Co.;  Laboratory 
Biaterials  Co.;  Berghoff  Importing  Co.;  Illinois  Watch  Case  Co.;  Boston 
Store;  Lyon  &  Healy;  Irvin-Snuth  Co.  (Inc.);  Burley  &  Co.;  Jacobi, 
WiUiams  Jamieson  Co.;  D.  B.  Fisk  &  Co.;  G.  W.  Sheldon  &  Co.;  Peter 
Van  Schaak  &  Son;  A.  B.  Fielder  <fc  Sons;  Francis  T.  Simmons  &  Co.; 
Tonk  Bros.  Co.;  Wm.  Lewis  &  Son;  Worms  &  Loeb;  Morris  WooH 
Silk  Co.;  A.  L.  Randall  Co.;  Chicago  Mercantile  Co. 

Separate  telegrams  sent  to  the  following:  Martin  R.  Madden,  James  R.  Mann, 
Elliott  W.  Sproul,  John  W.  Rainey,  Adolph  J.  Sabath,  John  J.  Gorman,  M.  A. 
Michaelson,  Stanley  H.  Kunz,  Fred  A.  Britton,  Carl  R.  Chindblom,  Ira  C.  Copley, 
Charles  E.  Fuller,  John  C.  McKenzie,  and  Richard  Yates. 

The  Chairman.  Did  you  make  any  effort  to  come  to  Washington 
to  be  heard?    Did  you  or  your  associates  mentioned  in  this  tele- 
gram make  any  effort  to  come  to  Washington  to  be  heard  ? 
■Senator  La  Follette.  This    telegram    was    addressed    to    their 
Representatives. 

The  Chairman.  I  understand  that.     I  want  to  know,  Mr.  Eddy, 
whether,  in  addition  to  this  telegram,  you  made  any  effort  to  come 
here  and  appear  before  the  Ways  and  Means  Committee  ? 
Mr.  Eddy.  We  did  not  appear  at  the  hearings.     We  filed  briefs. 
Senator  Reed.  Are  you  tmough,  Mr.  Chairman  ? 
The  Chairman.  Yes. 

Senator  Reed.  When  you  bring  in  these  tables  this  afternoon, 
Mr.  Eddy,  I  wish  you  would  add  to  them  the  retail  price  at  whicjh 
you  retail  these  goods.  You  have  said  that  the  tables  state  the 
foreign  price,  the  costs  of  transportation  to  this  country  and  delivery 
to  you,  and  your  wholesale  price  which  would  give  us  your  wholesale 
profits.  Now,  I  would  like  to  have  the  retail  price  also.  You  handle 
them  in  retail  in  your  store,  do  you  not  ? 

Mr.  Eddy.  Yes,  sir;  but  I  doubt  if  I  would  be  able  to  give  them 
offhand. 

Senator  Reed.  I  am  very  curious  to  know  whether  you  could  not 
use  the  wire  and  get  us  the  retail  prices  at  which  vou  have  been  selling 
these  particular  goods.     I  am  going  to  be  frank  with  you.     I  want 
to  fina  out  some  reason  why  a  cow's  skin  sells  for  SI. 25  and  a  pair 
of  shoes  sells  for  $12  and  their  retailer  says  he  is  not  making  any 
money  and  the  wholesaler  swears  he  is  not. 
Senator  Watson.  And  the  jobber  swears  he  is  not. 
The  Chaikman.  You  pay  for  the  style  of  the  shoe,  maybe. 
Senator  Reed.  I  do  not.     I  buy  anything  I  can  get  on  my  feet. 
The  Chaibman.  Have  you  any  further  statement  to  make  to  the 
committee,  Mr.  Eddy  ? 
Mr.  Eddy.  No.  sir. 

The  Chaikman.  We  will  next  call  Mr.  Rafter,  representing  the 
Lace  and  Embroidery  Association  of  America. 
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STATEMENT  B7  MB.  JOHN  E.   EAFTEE,   34    FEVE    S' 
HEW   YORK   CIT7,    BEPSESElTTIVa   TEE   LAGS   JUTD 
BBOIDEBT  ASSOCIATION  OF  AMEBICA. 

The  Chaibaian.  What  is  your  name  ? 

Mr.  Rafter.  John  R.  Raiter. 

The  Chairman.  Are  you  an  attorney  ? 

Mr.  Rafter.  Yes,  sir. 

The  Chairman.  Do  you  represent  this  association  as  an  attomejl 

Mr.  Rafter.  Yes,  sir. 

The  Chairman.  WeU,  the  conunittee  much  prefers  to  hear 
principals  in  these  businesses. 

Senator  Smoot.  Mr.  Rafter  has  been  here  representing  them  befc 

The  Chairman.  I  know  you  have  been  here  a  number  of  times  ft 
them.     It  is  infinitely  more  forcible  with  the  committee  if  we  hai 
the  people  who  produce  the  fabrics,  but  still  I  do  not  cast  any 
flection  on  your  ability  as  an  attorney.     You  may  go  on  in  your 
way  and  state  what  you  want  to. 

Mr.  Rafter.  Mr.  Chairman  and  gentlemen,  the  Laoe  and  iBiB- 
broidery  Association  of  America  has  a  membership  which  embncei' 
40  businesses  in  New  York  City,  and  I  believe  1  outside,  in  PJuli- 
delphia. 

The  Chairman.  Excuse  me  one  moment,  Mr.  Rafter.  Do  yott 
reside  here  in  Washington  ? 

Mr.  Rafter.  No,  sir;  I  reside  in  New  York, 

The  Chairman.  There  are  a  number  of  gentlemen  here  in  their 
own  person,  and  it  seems  to  me  the  committee  ou^ht  to  hear  thaiA* 

Mr.  Rafter.  I  shall  be  very  glad  to  defer  to  anyoody. 

The  Chairman.  All  right,  if  you  will  then  defer,  or  could  you  dis- 
pense with  taking  up  the  time  of  the  committee  by  filing  a  brief  f 

Mr.  Rafter.  I  would  much  prefer,  Senator,  to  be  permitted  to 
speak  on  the  subject,  if  I  may. 

The  Chairman.  Well,  later  in  the  day  we  will  hear  you.  Is  Mr. 
R.  S.  Oliver,  representing  the  A.  B.  Ilondrik  Co.,  of  New  Havea, 
Conn.,  present?  Evidently  Mr.  Oliver  is  not  present.  We  will  no^r 
hear  Mr.  Jacob  de  Jong,  if  he  is  present. 

STATEMENT  OF  MB.  JACOB  DE  JONG,  OF  NEW  YOBK  CiTTi 
PBESIDENT  OF  THE  FLOWEBS  AND  FEATHEBS  MAITT- 
FACTUBEBS  OF  AMEBIC  A. 

The  Cilvirman.  Whom  do  you  represent,  Mr.  Jong? 

Mr.  Jong.  Mr.  Chairman,  1  ani  president  of  the  Flowers  bX^ 
Feathers  Manufacturers  of  America,  and  I  am  j)resident  of  tJ^ 
Associated  Homo  Work  Industrii^s  of  the  State  of  >»iew  York. 

Tlie  Cjiairmax.  You  are  in  the  business  yourself? 

Mr.  JoxG.  I  am  one  of  the  largest  maimfaoturers  myself,  aud 
believe  that  to  a  certain  extent  I  am  partly  responsible  for  the  cod 
dition  that  we  are  confronted  with  now.     I  mn  one  of  those  thsr 
prevail<Hl  upon  the  Ways  and  Means  Committee  to  adopt  some  means 
oy  whicli  we  American  manufacturers  could  continue  in  business. 

Tlie  CiLVLRMAX.  You  make  (lowers  and  feathers  both? 

Mr.  Jong.  Yes,  sir;  we  do.  I  advocated  several  pronositions  ii 
the  emergency  bill.     After  careful  study  I  knew  of  no  otner  methoc 
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:>y  which  conditions  that  prevailed  throughout  the  world  to-dav  could 
[)e  remedied,  as  far  as  domestic  industry  is  concerned;  except  through 
levying  duty  on  the  real  value  of  any  article  imported. 

I  a£xiit  that,  to  a  certain  extent,  the  method  of  assessing  ad 
valcMrem  duty  on  American  valuation  offers  and  presents  obstacles 
and  difficulties.     We  all  realize  that.     But  I  believe  that  if  that 
method  had  been  in  operation  for  a  hundred  years,  or  since  our  pres- 
ent m^ethod  is  in  operation,  it  would  be  more  perfect  and  answ^  its 
purpose  better  then  our  present  systomt,  because  under  the  system 
of  assessing  ad  valorem  duties  on  foreign  valuation  our  entire  present 
tariff  laws  are  nuUified,  because  there  is  not  such  a  thing  from  any 
appraiser  or  any  customhouse  official  to  base  on  any  merchandise 
that  ccMnes  from  Genaany  or  Gzeehoslovakia,  as  far  as  ite  home 
valuation  is  concerned.    In  the  first  place,  the  currency  in  that 
country  that  produces  commodities  and  necessities  has  a  greater 
power  to  proauee  those  commodities  and  necessities  than  if  you 
translate  *tnat  currency  into  American^  or  world  standards,  and  yet 
you  have  to  compete  with  it. 

I  am  surpriaed^.  Mr.  Chairman,  that  men  in  important  concerns  in 
this  country,  such  aa  Marshall  Field  &  €0.,  send  representatives  here, 
although,  on  their  own  admission,  they  import  but  10  per  cent  of  the 
articles  in  which  they  deal.    Then  we  mu»t  assume  that  90  per  cent 
constitutes  domestic  goods.    What  motive  ov  object  can  they  have 
for  the  sake  of  getting  a  lower  reduction,  on.  that  10  per  aent  to  sacri- 
fice 90  per  cent  of  uieir  business?.    Have  they  the  interest  of  the 
doaaestic  industry  at  heart?    I  have  seen  many  importers  come  here 
and  say  they  are  maiatiifacturers.    They  came  before  the  Ways  and 
Means  Conumttee  also.     I  have  in  mind  a  concern  whose  principal 
business  is  importixig  and  who  are  iiikterested  in  factories  in  Germany 
and  all  over,  and  who  were  opposed  to  this  method. 
Senator  Rbbi>.  Opposed  to  which  method  ? 
Mr.  Jong.  The  American  valuation  system. 

Senator  Ebed.  What  is  the  name  of  that  conoem  who  is  interested 
in  factories  in  Germany  that  appeared  before  the  Ways  aad  Means 
Committee? 
Mr.  JoNo.  Who  is  vitally  interested  in  the  importing  business  ? 
Scmator  Besd.  No  ;  who  waa  before  the  Ways  and  Means  Committee 
and  who  has  factories  in  Geninany  and  all  over,  as  you  said  } 

Mr.  J0N6.  The  firm  of  George  Borgfeld  &  Co.,  of  which  Mr.  Doherty 
was  formerly  a  customs  inspector  and  a  United  States  ofi^cial,  and 
who  is  now  in  their  employ,  is  one  of  those  firms  that  are  bitterly 
%hting  American  valuation. 

Senator  Rxed.  Have  they  factories  in  Germany  and  in  other  for- 
eign eountriea? 

Air.  JoNO.  It  IS  my  belief,  from  the  information  that  I  have,  that 
that  firm  is  directiv  or  indirectly  interested  in  factories  in  Germany. 
Senator  Rb£X>*  lou  made  a  positive  assertion  a  few  minutes  ago. 
Now  you  say  that  your  belief  is  that  they  are  directly  or  indirectly 
interested.  That  is  quite  a  different  statement.  Upon  what  do  you 
hase  your  belief  ? 

Mr.  Jong.  I  have  transacted  business  with  them,  and  they  have 
told  me  that  they  controlled  certain  products  made  in  Germany,  and 
that  1  could  buy  them  cheaper  there  than  anywhere  else. 
Senator  Beed.  From  them  ? 
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Mr.  Jong.  Yes. 

Senator  Reed.  It  is  a  common  thing  for  men  in  trade  to  claim  that 
they  have  some  advantage  and  can  give  their  customers  som^ 
advantage. 

Mr.  Jong.  I  think  I  have  seen  factories  in  Germany  with  the  firm 
name  of  George  Borgfeld  &  Co.  on  them. 

Senator  Reed.  I  move  that  we  call  this  firm  in  here  and  settle  this 
question. 

Mr.  Jong.  Mr.  Doherty  is  here. 

vSenator  Watson.  I  thmk  we  would  get  at  the  facts  better  if  instead 
of  striking  at  somebody  else  this  witness  would  go  on  and  give  the 
reasons  he  is  opposed  to  this  measure. 

The  Chairman.  Let  the  witness  make  his  statement  and  make  it 
brief.  Let  him  state  what  his  views  are  and  then  we  will  proceed 
with  some  one  else. 

Mr.  Jong.  The  proposition  that  confronts  us  now  and  confronts 
the  Senate  conunittee  is  the  adoption  of  the  method  of  American 
valuation  in  the  assessment  of  dnties.  I  realize  that  unless  voor 
conmiittee  can  agree  or  unless  the  Senate  can  agree  upon  that  metho<l. 
there  will  not  be  any  tariff  bill,  because  all  the  schedules  are  based 
on  the  principle  of  American  valuation.  We  manufacturers  naturally 
realize  that.  It  is  a  question  then  for  us  to  see  whether  the  American 
valuation  is  such  a  tremendous  detriment  or  is  such  a  bugaboo  or 
dangerous  experiment  that  this  country  dare  not  put  it  in  operation. 

In  my  country  where  I  was  bom — and  I  was  bom  in  Holland— 
the  system  of  assessing  ad  valorem  duties  has  always  been  under 
value  in  Holland  itself,  and  it  has  always  worked  satisfactorily.  To 
mv  mind  I  know  of  no  reason  why  we  can  not  ascertain  the  American 
wholesale  market  values  as  easily  as  we  can  ascertain  the  foreign 
market  values  throughout  the  world  without  having  the  people  to 
ascertain  them.  There  are  but  six  men  connected  with  the  Treasury 
Department  scattered  throughout  the  world,  and  but  one  in  Germany 
ana  one  in  Japan.  How  can  we  possibly  ascertain  the  home  market 
value  in  these  countries  ? 

The  Chairman.  We  are  talking  of  putting  25  men  on  that  work. 

Mr.  Jong.  That  would  not  make  any  difference.  If  you  put  5(M) 
men  in  Germany  I  do  not  think  you  could  ascertain  the  market 
values  of  all  products  that  Germany  ships  here.  I  have  in  mind  an 
article  that  1  want  to  show  this  committee.  Here  is  an  artificial 
flower  that  is  shipped  from  Germany  at  40  marks  a  dozen.  That  i? 
about  50  cents  a  dozen.  They  are  not  shipped  in  single  dozens,  but 
thousands  and  tens  of  thousands  of  dozens.  That  is  the  manufac- 
turer's price  which  he  arranges  with  the  importer.  What  is  the 
German  wholesale  value  of  this  article  when  the  material  actually 
in  this  particular  article  costs  in  Germany  more  than  that  price? 
If  you  do  not  figure  the  cost  of  labor  in  Germany  at  all,  even  tnougb 
it  IS  practically  so  small  that  it  does  not  figure  so  much  in  the  cos^t 
of  production,  the  material  actually  used  in  this  article  costs  more 
than  the  German  price  made  to  the  American  importer,  becaui^e 
they  have  been  accumulated  during  the  war.  Their  people  have 
made  them  their  special  business.  A  new  method  has  sprung  up 
in  Germany.    They  are  going  to  conquer  the  American  market. 

The  Chairman.  Are  those  flowers  made  in  the  homes  t 
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Mr.  Jong.  They  are  all  made  in  the  homes  and  hy  children.  I 
m  president  of  tne  Associated  Home  Work  Industry  of  the  State  of 
few  York.  We  have  endeavored  to  cut  out  all  child  labor  in  our 
ndustries  in  New  York,  because  there  is  no  such  thing,  as  we  would 
lave  to  state  it  in  the  invoices. 

Senator  Watson.  Do  you  know  what  the  raw  material  in  that 
iTticle  costs  you  ? 

Mr.  JoNO.  As  a  manufacturer  I  could  figure  out  to  the  slightest 
ietail  the  cost  of  the  raw  material. 

Senator  Watson.  I  want  to  know  how  you  know  what  the  raw 
naterial'  in  that  article  costs  in  Germany  ? 

Mr.  Jong.  Because  I  import  some  of  the  raw  material  from  Ger- 
many. 

Senator  Watson.  You  say  that  the  raw  material  in  that  costs 

more  than 

Mr.  JoNQ.  It  costs  more  than  the  price. 
Senator  Watson.  In  other  words,  they  are  selling  at  a  loss  ? 
Mr.  Jong.  They  are  selling  below  the  cost  of  even  the  raw  material. 
Senator  Reeb.  That  is  to  say,  that  a  man  takes  raw  material  that 
costs  a  certain  amoimt  and  puts  an  infinite  amount  of  labor  on  it 
and  then  sells  it  for  less  than  the  raw  material  before  he  touched  it  ? 
That  is  what  you  mean  to  say  ? 

Mr.  Jong.  I  mean  to  say  that  this  material  has  been  made  up  in 
Germany  during  the  years  of  war  by  the  women  and  children.  It 
has  been  accmnulated  in  enormous  quantities. 

The  Chaisman.  They  are  sending  us  their  accumulated  stock  ? 
Mr.  Jong.  They  are.  All  countnes  with  which  Germany  hereto- 
loriB  did  business  have  prohibited  the  importation  of  this  article. 
France  has  done  so.  Finland  has  put  a  duty  on  it  of  14,000  marks  a 
kilo.  Every  country  has  prohibited  this  because  it  would  drive  out 
this  indastiy,  except  this  country.     While  all  statistics  are  not  proof 

of  the  actual  facts 

The  Chairman.  Let  me  interrupt  you.     Would  the  duty  we  have 
in  the  House  bill  keep  this  fabric  out  of  the  country  ? 

Mr.  Jong.  The  duty  of  the  House  bill  based  upon  American  valu- 
ation?   This  would  in  no  case,  to  my  mind,  prevent  the  importation 
of  those  goods. 
The  Chairman.  Would  it  protect  the  American  industry  ? 
Mr.  Jong.  It  would  to  the  extent  that  we  could  meet  tne  German 
manufacturer  of  this  article  in  our  own  market  on  an  equal  basis. 
The  Chairman.  How  much  protection  would  it  eive  you  ? 
Mr.  Jong.  The  protection  under  this  duty  under  tne  American 
system  of  valuation  would  naturally  nicely  conform  to  articles  which 
are  undervalued  and  which  are  not  undervalued.     When  an  article 
is  sold  m  the  American  market  at  the  legitimate  price  the  duty  would 
not  be  so  much,  but  where  it  is  sold  at  an  illegitimate  price,  where 
an  article  like  this  costs  to  produce  in  this  country  by  the  American 
wholesale  value  S4.50  a  dozen  and  the  duty  is  based  on  that,  it  will 
give  us  sufficient  protection. 

If  the  intent  and  purpose  are  that  the  American  manufacturer  can 
meet  the  foreign  competitor  in  our  own  markets  on  an  equal  basis, 
with  the  difference  which  the  tariff  could  cover  being  only  the  ad- 
vantage that  he  has  in  cheaper  labor,  the  American  manufacturer 
fears  competition  from  no  part  of  the  world.     We  are  willing  to  give 
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them  the  handicap  and  the  advantage  by  the  lower  price  that 
goods  can  be  landed  at. 

Senator  Watson.  What  percentage  would' you  have  to  put  on 
article  imported  from  Germany  to  protect  you  under  toe  exkt 
law? 

Mr.  JoNO.  I  have  a  letter  here  from  the  importer  of  that  artie)«.| 
which,  with  your  permission,  I  should  like  to  read.     It  is  a»  fi  " 

Nbw  York,  Janutpy  g4,  19S1 
Mr.  Jacob  de  Jong, 

President  Associated  Flower  and  Feather  Manufacturers  o/Ameriea, 

New  York  City. 

Dear  Sir:  By  request  of  Mr.  A.  Gerstenzang,  of  your  tariff  committee,  I  prwidl 
herewith  the  following  infonnation  to  be  used,  if  you  so  determine,  in  your  eff^fil 
to  produce  a  revision  of  the  tariff  on  our  products. 

In  Jime,  1920, 1  placed,  throu^  an  agent  abroad,  an  order  for  3,000  dozen  wtifinftl 
flower  wreaths,  samples  of  which  I  am  submitting  to  you  under  sepacate  cover:  tbt 
German  manuf actiurer  charging  me  for  these  goods  the  uniform  price  of  35  nEiArk»  p^ 
dozen  f.  o.  b.  Hamburg,  Germany.  The  market  value  of  German  marks  at  that  nc* 
was  $1.72  per  hundred  marks. 

These  goods  atrived,  and  in  October,  1920, 1  reordered  to  the  extent  ot  3,090  dourt, 
more,  but  at  the  advanced  price  of  50  marka.  The  value  of  marks  had,  however,  fy 
this  time  depreciated  to  $1.15  per  hundred,  making  the  price  as  figured  in  our  currenn 
even  cheaper  than  the  first  shipment. 

We  have  recently  received  tne  second  lot  of  merchandiBe,  and  are  now  nesotia»r 
another  order  for  10,000  dozen  more  of  the  same  wreatha  at  40  marks  pev  dosom. 

I  need  not  tell  you  that  these  goods  found  a  Viory  ready  sale  here  ia  mte  e£  th* 
recent  depression  in  business,  and  I  do  not  hesitate  to  say  that  even  if  a  auty  of  ¥> 
per  cent  were  imposed  on  this  merchandise  neither  I  nor  any  other  responsible  man*.^ 
tacturer  could  or  would  attempt  to  mAke  up  goods  to  compels  wvA  these  at  tkii 
cost. 

Very  truly,  yours, 

Isidore  Biisbo9. 

The  Chairman.  Is  this  a  large  industry  in  the  Unitad  StatoB  \ 

Mr.  JoNQ.  The  industry  in  the  United  States  before  the  war,  in 
1914,  was,  to  a  certain  extent,  limited.  Durms  the  war,  whcs 
Germany  could  not  send  these  goods  here  and  we  aid  not  get  any  d 
these  goods  from  Giermany,  it  devdoped  tremendously;  it  intreas^l 
from  a  working  force  of,  perhaps,  3,000  to  over  10,000. 

The  Chaibmax.  Where  is  it  located? 

Mr.  JoxQ.  It  is  located  in  the  city  of  New  York,  85  per  cent  d 
it.     The  output  increased  from,  perhaps,  $5,000,000  to  S2O»00O,00<). 

The  Chaikman.  Were  you  an  importer  before  the  warl 

Mr.  Jong.  I  hare  always  been  a  manufacturer  for  25  years  oC  thes^ 
articles  in  this  country,  and  the  article  here  is  an  article  that  I 
originated  in  this  countr}^.     It  is  an  American  product. 

The  Chairmaic.  There  is  no  reason  why  you  should  no!  have 
been  an  importer,  you  understand  t 

Mr.  Jong.  I  do  import  certain  goods,  but  I  am  naturally  a  manu- 
facturer, because  I  do  not  import  except  same  of  the  materials,  likt 
silks  and  other  things  I  use  in  the  manufacture  of  my  gaods«  Thtf 
class  of  goods  was  never  made  by  Germany  before  tibe  war.  Thi* 
was  taken  over  by  importers  here  and  copied  and  the  Germans  are 
now  making  these  goods  which  they  never  made  before. 

Senator  Rsed.  Before  you  get  into  that  I  want  to  ask  a  i4m  qui^ 
tions.  You  talk  pretty  fast.  I  am  goin^  to  ask  you  to  answer  toese 
questions  categorically.  This  article  which  you  Wye  shown  us  aui 
about  which  you  have  talked  so  much  is  called  what  ?  By  what 
is  it  known  ? 
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^Ir.  Jong.  An  artificial  flower  wreath. 
?>oTkator  Reed.  What  is  it  used  for  ? 
Mr.  Jong.  The  decoration  of  ladies'  and  children's  hats. 
■><?nator  Reed.  You  have   displayed   an   article.     What   is   that 
t  icle  sold  for  in  Germany  when  it  is  landed  here  ? 
Mr.  Jong.  At  the  present  rate  of  the  mark,  40  marks  a  dozen, 
irtt  would  be  in  Germany  under  the  present  rate  of  the  mark  about 
oehts. 

Senator  Reed.  This  wreath  comes  here  and  is  delivered  here  at 
>out  50  cents  a  dozen  ? 

Mr.  Jong.  It  is  delivered  here  at  the  German  price  of  that  much, 
aturally,  the  duty  has  to  be  paid. 

Senator  Reed.  That  is  duty  free.     What  is  tlie  presmt  duty  ? 
Mr.  Jong.  Sixty  per  cent. 

Senator  Reed.  So  that  the  article  would  cost  80  cents,  wonld  it? 
Mr.  Jong.  The   article  would  cost,   at  the  present  rate  of  the 
lark,  duty  paid,  and  covering  everything,  roi^hly,  about  $1.20  a 
x>zen,  incluaing  cartage,  cases,  boxing,  express,  and  so  forth. 
Senator  Reed.  $1.20  a  dozen  landed  here? 
Mr.  Jong.  Yes,  sir. 

Senator  Reed.  And  that  is  after  the  tariff  has  been  paid  ? 
Mr.  Jong.  That  is  after  the  tariff  has  been  paid. 
Senator  Reed.  Do  you  make  this  article  in  the  United  States  ? 
ilr.  Jong.  We  make  a  similar  and  comparable  article  in  competi- 
tion to  that. 
Senator  Reed.  What  do  you  sell  it  for  ?  - 

Mr.  Jong.  At  the  present  time  an  article  like  that  we  would  sell 
lor  14.50  a  dozen. 

Senator  Reed.  Are  you  selling  it  at  a  fair  and  reasonable  profit 
or  at  a  high  and  exorbitant  profit  ? 
Mr.  Jong.  We  are  selling  it  at  a  fair  and  reasonable  profits 
Senator  Reed.  How  long  a  time  have  these  German  goodsi^ — and 
1  am  speaking  now  of  this  wreath  and  similar  articles* — ^been  brought 
into  this  country  from  Gernmny? 
Mr.  Jong.  Since  the  armistice. 

Senator  Reed.  Notwithstanding  the  fact  that  these  importations 
have  been  made  at  the  price  you  state,  you  still  have  been  able  to. 
sell  vour  goods  at  a  fair  profit,  realizing  $4.50  a  dozen  for  them  ? 

Mr.  Jong.  No;  we  have  not  been  able  to  sell  our  go<)ds.  We.laid 
oil  our  hands  and  practically  closed  our  establishment. 

Senator  Reed.  But  you  could  sell  them  at  $4.50  a  doaen  and  you , 
can  not  sdl  them  at  less  than  that  ? 

Mr.  JoNo.  We  can  sell  them  at  $4.50,  but  not  if  the  importer  can 
land  them  at  $1.20.    We  can  make  a  fair  profit  of  $4.50. 
^enator  Reed.  What  do  you  call  a  fair  profit  ? 
Mr.  Jong.  Twenty  per  cent. 

Senator  Reed.  Tjien,  how  much  tariff  have  you  got  to  have  to 
njake  it  possible  for  you  to  compete  with  this  German  article  ou^  the 
Ciuropean  valuation  f  I  do  not  want  to  get  this  American  valuation 
^^  it  at  all.       V 

QMr.  Jong.  Do  you  mean  under  the  present  system  ? 
^natorRfiED.  Yes. 

«0TO--21— FT 
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Mr.  Jong.  I  see  what  you  want.    Senator,  you  naturally  realise 

Senator  Reed.  Now,  that  is  a  simple  question.  It  does  not 
require  any  argument. 

Mr.  Jong.  If  the  market  is  SI. 25,  as  it  is  to-day,  the  conditions  ar» 
different  than  if  the  market  is  $1.80. 

Senator  Reed.  I  am  going  to  treat  this  with  the  market  jus: 
exactly  where  it  was  when  we  started  out  with  this  illustration. 

Mr.  Jong.  You  mean  where  the  market  is  to-day  ? 

Senator  Rebd.  Where  the  market  was  at  the  time  you  made  thosr 
figures. 

Mr.  Jong.  And  in  order  for  us  to  compete  with  it  ? 

Senator  Reed.  Yes. 

Mr.  Jong.  The  duty  would  practically  be  the  difference.  Tak» 
S4.50,  our  selling  price,  less  20  per  cent  profit,  and  the  duty  would  b*» 
that  difference.  Or  if  you  want  to  include  the  profit,  then  the  dut} 
would  be  the  difference  with  the  profit. 

Senator  Reed.  Then,  it  would  be  the  difference  between  $4.54) 
and  50  cents  t 

Mr.  Jong.  It  would  be  the  difference  between  $4.50  and  the 
import  price  of  $1.20. 

Senator  Rbed.  But  the  $1.20  includes  the  60  per  cent  duty. 

Mr.  Jong.  The  $1.20  includes  the  50  per  cent  duty. 

Senator  Reed.  But  I  want  to  get  rid  of  the  duty.  The  article  is 
produced  in  Germany  at  50  cents. 

Mr.  Jong.  Yes, 

Senator  Reed.  We  are  not  considering  the  duty  now. 

Mr.  JoKo.  The  duty  on  that  article  would  be  400  per  cent. 

Senator  Reed.  Let  us  get  back  to  the  Question  I  am  asking.  I  do 
not  want  to  have  to  spend  days  on  it.  The  article  cost  50  cents  in 
Germany?  ^ 

Mr.  Jong.  Yes,  sir. 

Senator  Rebd.  The  freight  and  boxing  and  handling  to  land  it  in 
this  country  would  be  how  much  t 

Mr.  Jong.  Fifteen  to  twenty  per  cent. 

Senator  Reed.  Then  it  would  oe  landed  here  for  50  cents  outside 
of  any  duty.  This  German  article  that  can  be  landed  here  for  50 
cents  you  sell  for  $4.60,  and  you  want  a  tariff  that  will  enable  you  to 
get  $4.50  for  it. 

Mr.  Jong.  Yes,  sir. 

Senator  Reed.  So  you  want  a  t-ariff  on  that  article  of  S3.90,  on 
an  article  that  costs  60  cents  to  land  here. 

Mr.  Jong.  On  that  particular  article  because  that  is  not  a  legiti- 
mate article. 

Senator  Reed.  Why  is  it  not  legitimate  t 

]^Lr.  Jong.  It  can  not  be  made  in  Germany  for  that  price. 

Senator  Reed.  I  am  not  discussing  that.  * 

Mr.  Jong.  It  is  the  exception  that  paralyses  our  industry. 

Senator  Reed.  The  exception  is  the  thinsr  you  want  to  present, 
and  hence  you  want  a  tariff  high  enough  to  prevent  the  exoeptioD 
which  you  sav  will  paralyse  your  industry.  How  mudi  of  that 
ranetyof  goods  whicn  you  want  this  tariff  on  is  there  t  How  manj 
people  are  there  engasrod  in  making  it  now  in  the  United  States  t 

Mr.  Jong.  About  2iK)  manufacturers. 

Senator  Reed.  How  many  poi^ple  are  employed  mitlfing  these 
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\f  r.  Jong.  There  are  about  10,000. 
Senator  Reed.  What  are  the  ^ross  sales  ? 
Mr.  JoNO.  The  otoss  sales  of  these  200  manufacturers? 
Senator  Reed.  For  these  articles  now  that  we  are  talking  about. 
Mr.  Jong.  For  what  time?    • 

Senator  Reed.  What  are  their  gross  sales  per  year  now  ? 
Mr.  Jong.  The  gross  sales  per  jear  before  tne  (jferman  article  came 
to  competition  were  perhaps  m  the  neighborhood  of  $18,000,000. 
5>enator  Reed.  Of  this  particular  article? 
Mr.  Jong.  No;  the  entire  line  of  artificial  flowers  and  feathers. 
Senator  Reed.  But  when  you  speak  of  the  entire  line  of  artificial 
3'wers  you  are  speaking  of  things  similar  to  the  sample  you  have 
roduced  ? 

Mr.  Jong.  Everything  in  that  line. 
Senator  Reed.  There  are  10,000  people  employed  ? 
Mr.  Jong.  Ten  thousand  people.      ' 

Senator  Reed.  And  the  American  people  pay  about  $18,000,000 
A  wholesale.     Is  that  right  ? 
Mr.  Jong.  For  the  product;  yes. 

Senator  Reed.  Ana  there  are  only  10,000  people  in  it  for  $18,000,- 
)00.     How  much  do  you  pay  those  10,(>00  people  in  salaries  ? 
Mr.  Jong.  An  average  of  $22  a  week. 

Senator  Reed.  How  much  would  that  be  ?    Can  you  tell  me  ? 
Mr.  Jong.  I  did  not  brine  those  figures  with  me,  out  I  have  them, 
rhe  pay  roll  in  my  estabUshment  is  about  a  quarter  of  a  million  dol- 
lars. 

Senator  Reed.  But  your  establishment  that  you  are  talking  about 
is  not  engaged  alone  in  making  these  flowers^  is  it  ? 
Mr.  Jong.  That  is  the  only  thijog. 
Senator  Rebd.  You  pay  $22  a  week. 
Mr.  Jong.  On  an  average. 

Senator  Reed.  Does  that  include  office  pay  roll  and  everything 
else? 

Mr.  Jong.  No;  that  includes  the  actual  girl  workers.  The  floor 
leaders  get  $50  and  $60  and  $100.  The  shipping  clerks  get  $20  and 
$25.  Others  get  in  proportion.  I  am  speaking  of  the  girls  that 
actually  do  the  work.    Cullers  get  up  to  $100. 

Senator  Reed.  You  pay,  then,  on  an  average  of  about  $3.66  a 
day,  and  there  are  300  working  days  in  the  year.     Do  they  work  300 
daysl 
Mr.  Jong.  No;  thev  work  on  an  average  of  47  hours  a  week. 
Senator  Reed.  Win  you  give  me  the  wages  when  you  return  after 
recesS;  the  wages  of  these  10,000  people,  per  annum  ? 
Mr.  Jong.  Do  you  mean  before  this  class  of  goods  came  in  ? 
Senator  Reed.  Yes;  when  you  were  running  at  full  speed.    And 
I  want  to  know  the  number  of  people  employed  and  the  wages  paid 
to  them  now. 
Mr.  Jong.  All  ririit. 

The  Chairman.  The  conunittee,  under  the  program,  will  stand  ad- 
journed until  half  past  2  o'clock  this  afternoon,  when  the  other  gen- 
tlemen who  are  here  to  be  heard  will  have  an  opportunity,  I  hope. 
(Whereupon,  at  12.30  o'clock  p.  m.,  the  committee  took  a  recess 
until  2.30  o'clock  p.  m.) 
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AFTER  RECESS. 

Senator  McCumber.  Mr,  Jong,  you  may  resume  your  statemr r- 
STATEMENT  OF  MB.  JACOB  DE  JONG— Besomed. 

Mr.  Jong.  Mr,  Chairman  and  gentlemen  of  the  committee,  >ii:' 
Senator  Reed  is  not  here,  I  will  read  the  questions  as  he  put  them. 
will  go  a  further  step  according  to  the  testimony  that  has  been  pr 
sented  here.     I  understand  the  argument  has  been  made  that  $lo( 
000,000  worth  of  goods  are  imported  through  parcel  post,  and  rLt 
there  is  no  real  provision  or  method  to  assess  duties  on  them  as  th' 
come  practically  at  all  post  offices.     In  reference  to  that  I  want  : 
introduce  to  your  committee  a  circular  received  from  a  flower  mar* 
facturer  in  Germany,  which  has  been  mailed  to  thousands  of  Ameri'  t: 
merchants,  and  that  states  that  he  is  readv  to  submit  and  send  l- 
photographs  of  all  his  samples  and  sample  quantities  of  Gerni&: 
flowers, an  assortment  valued  at  1,500,000  marks,consisting  of  flow«r» 
fruit,  leaves,  etc.,  ranging  from  15  to  70  marks  a  dozen.     Fifiw 
marks  a  dozen  for  German  flowers  under  the  present  rate  of  li- 
mark  is  less  than  20  cents  a  dozen  and  less  than  2  cents  for  « a* : 
flower. 

He  states  further,  and  this  is  in  English : 

Order  your  sample  collection  to-day  and  inclose  cbeck  with  older,  and  I  eliip  all  *  ' 
goods  by  parcel  post  free  of  packing,  insurance  and  delivery  charges,  and  tberw  " 
you  do  not  need  any  broker.     By  arrival  of  the  goods  in  your  country  you  will  re-  • 
a  notice  from  the  post  office  in  your  district  saving  the  amoimt  of  duty  you  l.a^♦ 
pay,  which  is  very  little,  and  you  simply  get  your  package. 

With  that  amount  of  goods  in  our  land  coming  in  through  pan>. 
post  it  presents  a  difficulty  that  is  to  be  considered. 

Under  the  new  administrative  provisions  of  the  bill  as  paj»s<*d  r 
the  House,  there  is  a  provision  for  that.  I  will  read  it  to  you :  it  • 
section  506.     [Reading.] 

Merchandise  treated  as  not  imported.    Merchandise  not  exceeding  $100  in  vaI 
merchandise  damaged  by  fire  or  marine  casualty  on  the  voyage  of  importation,  arti  . ' 
imported  through  tne  mails. 

It  further  provides  that  the  Secretary  of  the  Treasury  may  provit> 
such  regulations  as  to  govern  such  imports,  and  thereiore  under  il  • 
provision  of  this  new  law  the  Secretary  of  the  Treasurv  mav  proii--* 
a  certain  method  by  which  such  parcel  post  packages  should  pay  tl  • 
proper  duty. 

As  to  the  .principle  that  practically  is  on  trial  here  to-day,  i/* 
assessing  of  duties  on  American  valuation,  if  we  look  closer  int4t  it 
affect  a  very  small  percentage  of  our  imports,  and  when  you  laK* 
into  consideration  that  the  present  system  under  which  we  are  m*' 
working  acts  practically  as  an  embargo  on  the  manufacturred  gi^tn!- 
of  those  countries  whicn  have  a  higher  labor  cost,  and  if  we  by  sta- 
tistics see  that  the  very  countries  which  we  practically  exclude  fn«nn 
our  markets  are  our  largest  customers,  we  realize  the  situation  nK»r' 
clearly.  Our  exports  during  1921,  according  to  our  lai^est  cuslonur 
the   United    Kingdom,  wifli  $1,825,000,000;   the  next  is  CtaiwU 
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ith  $871,000,000;  France  with  $676,000,000,  Cuba  with  $515,000,- 
0(),  Japan  with  $377,000,000,  Italy  with  $371,000,000,  and  Germany 
rith  $311,000,000,  and  so  on. 
There  you  have  the  list  of  our  largest  customers,  and  where  we 

onsider  the  vital 

Senator  McCumber  (interposing) .  Are  these  exports  to  or  ex- 
)orts  from? 

Mr.  Jong.  These  are  our  exports  to  foreign  countries,  and  the 
x*ason  I  state  these  figures  is  that  under  our  present  system  of 
t^ vying  duties  regardless  of  depreciation  of  foreign  currency,  we 
.>raetically  exclude  those  countries  which  are  our  largest  customers 
from  dealing  with  us.  Germany  has  replaced  France  in  practically 
75  per  cent  of  the  merchandise  that  France  formerly  exported  to 
our  country.  In  our  line  alone  not  many  years  ^o  France  exported 
to  the  United  States  a  far  larger  amount  than  Germany,  but  since 
the  war  and  since  the  armistice  Germany  has  practically  driven  the 
French  producers  in  our  class  of  goods  completely  from  our  mar- 
kets, and  she  to  that  extent  controls  the  American  market. 

Now,  if  we  have  in  mind  that  we  desire  to  continue  our  exports 
and  that  we  must  import  manufactured  goods  in  order  that  foreign 
nations  will  be  able  to  pay  for  the  raw  material  or  such  as  they  need 
from  us,  I  believe  all  first  consideration  is  for  these  countries  who 
are  our  largest  customers  and  who  we  are  most  vitally  interested  in, 
so  far  as  our  exports  are  concerned. 

As  to  the  imports  of  articles  which  are  naturally  vitally  con- 
cerned in  the  present  method  that  is  proposed  for  levying  duties, 
the  largest  amount  of  such  imports  is  sugar,  which  is  in  excess  of 
$1,000,000,000;  and  as  far  as  the  American  valuation  is  concerned 
that  practically  can  be  left  out  of  consideration. 

The  next  largest  imported  article  is  raw  silk,  $284,000,000.  As 
far  as  the  American  valuation  is  concerned,  those  imports  would  not 
be  affected. 

The  third  largest  item  is  coffee,  $252,000,000.     As  far  as  Ameri- 
can valuation  is  concerned,  it  will  not  interfere  with  those  imports. 
The  fourth  is  hides  and  skins,  $243,000,000.     The  question  of 
duty  on  that  is  perhaps  still  open  to  a  certain  extent.     To  my  mind 
the  American  valuation  on  that  item  plays  no  important  part. 

The  next  largest  item  is  india  rubber,  unmanufactured,  $242,000,- 
(K)0.  Stirely  that  is  not  within  the  range  of  any  disturbance  so  far 
as  American  valuation  is  concerned. 

The  next  lai^est  item  is  cotton,  manufactured,  $138,000,000,  which 
is  mostly  imported  imder  a  compound  duty,  partly  specific,  and  to  a 
certain  extent  ad  valorem,  and  is  only  slightly  affected  by  the  Ameri- 
can valuation. 

The  next  largest  item  is  wool,  unmanufactured,  $126,000,000,  not  at 
all  a^ected  practically  by  American  valuation. 

Eighth  among  the  chief  imports  articles,  the  growth,  produce,  and 
manufacture  oi    the   Unitea   States   returned,    to    the   extent   of 
196,000,000,  which  certainly  is  not  affected. 
The  ninth  article  is  wood  pulp,  $89,000,000,  not  affected. 
The  next  is  burlap,  $89,000,000,  which  is  but  slightly  affected; 
furs  and  skins  slightly  affected,  $88,000,000. 

Tobacco,  maniuactured,  $81,000,000,  is  not  in  the  slightest  de^ee 
affected. 
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Wheat,  $75,000,000,  is  not. 

Flaxseed,  or  linseed,  $74,000,000,  is  not. 

And  thus  we  go  in  practically  $5,270,000,000  of  our  total  imposu-- 
four  billion  and  a  half  will  not  be  in  the  slightest  degree  affected  r 
reason  of  American  valuation. 

So  then  we  come  to  those  items  which  seems  to  have  to  be  tak* 
in  the  greatest  consideration  in  regard  to  the  American  valuation,  ai 
if  you  distribute  it  amongst  the  countries  it  is  surprising  to  know  thi 
our  largest  imports  from  any  one  country  is  Cuba,  with  $721,000. (*{• 
The  business  with  Cuba  in  regard  to  those  imports  of  $72UOOO.u« 
would  not  be  in  the  slightest  affected  by  the  adoption  of  AxDericM 
valuation. 

Canada,  $611,000,000.  Canada  would  be  benefited  by  the  Amer 
can  valuation,  and,  in  fact,  the  United  States  Government,  vn 
$513,000,000,  would  be  benefited;  Japan  perhaps  not,  but  so  *•; 
through  the  list  we  find  no  serious  obstacle  so  far  as  the  fimdamenrK 
imports  and  exportation  interest  of  this  Nation  is  concerned  in  t*. 
application  of  American  valuation. 

New  York  as  a  port  receives  $2,890,000,000  of  our  imports,  or  m^^'- 
than  55  per  cent,  and  it  was  conceded  and  recognizea  that  amor: 
those  imports  in  the  port  of  New  York  all  articles  which  come  unu*^ 
the  classifications  and  will  be  affected  by  American  valuation  nr 

Sractically  centered  in  that  port.  In  other  words,  the  trouble  &n^ 
ifRculty  that  will  be  presented  by  the  adoption  will  be  centered  in  iL 
city  of  New  York,  and  there  is  no  doubt  in  my  mind  that  the  for* 
necessary  for  the  proper  ascertaining  of  American  value  in  the  import- 
in  the  city  of  New  York  does  not  offer  insurmountable  difficulties. 

The  question  has  been  raised,  ^'How  can  the  importers  continu- 
in  business  under  the  American  valuation  system  J  '  I  have  giv^' 
that  serious  and  careful  consideration*  I  have  con^[>ared  some  of  ii-- 
scheduler  of  the  Underwood  bill  with  this  new  bill,  and  I  have  fi)un'i 
in  such  articles  where  the  difference  in  labor  and  fabrication  is  larj* 
the  duties  under  the  American  valuation  will  be  perhaps  larger  tho: 
perhaps  under  the  general  rates  of  the  Underwood  bill,  out  in  no  ca*' 
in  excess  of  the  difference  between  the  cost  of  production  in  the  cour.- 
try  from  whence  those  articles  are  imported,  comparing  with  the  o*- 
of  production  in  our  own  country.  And  as  we  all  have  agreed  D"' 
only  in  the  Republican  platform,  but  in  the  last  election  and  b'« 
every  assertion  that  has  been  made  by  the  most  responsible  man  i^ 
our  Government,  that  the  domestic  manufacturer  is  entitled  to  it^*' 
degree  of  protection  that  he  can  meet  his  foreign  competitor  on  equi. 
plane  in  our  own  markets,  we  must  agree  that  no  American  can  ob]t«  * 
that  the  duty  should  be  fixed  at  the  differ^ice  constitutes  only  tl* 
difference  in  the  cost  of  production. 

We,  as  .Vmerican  manufacturers,  can  meet  all  the  world  in  compe- 
tition. We  could  meet  those  low  countries  if  we  could  produce  our 
labor  on  the  same  level.  But  what  would  America  gain  ii  we  redur|'. 
our  working  ptH>ple  to  the  lowest  level  i  Suppose  we  followed  th-* 
example  of  Germany:  deliberately  depreciatea  our  currency  in  <»nl'' 
that  we  can  export  our  products  to  all  parts  of  the  world  at  a  low«' 
price  ?  Ciermany*s  policy  necessarilv  requires  that  she  keep  her  cur- 
rency valuation  down,  fcecause  with  that  depreciated  currency  ^' 
get«  pnxtuction.  she  pays  her  labor,  and  the  fact  must  be  appart^r'. 
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o  every  thinking  man  who  has  studied  the  situation  tiiat  to-day 
^ennaay  is  not  on  a  par  with  the  condition. 

I  have  the  latest  issue  of  the  most  important  papers  of  Germany — 
Dresden,  Leipzig,  Berlin,  and  all  centers,  which  i  get  daily — and  they 
LTc  filled  with  advertisements.  Some  of  the  factories  have  more 
Vmerican  orders  than  they  can  possibly  fill.  Some  factories  have 
)rders  to  run  six  months  ahead.  In  our  own  particular  line  of  busi- 
less  every  importer  in  the  United  States  and  those  that  have  never 
mported  that  class  of  goods  before  have  taken  a  trip  to  Germany, 
ind  they  have  placed  their  orders  for  the  spring  of  1922  for  these 
jcrman  product,  and  all  the  manuf actur^:^  in  our  line  of  busings 
in  Germany  are  overwhelmed  with  orders;  in  fact,  enough  to  carry 
them  through  until  the  season  of  1922. 

And,  Mr.  Chairman  and  gentlemen  of  the  committee,  you  a3  Sena- 
tors of  the  United  States,  whom  I  know  have  at  heart  the  interests 
of  this  Nation,  there  has  not  been  given  an  order  for  one  dollar  to 
an  American  manufacturer  in  our  line  for  similar  goods  for  the  next 
spring's  season's  business;  and,  nevertheless,  those  same  buyers  that 
all  flocked  to  Europe  for  those  cheaper  German  goods  to  replace  the 
American  products  are  only  too  glad  and  too  happ^  that  when  the 
German  product  could  not  be  imported  into  the  United  States  that 
the    domestic    manufacturers    created    an    organization,    invested 
capital,  built  plants,  in  order  that  they  should  supply  fairly  the  de- 
mand of  these  wholesalers  in  America  for  that  class  of  goods.     I  do 
not  think  that  any  wholesaler  in  America  will  say  that  the  flower 
manufacturers  ana  feather  manufacturers  in  the  United  States  have 
taken  the  slightest  advantage  of  the  situation  during  the  war.     We 
have  produced  the  most  penect  goods,  better  than  any  that  we  have 
imported.     True,  we  cotud  not  sell  than  as  cheap  as  Germany  can 
produce  them  with  the  mark  at  H  cents.     But  we  sold  them  as  a 
close  profit.     We  made  the  business  prosperous,  and  the  millinery 
business  during  that  period  had  the  most  prosperous,  the  most  ptofit- 
able  experience  that  it  ever  realized  since  its  existence.     While  to-day, 
with  all  the  cheap  German  goods  piled  from  the  floor  to  the  ceiling 
in  all  the  importing  houses  and  filling  up  the  warehouses  the  demand 
is  practically  nil. 

My  experience  is  that  higher  tariff  in  no  sense  prevents  the  impor- 
tations; that  the  cheaper  a  foreim  article  can  be  landed  in  this 
coimtry,  the  poorer  business  conditions  prevail.  It  is  the  nature 
of  the  people  of  this  country  that  a  cheap  article  destroys  the  proe- 
perity  of  our  industry.  I  have  never  seen  this  country  prosperous 
when  goods  and  merchandise  were  dragged  to  the  lowest  level. 

I  have  seen  this  cotlntry  prosperous  and  grow  to  be  so  prosperous 
that  it  became  the  creditor  of  all  the  world  when  the  goods  .were  the 
behest  that  the  nation  ever  knew.  I  think  McKinley  was  right 
when  he  stated  that  *^ cheap  goods  make  a  cheap  country,'^  and 
while  I  am  on  that  subject,  Mr.  Chairman  and  gentlemen,  assuming 
we  can  land  all  these  German  goods  so  cheap,  and  have  our  working 
people  out  of  emplbyment,  our  industry  stagnated,  where  is  the 
public  that  is  going  to  buy  those  cheap  goods,  whether  an  article 
that  used  to  cost  50  cents  can  be  sold  for  10  cents,  the  working  man 
and  woman  will  have  to  have  10  cents  to  buy  it  with. 

Senator  McLean.  After  you  have  driven  the  American  out  of 
business  the  German  goods  would  not  remain  at  the  low  prices  ? 
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Mr.  Jong.  It  is  natural  that  the  German  manufacturers  in  <*-j 
line  have  a  very  strong  combination.  They  are  now  determine^i  • 
conquer  our  market.  They  can  do  it,  because  they  have  the  trem- 
dous  advantaj^e  that  they  practically  do  not  have  to  pay  for  labor,  ar 
in  our  class  of  labor  the  class  of  production  is  75  per  cent  of  the  vaij 
of  the  article.  So  we  in  our  line  are  confronted  with  the  great** 
difficulty. 

The  German,  when  he  wants  to  demoralize  our  factories  and  destr « 
our  organization,  when  we  are  disrupted,  why,  naturally  under  sur 
control  they  will  raise  the  price  of  an  article  from  40  marks  to  4o 
marks,  and  they  will  raise  their  currency  then  to  the  prewar  wo.n 
value.     Germany  could  before  to-day  have  raised  its  currency  to 
fairer  basis.     France,   suffering,   bleeding,   practically  prostrate. 
nation  that  has  suffered  'more,  as  well  as  Belgium,  has  maintains 
its  currency  on  a  fairer  basis  than  Germany,  because  they  do  n 
print  so  much.     Germany  continues  that  currency.     Frona  2.M>f 
000,000  paper  marks  in  circulation  it  has  increased  it  to  near 
88,000,000,000  marks,  and  I  see  by  the  German  papers  to-day  t' 
more  the  people  of  Germany  are  employed  in  industry-  and  the  ni*-: 
paper  currency  it  requires  to  pay  them,  the  more  tte  German  Reirii- 
bank  and  the  other  banks  print,  and  the  lower  that  currency'  ppt-l 
You  will  readily  see  that  by  the  conditions  that  prevail.     Germaii' 
is  busv  now;  she  is  prosperous,  and  yet  the  mark  is  at  a  lower  le^^ 
than  fast  year  this  time,  and  at  a  lower  level  than  it  was  when  ^n- 
was  not  busy.     It  is  to  her  interest  to  have  that  situation  exist. 

Mr.  Chairman  and  gentlemen,  so  far  as  the  appUcation  of  tL* 
American  valuation  system  is  concerned,  there  has  been  a  great  dea: 
of  discussion  and  difference.  The  opposition  comes  from  the  ut- 
porters:  it  does  not  come  from  the  manufacturers  of  this  counin 
The  opposition  comes  from  some  of  the  appraisers,  whom  I  believr 
are  sincere  and  honest  in  their  testimony. 

The  advocates  are  the  American  manufacturers  and  the  real  advo- 
cates. Mr.  Chairman  and  gentlemen,  are  the  miUi<ms  and  mUlions  v' 
working  people  in  this  country. 

While  I  have  no  authority  to  speak  for  them,  and  while  I  do  o^* 
assume  to  speak  for  them,  when  1  leave  this  hearing  and  go  back  t* 
my  factory  in  New  York,  where  400  of  my  employees  are  on  half  lim' 
at  a  U^ss  to  me  of,  perhaps,  $5,000  a  week,  in  order  that  I  may  ^ttl' 
perhaps  see  the  ligdt  to  come.  I  will  watch  these  proceedings,  as'i 
unless,  Mr.  Chairman  and  gentlemen,  something  is  oone  to  overcome 
this  great  depression  of  foreign  currency,  we  as  domestic  manuf***- 
turers  will  have  to  discontinue  a  business  that  has  he&ct  built  up  f''^ 
20  or  80  years.     There  is  no  question  about  that. 

Just  before  leaving  1  spiike  to  three  or  four  largest  lllanufactu^r^ 
in  our  land,  and  every  one  was  unanimous  that  they  were  going  t" 
stick  it  out  until  •lanuary,  and  if  they  can  not  get  any  orders  and  c*' 
not  prt  rt^a^onable  priceji — and  wo  are  willing  to  work  at  cost — «>*  ^ 
have  offeree!  my  factory  to  the  laf^est  importers  and  to  the  larp?"- 
wh^osaler?  and  am  willing  to  work  on  a  o  per  cent  basis:  and  we  ra' 
not  got  an  order  for  next  sprinjr  even  on  tnat  basis. 

Senator  Mrl-K.\x,  Do  tou  iliink  the  revision  of  the  tariff  t<  s* 
imiH>rtant  as  the  revision  of  the  revenue  law! 

Mr.  JoxG.  I  think  the  revision  of  i^r  taxation  system  plays  no  p»;' 
in  the  future  welfare  of  this  Nation.    The  fmuhanental'  priDcip' 
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nvolved — what  difference  does  it  make  what  taxation  you  adopt, 
vhcther  you  have  an  income  tax,  excess  profits  tax,  an  excise  tax,  or 
»ale:$  tax,  who  are  you  going  to  tax?  If  it  is  true  that  the  ultimate 
"onsumer  pavs  all  the  taxes,  where  is  he  going  to  get  the  money  to 
:>uv  tliem  with  when  he  is  out  of  work  and  out  of  employment?  The 
[>riuciple  that  first  must  be  attended  is  where  the  American  industries 
"ail  thrive  and  exist,  and  that  people  can  he  employed. 

Senator  McLkan.  You  thintc  the  patient  ought  to  have  a  little 
more  nourL^^hment  before  we  open  now  arteries  ? 

Mr.  Jong.  I  think  before  you  can  tax  the  American  people  by  new 
inothotls,  you  better  give  tfiem  the  opportunity  to  earn  the  money 
by  which  they  can  pay  the  taxes  that  are  thxis  to  be  imposed.     Going 
to  the  application  of  the  American  valuation,  while  it  may  present 
some  difficulties  in  the  beginning — I  have  given  it  a  thorough  study — 
any  article  that  is  not  comparable  or  competitive  with  the  foreign 
gi»ods,  as  far  as  the  American  article  is  concerned — ^for  a  moment  we 
"vriW  leave  that  of  the  question — so  far  as  the  imported  article  is  com- 
parable and  competitive,  as  Judge  De  Vries  of  the  Customs  Court  told 
me,  there  is  no  question  about  the  appraisers  arriving  at  the  wholesale 
American  cost.     Why  should  there  be  ?     So,  as  far  as  the  compara- 
ble and  competitive  article  is  concerned,  there  is  not  any  difficulty. 
They  claim  that  the  difficulty  arises  where  there  is  no  comparable 
or  competitive  article.     The  provision,  as  the  new  bill  states,  giving 
the  Treasury  Department  the  power  to  make  such  regulation,  in  order 
that  dealers  may  be  assessed  on  articles  of  that  kind,  can  be  easily 
enforced.     Any  importer  who  imports  merchandise  does  know  the 
prir^e  at  which  he  is  going  to  sell  it,  for  that  is  the  fundamental  prin- 
^•iple  of  all  business.     As  an  importer  of  merchandise,  I  know  if  it 
<*ust  me  so  much,  and  the  duty  is  so  much,  I  can  sell  it  for  so  much, 
and  I  can  compete  for  so  mucK,  if  the  article  has  nevef  been  imported 
into  this  country. 

I  will  give  you  an  instance:  I  have  a  cloth  here  known  as  ^'arti- 
ficial plush."  This  was  used  in  all  industry  to  a  great  extent  during 
the  war.  It  was  manufactured  in  this  country  by  only  two  concerns. 
Germany  never  made  it.  Since  the  armistice  the  German  manufac- 
turer was  over  here.  He  took  a  sample  of  this  domestic  artificial 
flush  to  Germany;  in  fact,  he  took  it  to  Crefeld,  in  the  Westphalia, 
le  came  to  me,  as  I  am  a  large  user  of  that  article,  and  as  1  have 
always  used  the  domestic  article,  and  offered  me  a  price  $1  below 
the  then  prevaihng  price  of  the  American  market. 
Senator  McLean.  What  unit  ? 

Mr.  Jong.  A  yard.  I  informed  Sydney  Blumenthal,  who  is  one 
of  the  lai^est  manufacturers  of  fine  fabrics  in  this  country,  and  Mr, 
Wlnpfheimer,  of  Winpfheimer  &  Bro.  I  told  them,  ''I  am  going  to 
order  100  pieces  of  this  cloth,  and  I  am  going  to  show  it  to  you  wken 
it  comes  m."  The  price  was  fixed  at  $4.50.  When  the  domestic 
manufacturers  found  out  that  the  German  maker  was  going  to  sell 
in  the  market  at  that  price,  they  reduced  it,  and  the  result  is  to-day 
that  the  market  price  m  this  country  of  that  cloth  is  $3.50. 

Senator  McLean.  Right  there^  I  want  to  offer  a  suggestion.    It 
has  been  claimed  here  that  if  we  adopt  the  American  valuation  plan 
it  will  permit  of  pyramiding  the  prices  in  this  country, 
llr.  Jong.  No.     I  will  give  you  an  instance  right  here,  Senator. 
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Senator  McLean.  Yes.    If  we  publish  the  American  valuation 
the  wholesale  price,  will  not  the  tendency  be  to  decrease  the  ret 
price  rather  than  increase  it? 

Mr.  Jong.  I  will  demonstrate  that  to  you,  using  that  cloth  as 
example.    The  American  value  of  that  cloth  is  $3.50;  the  Gen 

f^rice  is  1.50  marks  a  yard.  Under  the  Underwood  bill  artificial  sii. 
abrics  are  under  an  ad  valorem  duty  of  60  per  cent.  At  1.50  marLr 
a  yard,  at  the  present  rate  of  exchange,  1.30,  the  German  eoc>t  .- 
about  $2;  duty  at  60  per  cent  would  be  1.20,  making  a  total  landir^ 
cost  3.20  und^r  the  present  Underwood  bill. 

Under  the  new  bill,  as  passed  by  the  House,  and  at  America.': 
valuation,  let  us  see  what  the  result  is:  Under  the  new  bill,  the  dutj 
is  compound  45  cents  a  pound  and  37^  per  cent  ad  valorem.  I  t<M 'r. 
the  trouble  to  weigh  this  merchandise,  and  I  weighed  it  in  comparis'  r. 
with  the  domestic  article  as  printed  on  the  goods,  and  I  find  it  wei^L* 
a  little  less  than  8  ounces,  and  this  comes  under  the  provision  wlii<\' 
is  45  cents  a  pound,  which  makes  22  cents  a  yard.  Add  to  tiiat  37. 
per  cent  of  the  American  valuation  of  $3.50,  and  would  make  .: 
37^  per  cent  of  $3.50,  or  a  total  of  $1.52,  and  add  22,  making  iL 
total  cost  under  the  American  valuation  3.52. 

You  see  that  if  the  American  manufacturer  should  raise  the  pric-^ 
on  that  to  $5  what  would  be  the  result.  The  duty  would  be  h 
much  increased  naturally,  but  the  German  article  would  still  h» 
only  150  marks,  and  he  could  naturally  undersell  the  dome^ti' 
manufacturer,  and  we  would  not  have  a  chance;  we  would  n*-: 
think  of  buying  it  of  hina;  we  would  import  it. 

Senator  McLean.  I  can  see  that.  But  we  know  that  the  sprea: 
between  the  wholesale  price  of  goods  and  the  retail  price  is  inde- 
fensible in  many  cases.  Will  not  the  effect  of  adopting  the  Ameri- 
can plan  be  to  publish  to  the  world  wholesale  prices  and  make  ;' 
unconscionable  for  a  great  many  dealers  to  charge  the  retail  prict-- 
thev  now  charge  ? 

Mr.  Jong.  If  we  ascertain  through  Government  energy  and  super- 
vision the  retail  market  price  of  every  commodity  and  article  in  th.* 
country,  and  once  that  is  firmly  established,  gentlemen,  you  could 
write  a  tariff  bill  in  four  weeks  without  any  difficulty  wnatsoevfr 
giving  careful  consideration  to  the  amount  of  revenue  that  th' 
Government  needs,  giving  protection  reasonable  in  every  respect 
to  the  domestic  manufacturer,  and  having  due  regard  to  fixing  th*- 
duty  at  such  a  rate  that  the  importer  can  import  it  to  the  greatt**t 
extent  that  will  do  the  least  possible  harm  to  domestic  production. 
That  is  the  natural  result. 

And  what  would  be  the  further  result?  With  men  like  Hoover 
and  others,  we  could,  through  governmental  instrumentalitj  assort- 
ing the  reasonable  wnolesle  market  prices  of  our  conunodities  mii 
articles  in  this  country — the  whole  world  will  have  to  follow  ou: 
example  and  our  own  manufactured  products  could  be  shippe*«i 
throughout  the  world  on  the  principle  and  coidd  meet  in  compitj- 
tion  with  any  other  products  oi  any  nation. 

What  have  we  now  ?  We  have  an  impossible  situation.  I  have  an 
article  here  that  is  manufactured  in  Germany  that  is  also  manufar- 
tured  in  France.  It  is  identical,  it  is  comparable,  it  is  compelitivr. 
It  cost  double  as  much  to  make  it  in  France  by  reason  of  laoor  ci>d- 
ditions;  it  cost  half  so  much  to  make  it  in  Germany.     We  buy  it  id 
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Grermany,  but  can  you  tell  me  on  what  fundamental  principle  of 
justice  and  fairness  we  should  charge  France  double  the  amount  of 
iuty  for  the  privilege  of  selling  then'  goods  in  our  market  compared 
with  the  German  ?  Is  it  not  contrary  to  all  the  dictates  and  intelli- 
k^ence  of  American  justice  and  fairness  to  those  who  want  to  do 
r)ii3iness  with  our  market  ? 

Senator  Gerry.  But  you  just  stated  that  that  imitation  plush  was 
sold  for  the  same  price  by  the  Germans  and  by  ourselves;  did  I  imder- 
stand  you  correctly  ? 

Mr.  Jong.  No.  The  price  in  Germany  is  150  marks,  about  $2  under 
the  present  rate  of  exchange.     I  want  to  say 

Senator  Gerry  (interposing).  Did  you  not  state  that  it  sold  here 
for  $3.50  ? 

iir.  Jong.  $3.50  a  yard. 

Senator  Gerry,  And  that  the  American  goods  were  also  now  selling 
for  $3.50  a  yard? 

Mr.  Jong.  American  goods  also  oflFered  at  $3.50,  the  wholesale 
market  price. 

Senator  Gerry.  You  are  selling  at  the  same  price  ? 

Mr.  Jong.  No;  $2  was  the  German  price. 

Senator  Gerry.  That  was  the  point  I  was  not  clear  on. 

Mr.  Jong.  I  am  getting  a  shipment  of  100  pieces  of  these  goods 
made  by  a  manufacturer  in  Germany,  the  only  people  in  Germany 
making  this  article  to-day.*  It  was  never  made  m  Germanjr  before. 
He  fixed  the  German  price  at  150  marks.  He  gave  me  practically  to 
understand  that  if  I  wanted  to  control  this  article  that  he  would 
arrange  a  price  of  ido  marks,  or  if  I  would  supply  him  with  artificial 
silk. 

I  want  to  ask  you  gentlemen,  as  Senators,  what  is  the  foreign  whole- 
sale market  value  of  this  cloth — the  price  tnat  the  German  individual 
manufacturer  arbitrarily  fixes.     Well,  it  is  not  sold  in  the  German 
market  at  all,  and  always  the  American  appraiser  when  it  comes  to  the 
customhouse  to  ascertain  what  the  wholesale  price  in  Germany  is, 
when  the  article  is  not  sold,  is  not  as  between  myseK  and  the  German 
manufacturer  to  fix  the  price  arbitrarily  ?    And  in  spite  of  all  your 
customs  laws,  and  all  the  power  that  you  have  at  your  command,  and 
this  imdervaiued  100  per  cent,  you  have  not  the  evidence  at  your 
command  to  prove  undervaluation.   How  is  the  appraiser  here  going  to 
ascertain  what  the  wholesale  market  price  of  this  cloth  is  in  Germany  ? 
Suppose  another  manufacturer  makes  it  and  offers  it  at  200  marks 
and  two  or  three  others  make  it  and  charge  200  marks,  and  I  go  to  this 
man  and  take  the  entire  output  at  100  marks,  which  is  the  wholesale 
market  price  in  Germany.     The  same  article  is  made  by  10  different 
manufacturers  and  sold  in  the  principal  cities  of  Germany?     Pre- 
sumably.   And  yet  when  my  article  comes  in  at  100  marks,  the  ap- 
praiser lets  it  go  through.    To-day  everything  passes  the  customhouse . 
There  is  not  any  question  about  that,  gentlemen.    Whether  the 
article  is  100  per  cent  undervalued  or  not,  it  passes  the  custom- 
house.   I  do  not  say  it  is  deliberate,  fraudulent  undervaluation.    I 
do  not  beUeve  it.    1  believe  the  American  importer,  as  well  as  the 
American  manufacturers,  have  a  sense  of  honor,  and  he  can  not 
deny  that.    But  if  I  can  get  this  at  100  marks  as  a  legitimate  manu- 
facturer, although  the  ^molesale  market  value  in  Germany  is  200 
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marks,  the  law  does  not  presumably  enable  the  appraiser  to  asc«^- 
tain  the  wholesale  market  value  in  Germany.  I  simply  pav  tl* 
manufacturer  and  make  out  a  sworn  invoice  that  100  marks  Is  thr 
German  wholesale  market  price,  and  what  is  the  customs  officiti 
going  to  do  about  it. 

I  nad  a  conference  with  the  Treasury  Department.  I  had  be^n 
busy  with  this  for  a  year,  and  neglected  my  entire  business,  but  I 
am  so  determined  that  Germany  shall  not  conquer  our  markets  >•} 
its  methods  that  I  am  going  to  find,  even  if  I  have  to  discontinue  mj 
business  as  an  American  manufacturer  at  the  present  moment. 

We  manufacture  in  New  York,  and  our  employees  and  500  of  m\ 
girls  marched  in  the  Harding  parade,  and  I,  like  a  fool,  marched  a* 
the  head  of  them,  and  we  shouted  for  future  American  prosperi^j 
and  protection;  were  reviewed  by  the  President  and  Vice  President 
and  ne  complimented  me  on  the  big  showing.  Of  those  employee? 
150  bought  Liberty  bonds,  and  I  think  among  the  manufacturing: 
employees  a  great  many  pay  income  taxes.  Tne  entire  thing  is  ui> 
to  you.  It  is  practically  too  late,  gentlemen,  as  far  as  our  industr\ 
is  concerned,  no  matter  what  you  do. 

Senator  McLean.  The  income  tax  will  not  worry  you. 

Mr.  Jong.  We  will  not  need  to  pay  any.  We  do  not  have  to  pay 
any.  We  are  losing  monev,  and  if  you  are  going  to  put  taxes  on 
everything  you  can  not  collect  it  from  a  business  man  who  is  losini: 
money;  you  have  got  to  collect  it  from  a  man  who  is  earning  mone} 
I  have  an  article  printed  in  a  Gerfnan  paper,  the  Berlin  Tageblatt 
about  the  very  question  going  on  here  concerning  the  tariff,  and  it 
states  very  plainly  that  tne  Kepublicans  are  fighting  amon^  them- 
selves, both  Senators  and  Congressmen,  over  the  peculiarities  c! 
the  wording  of  the  bill,  and  that  the  chances  are  it  looks  like  then* 
will  not  be  any  tariff  bill  for  a  year  to  come.  That  is  the  situation 
Are  we  as  Americans  going  to  allow  Germany  now  to  dictate  our 
policy  ? 

Senator  Wareen.  I  do  not  think  you  need  go  into  that. 

Mr.  Jong.  Are  we  going  to  allow 

Senator  Watson.  I  do  not  think  you  need  to  discuss  that  question 
The  matter  before  us  is  only  one  of  American  valuation. 

Mr.  Jong.  I  will  confine  myself  more  directly  to  the  application  «»f 
it,  as  I  have  been  a  strong  advocate  in  New  \  ork  of  this. 

I  know  of  no  other  method  by  which  the  depreciated  currency  ctr. 
be  overcome.  The  provision  I  suggested,  that  the  duty  should  br 
paid  on  one-third  of  the  current  valuation  of  foreign  currency,  wa* 
thrown  out,  although  Canada,  not  as  strong  a  protective  country  a* 
ours,  adopted  right  afterwards  a  law  that  duty  must  be  paid  ^n 
German  goods  at  the  rate  of  50  per  cent  of  the  actual  market  valu- 
of  the  foreign  currency.  In  other  words,  German  goods  can  not  b^ 
imported  into  Canada  unless  they  pay  a  duty  of  12  marks,  and  thf 
Canadians  are  coming  over  and  wanting  to  know  if  we  can  W* 
make  flowers  for  them. 

Senator  McLean.  The  importer  pays  50  cents  to  the  Germans  anti 

Eays  the  other  50  per  cent  into  the  British  treasury,  and  they  son*! 
im  a  receipt  for  the  rest  of  it,  and  if  the  German  get«  anvthinf 
the  other  50  per  cent  of  it,  he  gets  it  out  of  the  German  Government ' 
Mr.  Jong.  Yes;  he  is  supposed  to  get  it  out  of  the  German  Gov- 
ernment. 
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The  application  of  the  American  valuation  is  a  new  policy,  and  to 
»  certain  extent  revolutionary.  It  is  not  as  revolutionary  as  the 
onditions  that  confront  us,  in  view  of  the  world  situation.  Nothine 
^ver  existed  as  revolutionary  as  the  conditions  with  which  the  worm 
s  confronted  to-dajr.  This  application  of  American  valuation  is  in 
\o  sense  as  revolutionary  as  tnat.  If  it  is  an  antidote  for  a  serious 
M)Q<Ution,  so  much  the  better. 

The  principle  only  remains,  can  it  be  sensible,  and  can  it  be  properly 
appliea  ? 

As  I  stated  before,  to  my  experience  and  thinking — and  1  have 
been  active  in  four  different  tariff  revisions — to  ascertain  the  whole- 
sale ^Vmerican  value  of  an  article,  if  this  is  made  in  America,  it  takes 
the  customhouse  appraiser  10  minutes  to  find  out  what  the  wholesale 
market  value  in  this  country  is,  as  he  is  supposed  to  be  a  specialist, 
and  he  knows  he  only  has  to  ask  Sidney  Blumenthal  or  other  manu- 
facturers, ''What  is  it ?''  and  that  is  the  price  at  which  it  will  enter. 
Senator  Watson.  At  these  other  tariff  revisions  in  which  you  par- 
ticipated, you  did  not  advocate  the  American  valuation  ? 
Mr.  Jong.  No;  conditions  then  did  not  seem  to  warrant  it. 
Senator  Watson.  You  do  it  now  because  of  the  rate  of  exchange  ? 
Mr.  Jong.  I  do  it  now  because  I  know  of  no  other  method  that  can 
be  applied  to  remedy  the  situation.     If  I  thought  by  sending  more 
Government  representatives  to  Japan,  China,  and  to  the  107  differ- 
ent countries  from  which  we  import  goods,  in  order  to  ascertain 
wholesale  market  valuations,  I  might  perhaps  say,  *^  Maybe  that  is 
the  better  method.^'    But  how  are  we  ^oing  to  obtain  the  wholesale 
market  value  in  107  different  countries  m  the  world  ? 

Senator  McLean.  We  can  do  that,  but  how  are  you  going  to  fix  a 
tariff  that  will  protect  us  against  Germany  that  will  not  operate  as* 
an  embargo  against  the  countries  where  the  currency  is  at  par  ? 

Mr.  Jong.  Senator,  we  are  confronted  with  conditions  that  you 
can  not  fix.  You  can  not  fix  an  ad  valorem  duty  on  a  great  many 
of  these  manufactured  goods  that  will  work  in  the  same  method  and 
in  the  same  percentage  two  years.from  now  as  it  vdll  now.  In  other, 
words,  the  conditions  that  confront  you  prevent  you  from  fixing  an 
ad  valorem  duty  that  will  cover  until  you  can  rewrite  the  tarift\ 

Senator  MoLean.  Did  you  hear  the  proposition  advanced  by  Mr 
Davis? 
Mr.  Jong.  I  did. 

Senator  McLean.  What  did  you  think  of  that  ? 
Mr.  Jong.  You  mean  the  proposition  in  regard  to  the  American 
valuation  in  an  easy  way  ? 
Senator  McLean.  Graduated. 

Mr.  Jong.  I  think  he  is  sound.  I  would  suggest  that  the  Treasury 
Department  issue  a  regular  entry  sUp,  which  should  accompany  the 
foreign  sworn  invoice  as  to  the  actual  price  paid,  regardless  of  what 
the  wholesale  price  is  over  there,  and  that  entry  slip  should  contain 
by  the  importer  the  price  which  he  pavs,  the  amount  of  duty,  the  cost 
01  landing,  the  cost  of  containers  and  the  price  at  which  he  is  going 
to  sell  it,  and  on  that  he  pays  duty. 

I  defy  any  importer  here  who  imports  an  article  from  any  part  of 
the  world  who  does  not  know  what  that  article  is  going  to  cost  to 
land  and  does  not  know  what  he  is  going  to  sell  it  for.     In  fact,  under 
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the  American  valuation  system  he  is  surer  and  more  certain  what 
cost  is. 

I  have  imported  a  certain  article  from  Germany,  and  I  gave 
manufacturer  an  order  for  a  large  quantity  when  the  article  was  1 
I  received  the  shipment  when  the  market  was  1.80,  and  I  paid 
I  received  a  shipment  of  the  same  identical  goods  and  the  m 
was  1.20.     How  does  anjr  importer  know  what  the  Oerman 
cost  him  to  land  ?    There  is  no  such  thing;  it  is  a  gamble  and  s 
lation,  because  there  is  no  stability  in  the  foreign  currency. 

Under  the  American  system  lie  will  anyhow  be  relieved  of 
gamble,  because  he  knows  just  exactly  what  his  duty  is  going  to 
when  he  buys  the  goods  on  the  other  side,  and  if  he  does  not " 
what  the  price  is  ^oing  to  be  in  the  wholesale  market,  then  why  sh 
he  import  the  article  ? 

From  that  point  of  view  the  method  can  be  immediately  appli 
The  new  law  provides  that  if  the  entry  that  is  made  is  unsatisnict 
to  the  appraiser  that  he  notifies  the  importer  and  the  importer  has  11 
days'  time  to  get  together  with  the  appraiser.     If  lie  still  finds  faul^ 
it  goes  to  the  Board  of  General  Appraisers,  consisting  of  three  diffi 
ent  10  days,  and  then  can  take  testimony  from  American  manufao-^ 
turers  and  from  other  importers,  and  they  can  arrive  in  20  days 
the  actual  market  value  of  any  article,  and  that  is  binding  accordi 
to  the  new  law,  because  that  is  a  matter  of  fact.     It  is  not  a  mat 
of  law  and  appeal:  that  is  not  necessary,  because  it  establishes  it 
under  the  law  and  by  regulation. 

Senator  McCumber.  I  simply  want  to  state  that  you  have  spoken' 
for  nearly  an  hour  this  afternoon  and  our  time  is  limited.  We  have' 
a  certain  number  of  witnesses  which  we  must  get  through  with,  and 
I  would  ask  you  to  be  just  as  brief  as  you  can. 

Mr.  Jong.  Mr.  Chairman,  as  I  view  the  situation  just  now,  the 

fiosition  is  this:  The  House  has  passed  the  bill.  Mr.  Fordney,  Mr. 
^ongworth,  and  Mr.  Tilson,  in  their  earnest  desire,  and  with  no  other 
intention  than  to  protect  home  industries,  the  principle  of  the  Repub- 
lican Party,  have  included  in  the  bill  the  American  valuation.  All 
the  rates  are  based  upon  it.  This  hearing  is  held,  I  presume,  for  the 
purpose  that  your  committee  can  report  to  the  Senate  the  adaptability 
of  tnat,  because  if  you  decide  agamst  the  American  valuation  you 
will  have  to  rewrite  the  entire  bill.     That  is  the  nature  of  the  situation 

Senator  McOirMBER.  We  all  understand  that. 

Mr.  JoxG.  Now,  if  the  bill  is  thus  changed  by  the  Senate  and  the 
American  valuation  is  thrown  out  and  the  rates  are  rewritten,  it 
would  take  months  and  months  of  labor.  It  took  the  Ways  and 
Moans  Committoe  six  months.  It  is  voluminous;  it  is  a  great  piece 
of  work. 

It  then  pjoos  to  conference  in  the  House,  having  been  adopted  by  a 
majority  laiwr  than  any  tariff  bill  ever  received  on  a  policy  or 
method  for  the  application  of  the  levying  duty  upon  a  certain  system, 
they  either  would  have  to  surrender  or  have  to  msist  that  that  is  the 
only  and  true  policy  that  they  know,  and  we  have  a  situation  that 
the  German  papers  will  bo  right,  that  then*  ^ill  not  be  anj'  tariff 
legislation. 

I  hope  your  committee  will  soo  its  way  clear  to  adopt  it. 

I  thmk  we  can  try  it.  1  predict,  gontlemon.  that  the  dangers,  a? 
far  as  they  confront  us.  are  very  slight,  and  it  is  my  firm  opinion,  as  a 
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an  of  experience — and  I  belong  to  nearly  all  organizations  in  New 
i^rk,  and  I  have  been  active  in  all  industries,  that  once  this  system 
thoroughly  estabUshed,  that  the  strongest  advocates  will  be  the 
iporters,  because  they  will  then  control  the  importing  of  those 
►ods  instead  of  evervbody  importing  them. 

In  conclusion,  gentlemen,  I  hope  that  this  bill  will  pass  the  Senate 
ith  the  American  valuation.  I  will  stake  my  reputation  on  it  that 
ic  method  can  be  applied  if  the  Government  sees  fit  to  apply  it. 
I  just  want  to  give  you  one  instance.  I  complained  to  the  Treasury 
epartment  about  tnose  flowers  having  been  imported  under  the 
limping  act.  But  there  was  Mr.  Nevius,  delegated  as  a  representa- 
vo  from  the  Treasury  Department,  who  visited  me.  I  showed  him 
ko  article  we  manufactured  in  comparison  with  it.  I  showed  him 
ly  calculation,  and  how  I  arrived  at  the  wholesale  price  of  my 
rticle,  and  this  representative  of  the  Treasury  Department  told  me 
lat  for  the  first  time  he  commenced  to  realize  now  the  Treasury 
K»partinent  can  take  action.  As  far  as  I  remember,  and  as  long  as 
nave  been  in  business,  I  have  never,  as  a  domestic  manufacturer 
eing  in  contact  with  the  customhouse  department,  nor  have  any 
ppraLsers  in  the  customhouse,  been  in  contact  with  the  American 
nanufacturers.  Mr.  Davis  has  stated  here  that  as  an  American  he 
?  in  favor  of  giving  American  protection.  He  is  certainly  not 
apposed  to  the  American  manufacturers.  These  appraisers  have 
lever  been  in  contact  with  us.  In  one  hour  they  can  learn  more  in 
)\ir  factories  and  from  our  books  and  our  calculations  about  real 
'alues  than  they  have  learned  in  a  hundred  years  from  foreign 
aluation,  because  there  is  no  method  for  that  here  in  New  York  in 
he  customs,  busy  as  they  are,  to  ascertain  foreign  valuation. 

One  man  in  Germany  is  supposed  to  ascertain  foreign  valuations;   • 
nx  men  in  the  entire  world.     It  is  an  utter  impossibility.     I  thank 

rou. 

Senator  MgCumbeb.  We  are  much  obliged  to.  you. 

STATEMEHT  OF  XE.  PATEICK  OXniTir,  EEPEE8EVTIEG  AHEE- 
ICAV  LACE  MAKUFACTTTEEES'  A8S0GIATI0H. 

Mr.  QuiNN.  Mr.  Chairman,  I  am  an  attorney,  but  I  am  not  appear- 
ing here  in  my  professional  capacity.  I  am  president  of  the  American 
Lace  Association  and  American  Lace  Manufacturers.  I  came  from 
Providence,  R.  I. 

Earlier  in  the  day  Mr.  Rafter  appeared  and  was  temporarliy 
excused  by  the  chairman  on  the  theory  that  he  appeared  as  profes- 
sional counsel  for  the  Lace  Embroidery  Association.  I  would  just 
\ike  to  call  your  attention  to  the  fact  that  the  Lace  Embroidery 
Association  does  not  include  the  lace  manufacturers.  They  import 
lace.  There  is  that  difference  betweeen  the  organization  represented 
by  Mr.  Rafter  and  the  one  represented  by  myself. 

The  lace  manufacturers  or  the  United  States  are  engaged  in  an 
industry  that  largely  came  into  existence  under  the  Payne- Aldrich 
tariff  law.  For  one  year  they  took  off  entirely  the  duties  on  lace 
machines,  and  a  number  of  us  who  earn  money  by  practicing  law  and 
doing  other  things  were  iimocent  enough  to  invest  m  lace  machinery, 
and  we  have  been  trying  to  pay  for  it  ever  since. 
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The  industry  is  distributed  in  seven  states — Rhode  Island.  Cor- 
necticut,  New  Jersey,  New  York,  Pennsylvania,  Ohio,  and  IHinft^. 
Those  are  the  seven  States  of  this  country  where  these  lace  machir  - 
are  located.     A  very  large  representation  is  in  Senator  Gerry's  Stat- 
and  probably  40  per  cent  of  the  levers  going  through  machines  i: 
this  country  to-day  are  in  Rhode  Island. 

A  great  deal  has  been  said  here  in  the  way  of  suggestions,  prin*-  • 
pally  by  Senator  Smoot  and  Senator  McLean,  as  to  whether  aT*-: 
man  appearing  before  this  committee  had  anything  else  to  sugip**^-' 
as  a  substitute  for  the  American  valuation  plan  that  would  fit  pre^tz.' 
conditions.     I   have   awaited    an    answer    to    that   question.     T(. 
question  was  asked,  too,  before  the  Ways  and  Means  Committ**- 
and  the  only  approach  to  an  answer  to  that  question  has  been  ma«i* 
by  Mr.  Davis,  of  New  York,  who  has,  as  I  understand  it,  suggest ♦■^ 
the  American  valuation  plan,  but  who  says,  ^^Give  it  to  us  in  sniai. 
doses;  cut  the  tail  of  the  cat  in  inch  pieces  so  that  it  will  not  hu" 
and  so  that  it  will  not  make  it  suffer  so  much. ''     His  plan  is  nothii  : 
else  than  the  plan  that  has  been  proposed  and  is  entitled  ''f. 
American  valuation  plan.'' 

In  the  very  few  minutes  that  I  shall  take  to  address  you,  Mr 
Chairman,  I  want  to  say  that  entirely  aside  from  lay  ammiati^- 
answer  to  Senator  Smooths  and  Senator  McLean's  questions,  I  kii"- 
of  no  other  plan  whereby  you  can  construct  a  tariff  to-dav  thn: 
will  give  us  tne  same  protection  against  Germany  that  it  would  gi^ 
us  against  England  or  France.  Entirely  aside  from  that,  I  waiit 
to  go  on  record  as  absolutely  supporting  the  American  plan  {>•: 
assessing  an  American  tariff  scientifically,  legally,  practically,  at^ 
from  an  American  standpoint.     To  my  mind  it  is  the  proper  niotlvMi 

I  have  listened  with  an  open  mind  in  the  House  and  liere  for  ob- 
jections to  this  plan,  and  I  beg  you  to  inderstand,  Mr.  ChairmaL 
that  I  am  discussmg  it  entirely  aside  from  the  standpoint  of  schedule 
It  seems  to  me  that  the  hearing  has  drifted  sometimes  to  a  discu^si*': 
of  schedules. 

I  am  not  prepared  or  c^ualified  to  discuss  schedules  with  you. 
I  would  support  the  American  plan  regardless  of  whether  you  an 
framing  it  under  the  so-called  protective  tariff  or  a  tariff  for  revenut 
only. 

Mr.  Davis  is  undoubtedly  a  very  able  representative  of  one  branri 
of  our  Treasury  Department,  and  he  showed  by  his  answers  !•• 
Senator  Reed  this  morning  that  he  is  not  biased  in  the  mattt^r 
when  he  disposed  of  Senator  Eeed's  su^estion  that  has  been  madf 
so  many  times  that  American  manufacturers  could  pyramid  prirt** 
Notwithstanding  that,  to  my  naind  it  was  almost  humiliating  t«' 
have  an  able  representative  of  our  customs  service  express  so  ven 
little  confidence  in  the  ability  of  Americans  to  do  in  this  counin" 
what  the  average  salesman  can  do  in  any  line  without  effort. 

Fortunately  lor  me.  because  I  can  not  discuss  many  branches  '>f 
the  tariff,  he  selected,  in  his  opening  remarks,  the  lace  industn. 
He  made  a  statement  to  you  that  was,  or  might  have  been,  intended 
to  overwhelm  you  with  the  notion  of  the  amount  of  work  tluv!<^ 
men  have  to  do  there  and  with  the  tremendously  increased  amount 
of  work  they  would  have  to  do  under  this  plan.  He  said,  referring: 
to  the  lace  industry,  ^'In  the  customhouse  we  sometimes  have  t'* 
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ve  in  mind  500,000  different  numbers."  Now,  that  was  a  stag- 
ring  statement  on  the  face  of  it.  It  would  lead  you  to  supposei 
you  knew  nothing  about  the  lace  industry,  that  it  represented  an 
luman  task^  Wnat  is  the  fact?  Those  numbers  do  not  mean 
uch.  The  lace  manufacturer  gives  a  different  niunber  to  every 
.ttem  he  makes  on  his  machines,  and  there  are  thousands  of  num- 
rs  given  to  the  .same  width  of  lace  made  of  the  same  yarns,  the 
me  texture,  the  same  weight,  woven  on  the  same  machine  and 
Id  at  the  same  price. 

Senator  Shoot.  It  is. simply  a  change  in  pattern? 
Mr.  QuiNN.  Surely- 

Senator  Smoot.  The  same  as  we  do  with  woolen  goods. 
Mr.  QuiNN.  One  piece  of  lace  1^  inches  wide  might  have  fisheyes, 
(lother  might  have  a  diamond  design,  and  still  another  a  shamrock, 
r  something^  of  that  sort  as  a  figure  in  the  lace. 
Senator    Watson.  Nevertheless   that  would  necessitate   a   com- 
arison,  would  it  not  ? 

Mr.  QuiNN.  Not  a  comparison  as  to  value. 

Senator  Watson.  No;  out  in  order  to  find  out  whether  they  were 
omparable. 
Mr.  QuiNN.  Yes.    But  when  you  found  that  it  was  32-carriage 

ace,  and  we  speak  of  it  in  that  wav 

Senator  Watson.  But  they  would  have  to  find  it  out  first  ? 
Mr.  Quinn.  Yes. 

Senator  Watson.  I  understood  him  to  say  that  that  was  a  great 
leal  of  work,  but  not  that  it  could  not  be  done.  He  said  there 
xras  a  great  deal  to  do  in  making  these  tariffs.  While  I  am  in  favor 
A  the  plan,  I  can  conceive  that  there  would  be  a  great  volume 
[)f  work. 

Mr.  Quinn.  If  he  meant  to  si^est  for  a  momei;it  that  the  500,000 
numbers  meant  500,000  comparisons,  or  if  the  Senator  from  Indiana 
believes  that  to  be  the  case,  I  will  say  that  it  is  not  so. 

Senator  Smoot.  Mr.  Davis  did  not  mean  that,  I  am  sure.  He  said, 
as  you  have  since  stated,  that  there  may  be  in  one  figtu'e  500  different 
patterns  costing  exactly  the  same  to  make.  The  only  question  is  as 
to  the  construction  and  pattern. 

Senator  Watson.  Let  me  ask  Mr.  Davis  right  here  just  what  he 
did  mean. 
Mr.  Davis.  I  meant  just  exactly  what  I  said. 
Senator  Watson.  You  meant  what  you  said,  but  what  did  you 
sav,  and  what  did  you  mean  when  you  said  it  ? 

MT.  Davis.  Of  course,  the  figures  I  gave  of  500,000  cover  a  wide 
range  of  numbers  coming  from  various  sources.  They  have  different 
numbers.  It  is  true  that  laces  of  the  same  width  may  be  valued  at 
the  same  price.  However,  there  are  different  patterns.  One  manu- 
facturer charges  a  certain  price  for  his  particular  pattern  as  distin- 
g^iished  from  the  price  chained  for  the  same  width  by  some  other 
nianufacturer.  To  prove  what  I  have  said  is  correct,  if  this  gentle- 
nian  will  go  to  the  New  York  appraisers'  office  and  go  to  Mr.  Yardley, 
he  will  find  that  he  is  uains  14  different  books  for  the  purpose  of 
recording  this  CTeat  range  of  numbers. 
Mr.  Quinn.  Fourteen  books  ? 
Mr.  Davis.  Yes. 
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Senator  Smoot.  Let  us  take  one  ikianufacturer.    Take  the 
manufacturer  represented  by  the  witness  here. 

Mr.  Davis.  Yes. 

Senator  Smoot.  He  has  a  lace  that  is  1^  inches  wide.  PerhAps  bf 
is  making  40  patterns  of  that  lace. 

Mr.  Davis.  Yes. 

Senator  Smoot.  Those  40  patterns  cost  tiie  same. 

Mr.  Davis.  By  one  manufacturer. 

Senator  Smoot.  That  is  what  I  say.     They  would  not  try  to  com- 
pare the  same  kinds  of  patterns  with  the  laces  that  he  has  and  tuiv* 
40  different  values  ? 

Mr.  Davis.  But  this  examiner  has  not  only  got  to  take  the  pricf- 
of  one  factory  but  the  prices  of  all  the  factories  and  find  out  whic!-. 
is  the  proper  market  value  for  the  different  laces  of  the  diflFerenr 
widths,  and  consequently  he  has  to  consider  all  those  prices.  I  am 
not  an  expert  on  laces. 

Senator  Smoot.  I  suppose  the  lace  people  mark  their  laoe  just  as> 
we  would  mark  woolen  goods — ^the  same  stock,  the  same  weave,  tb* 
same  weight,  the  same  finish,  and  the  same  price.  We  have  a  l^t 
number  for  that  class,  but  every  style  in  it  has  a  different  number. 

Mr.  Davis.  Yes. 

Senator  Smoot.  But  the  value  is  exactly  the  same;  the  cost  is  th** 
same;  the  selling  price  is  the  same.  You  do  not  go  into  the  question 
of  each  one  of  these  styles. 

Mr.  Davis.  I  merely  based  my  statement  cm  the  fact  that  the  ex- 
aminer is  recording  thousands  and  thousands  of  these  numbers  on  14 
large  books;  that  is,  he  is  recording  the  prices,  and  he  is  using  five 
clerks  to  do  it.  His  range  is  runnmg  into  500,000.  Just  what  tht- 
details  are  I  do  not  know. 

Senator  McLean.  That  is  under  the  present  system! 

Mr.  Davis.  That  is  under  the  present  system. 

Senator  McLean.  We  are  trying  to  find  out  the  foreign  valae. 

Mr.  QuiNN.  I  was  just  about  to  make  the  observation  that  SenaU'f 
McLean  made.  That  is  the  burden  under  the  present  system.  Let 
me  say  to  you  in  answer  to  that  that  there  are  three  or  four  men  in 
the  room  interested  in  this  matter,  and  these  men  could  provide  yon 
with  two  or  three  salesmen  who  in  a  week's  time  woula  be  able  U* 
furnish  you  the  accurate  selling  price  of  every  kind  of  lace  that  ha? 
passed  through  the  customshouse  in  the  past  six  months.  It  i< 
perfectlv  absurd  to  tell  those  of  us  who  try  to  sell  goods  that  it  i? 
impossible  to  find  the  American  selling  value  of  lace. 

Senator  McLean.  How  long  would  it  take  you  to  furnish  that  in- 
formation ?     It  would  not  take  more  than  24  fiours  i 

Mr.  QuixN.  I  say  that  a  couple  of  lace  salesmen  in  New  York. 
which  is  the  principal  market  for  lace  in  this  country,  inside  of  t 
week's  time  could  furnish  you  the  market  value  of  every  kind  of  lace 
sold  in  New  York. 

Although  I  do  not  appear  as  a  lawyer,  I  can  not  entirely  disa^ 
sociate  my  la^-yer^s  ideas  of  things  from  the  argument  of  this  question. 
and  from  the  standpoint  of  a  lawyer  it  seems  to  me  pitiful  that  the 
enforcement  of  an  American  tariff  law  should  depena  for  its  honest 
enforcement  and  complete  enforcement  upon  evidence  to  be  coUof ted 
in  scores  of  foreign  countries  where  we  have  absolutely  no  power  to 
compel  the  production  of  that  information  and  where  when  we  get 
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at  iziformatton  we  get  it  notwithstanding  the  scmewhat  natuial 
tipathy  of  the  foreign  manufacturer,  the  foreign  trade  organiiser; 
d  the  foreign  boards  of  trade,  as  will  be  shown  by  a  letter  introduced 
'  Mr.  Burgess  and  in  opposition  to  the  foreign  manufacturers 
emselves. 

Now,  let  us  collect  this  information  at  home,  where  we  have  control, 
ou  talk  about  sending,  in  answer  to  the  question  of  the  honored 
lairxaan  of  the  committee,  a  number  of  men  to  do  this  work.  It 
is  been  suggested  that  we  send  over  a  number  of  men.  Senator 
a  FoUette  said  a  dozen,  Mr.  Davis  mentioned  16,  while  the  chairman 
as  going  to  allow  50  to  go  to  Europe  to  collect  this  evidence.  How 
re  you  going  to  collect  it  against  this  opposition  ?  How  are  vou 
oing  to  enforce  it  ?  It  has  oeen  suggested  that  we  demand  tneir 
ooks,  and  when  they  refuse  we  exclude  them  from  our  ports.  That 
ould  be  an  embargo;  to  say  the  least,  it  would  be  an  offense  to  a. 
:ipndly  nation.  I  tnink  we  should  not  take  such  extreme  measures 
s  that. 

Senator  Smoot.  There  would  be  retaliation. 

Mr.  QuiNN.  It  would  be  at  least  that.  I  say  let  us  have  this  basic 
oundation  for  out  tariff  structure,  whatever  it  is  to  be,  and  then  let 
w  construct  our  schedules  accordingly. 

I  have  listened  very  carefully  for  the  objections  to  this  bill.  Senator 
IklcCumber  the  other  dav  suggested  something  that  was  certainly  an 
lionest  and  well-founded  objection  to  the  bill  if  it  existed,  and  it  was 
followed  up  to-day  by  Senator  Reed.  ^ 

You  will  remember  that  Mr.  Marvin  gave  substantially  the  same 
iJiiswer  in  reply  to  a  question  by  Senator  McCumber.  Mr.  Davis 
wont  into  detail  this  morning  and  showed  the  impossibility  of  Ameri- 
cun  pvramiding  of  prices  ana  continuation  of  competition  with  foreign 
articles.  I  think  it  was  Senator  La  FoUette  who  suggested  possible 
difficulty  when  you  could  find  no  competitive  or  comparable  article. 
The  bill  has  a  provision  in  regard  to  that.  Take  the  selling  price  pf 
the  imported  article. 

1  make  another  suggestion  that  I  have  not  heard  before:  If  it  takes 
loo  long  to  get  at  this,  take  the  sworn,  statement  of  the  importer  as 
to  what  he  intends  to  sell  the  article  for.     We  now  take  hLs  statement  • 
on  the  invoice.     That  is  all  we  have. 

Senator  Smoot.  To-day  the  importer  is  compoUed   to  make   an 
affidavit  as  to  the  value  of  bis  goods  ? 
Mr.  QuiNN.  Yes,  that  is  true. 
Senator  Smoot.  What  reason  is  there  why  there  should  not  be,  also, 

an  affidavit  made  as  to  the  American  valuation  of  the  goods  ? 
Mr.  QuiNN.  There   is   no    reason,    absolutely.     That    would    nof 

impose  any  additional  burden  upon  him,  and  I  see  no  reason  why  the 

invoice  should  not  contain,  annexed  to  it,  a  sample  of  the  goods. 

Th&t  is  in  answer  to  Mr.  Davis's  question.     Why  shouldn  t   the 

importer  annex  to  and  make  a  part  of  his  sworn  inventory  samples 

of  what  is  contained  therein.     He  has  samples. 
vSenator  Smoot.  They  know  what  those  goods  will  be  sold  for  in 

America.    Make  that  a  statement  that  is  sworn  to,  and  that  will 

settle  it. 

Mr.  QuiXN.  You  bet  they  know.  No  one  buys  in  Europe  to-day 
without  having  determined  first  what  he  is  going  to  sell  for  in  this 
country^. 
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I  think  it  was  Senator  Watson  who  suggested  to  Mr.  CulbeiN 
early  in  the  hearing  yesterday  that  there  had  been  an  approach  ' 
this  plan  tried  in  the  early  days  of  our  national  existence,  and  Mr 
Culberson  thought  that  the  plan  in  vogue  was  not  at  all  comparahU' 
to  that  proposed  in  the  present  House  bill,  and  so  he  and  others  h«v* 
called  this  American  plan  revolutionary. 

I  think  the  language  of  the  tariff  bill  under  Washington  was  ve.-r 
similar  to  that  of  the  present  bill.  Let  me  quote  this  briefly.  I: 
provided  that — 

Ad  valorem  duties  shall  be  aaseseed  upon  imported  merchandise  in  ac-cordancr  vitt 
the  value  thereof  at  the  time  and  place  of  importation. 

What  difference  is  there? 

This  plan  has  been  advocated  before.  It  is  not  something  thu: 
falls  upon  us  out  of  a  clear  sky.  If  I  am  correctly  informed  by  inj 
reading — I  do  not  mean  reading  Congressional  records,  but  readirc 
current  literature  and  newspapers — it  is  a  fact  that  Henrj*  Ctt 
advocated  this  system  in  the  early  thirties.  I  think  it  was  in  IM- 
President  Fillmore  advocated  it  in  1852,  and  the  Assistant  Secreihrv 
of  the  Treasury,  under  President  Arthur,  as  late  as  1882,  advised  i 
So  do  I  advise  it.  I  believe  that  the  Question  you  have  asked  - 
often,  Senator  Smoot,  and  that  has  aiso  been  asked  by  Senat -r 
McLean,  is  capable  of  but  one  answer  under  the  present  depreciaiM* 
condition  of  currency;  but  I  do  not  rest  my  support  of  the  ^Vmeri'i.:. 
valuation  plan  upon  that  ground.  I  would  be  lor  it  if  conditions  Wfr» 
normal.  I  agree  with  Mr.  de  Jong  that  before  it  has  been  in  vur-' 
100  months  it  will  be  better  enforced  than  the  present  system*  wli:« ' 
has  been  in  vogue  for  100  years. 

Senator  McCumber.  We  thank  you  verj-  much,  Mr.  Quinn. 

STATEMENT  OF  MB.  H.  A.  PHILLIPS,  BEPEESEKTISO  TU 
AMEBIC  Air  FABBICS  CO.,  LACE  MAHUFACTVBEBS,  BBID6E- 
TOBT,  COHH. 

Senator  McCumber.  Whom  do  you  represent,  Mr.  Phillips? 

Mr.  Philups.  The  American  Fabric  Co.,  lace  manufaotunr* 
Bridgeport,  Conn. 

Senator  McCumber.  Do  you  also  represent  the  American  La" 
Association  ? 

Mr.  Phillips.  Yes;  and  the  American  Fabrics  Co.,  lace  man'i- 
facturers  of  Bridgeport,  Conn. 

Senator  McCumber.  We  will  be  very  glad  to  hear  from  you.  M: 
Phillips.  We  hope  that  you  will  be  able  to  give  vour  testimoi.;. 
without  duplicating  the  testimony  that  has  already  been  given. 

Mr.  Phillips.  I  shall  be  very  glad  to  try  to  do  that. 

We  are  for  the  American  market  value  because  we  believe  it  to  *■« 
easier  of  administration  and  more  accurate  of  administration.  ar.«i 
that  it  will  give  the  American  producer  more  reliable  protection  «•: 
account  of  its  stable  basis.     It  will  equalize  the  duties  from  «• 
countries. 

It  will  not  raise  nor  lower  the  duties,  in  our  opinion.  It  will  simp!} 
change  the  basis  for  ad  valorem  duties. 

Duties  to  be  collected  depend  entirely  upon  the  rates. 

The  formula  which  I  have  heard  advocated  by  Mr.  Barges*  I 
believe  to  be  correct.     I  believe  Mr.  Davis's  interpretation  is  entire!} 
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rong.  Mr.  Davis  stated  that  laces  in  the  Fayne-Aldrich  law 
ssessed  at  60  per  cent  ad  valorem  are  now  assessed  123  per  cent 
igher  under  the  37.5  per  cent  ad  valorem  on  the  American  valuation. 
»y  what  process  of  reasoning  he  arrives  at  those  figures,  I  do  not  know, 
ut  I  do  know  this,  if  I  offer  an  article  made  in  our  plant  for  $1  and  I 
fler  this  article  at  $1  to  the  jobber,  he  will  tell  me,  as  one  did  tell  me 
ctually  only  two  days  ago,  that  he  has  cut  out  all  the  domestic  lace 
lanufacturers.  By  that  he  means  that  he  does  not  need,  nor  will 
ic  buy,  from  them  any  longer.  And,  I  may  say,  he  is  perfectly 
easonable.  I  asked  him  why?  He  said  that  with  37.5  per  cent 
luty,  American  valuation,  on  SI  he  can  buy  these  goods  more  cheaply 
n  the  foreign  markets. 

Thirty-seven  and  one-half  per  cent  American  valuation  equals  60 
>er  cent  foreign  market  value,  and  if  ]rou  keep  your  prices  higher  than 
iliat  you  can  not  sell  your  goods  in  this  country  any  longer;  and  that 
i>  true. 

The  difference  in  the  laces  as  between  our  selling  prices  and  the 
[i>Teign  manufacturers'  prices  is  a  great  deal  more  than  37.5  per  cent. 
The  rate  is  too  low.  But  we  will  take  that  up  later  when  we  nave  the 
opportunity. 

1  have  in  mind  just  now  an  article  which  we  try  to  sell  for  $1  and 
which  costs  in  Europe  28  cents;  37.5  per  cent  duty  would  be  37.5 
cents.  Add  28  and  37.5  and  you  will  nnd  that  the  total  cost  to  the 
importer  is  65.5  cents.  No  one  would  buy  our  goods  at  $1.  There- 
(c»re,  the  article  is  out  of  the  market. 

Senator  McCumber.  Does  that  65.5  cents  include  the  freight,  an  d 
jH)  forth  ? 

Mr.  PfflLLiPS.  The  freight  and  insurance  on  laces,  as  well  as  the 
other  costs,  amount  practically  to  nothing,  because  they  are  very  easy 
to  transport.  You  could  transport  them  10  times  around  the  earth 
and  the  freight  charges  would  amoimt  to  practically  nothing.  The 
highest  tor  that  that  the  importer  generally  figures  is  5  per  cent.  If 
we  add  5  per  cent  it  would  make  it  about  3  cents  more. 

We  can  not  sell  this  article  any  longer  against  competition.     There- 
fore, we  must  lower  our  selling  price.     In  order  to  compete  we  must 
lower  it  to  45  cents,  and  that  is  away  below  our  cost  of  production 
Forty-five  cents  would  be  our  selling  price  in  order  that  we  might 
compete  with  the  foreign  manufacturer.     You  take  37.5  per  cent  of 
45  cents,  which  gives  you  17  cents.     You  then  add  28  cents,  which 
jrives  you  45. 
Therefore,  Mr.  Davis's  interpretation  of  it  would  be  wrong. 
If  we  made  the  selling  price  60  cents  we  would  still  be  out  of  the 
market.    In  other  words,  we  could  not  sell. 

.  The  present  law  does  not  provide  that  you  have  to  take  the  Amer- 
>t*an  manufacturer's  supply.  It  must  be  the  market  price.  The 
article  must  be  on  the  market.  Should  we  make  it  60  cents,  then  we 
have  this  picture— 37i  per  cent  of  60  cents  is  22.5  cents.  Add  to  that 
the  foreign  manufacturer's  price  of  28  cents,  and  you  have  50,5  cents, 
iherefore,  the  foreigner  undersells  us. 

1  do  not  blame  my  good  customer  for  telling  me,  "I  have  cut  all 
uom^tic  lace  manufacturers,"  because  even  if  the  American  plan 
Koes  into  effect  with  37.5  per  cent  instead. of  60  per  cent,  we  can  not 
compete. 
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As  to  the  administrative  difficulties,  I  can  not  see  any  reason  mti 
the  American  valuation  plan  should  not  be  easier  of  administra 
than  the  other.     Everything  new  requires  a  new  method.    The  A 
ican  valuation  plan  in  three  months  after  its  enactment  will  pn* 
easy  of  administration.     Tlit^  appi-aisers  need  a  few  new  methocN  .'•' 
regulations. 

Textiles  are  practically  all  sold  by  numbers.  Attach  a  sample 
to  the  invoice  and  you  have  the  article.  The  appraiser  need  if 
open  every  case.  That  can  be  done  vrith  a  great  many  other  artir" 
There  are  plenty  of  experts  available  at  the  present  time,  expeciftEj 
in  the  textile  industry,  to  help  the  appraisers  in  case  they  need  Mx 
Speaking  for  the  lace  association,  I  wish  to  say  that  we  shall 
pleased  to  furnish  anything  they  want  for  the  American  mamifii 
turers.  We  can  not  fun>isn  the  foreign  market  price;  neither  n- 
the  appraiser;  neither  can  any  Government  official  go  to  Europe  «pd 
find  out  the  foreign  market  value.  It  has  not  been  done  in  100  v^a** 
and  is  not  going  to  be  done  in  the  next  100  year^. 

Senator  Watson.  Is  your  factory  running  now? 

Mr.  Phillips.  We  are  running  on  part  time.  A  large  part  of  tr»» 
goods  are  down  and  we  are  sellmg  goods  at  less  than  cost  in  oH'f 
to  keep  some  of  our  help  busy. 

Senator  Watson.  How  long  have  you  been  doing  that! 

Mr.  Phillips.  We  have  started  up  again.  We  were  practic«l* 
shut  down  from  October  to  March. 

Senator  Watson.  Have  importations  of  lace  from  Germacr 
increased  ? 

Mr.  Philups.  Yes. 

Senator  Watson.  And  from  all  parts  of  Europe  ? 

Mr.  Philups.  They  have  increased  to  such  an  extent  that  t.u' 
former  customers  do  not  buv  from  us  at  all.  A  very  few  in  the  man'.»- 
facturing  business  buy  goods  from  us  at  the  present  time  on  acci^ur*. 
of  the  known  reliabilitv  of  our  association  supplying  them. 

Senator  Watson.  Wliere  is  your  principal  competition? 

Mr.  Phillips.  Germany. 

Senator  Watson.  Do  vou  know  what  the  cost  of  production  • 
over  there  ?  I  am  speaking  now  of  the  kind  of  lace  or  laces  that  m . 
manufacture  in  your  plant  at  Bridgeport  i 

Mr.  Philups.  Yes,  I  can  figure  that  out.  I  can  give  that  t« 
you  almost  exactly  because  I  can  easily  find  out  the  wages  pm*' 
m  Germany. 

Senator  Watson.  Do  you  know  what  they  are  nowt 

Mr.  Philups.  The  lace  makers  are  probably  getting  what  amount^ 
to  $3  a  week. 

Senator  Watson.  Now  under  the  existing  sj^tem  of  tariff  what 
tariff  rat^  would  have  to  be  imposed  on  the  miported  laces  to  aff<>n^ 
you  protection  ? 

Mr.  Phillips.  We  filed  a  brief  with  the  Ways  and  M^ans  Com- 
mittee last  February.  Tonlay  we  stand  on  that  same  brief  exncxh 
as  it  was  filed  then.  That  brief  contained  one  item  after  anothrf 
showing  theit  under  the  60  per  cent  ad  valorem  rate  on  the  Americas 
valuation  plan • 

Senator  Watson.  I  tnean  under  the  present  law.  I  do  not  m^n 
the  American  valuation. 


TARIFF— AMHUCAN  Y^IAJATlQlSfB.  165 

Mr.  Philups.  Under  the  present  law  we  wotild  require  approxi- 
latoly  150  per  cent.  Then  we  figure  only  to  make  such  goods  as 
re  have  been  in  the  habit  of  manufacturing  in  the  pftst.  There 
kave  been  a  great  many  laces  that  we  cao  not  manufacture, 

Senator  Watson.  I  So  not  see  how  you  would  make  it  on  150  per 
ent  protective  tariff  if  the  average  wage  there  is  $3  a  week  and  here 
'ou  are  paying  $20. 

Mr.  Phlllifs.  In  the  manufacture  of  laces  wages  are  not  the  sole 
actor.  Our  goods  are  made  of  ootion.  It  is  American  cotton  bought 
lere.  Therefore,  on  the  material  we  are  practically  at  par.  So  far 
lb  the  selling  expense  is  concerned,  we  would  also  be  practically  at 
par,  so  that  it  is  a  matter  of  labor  alone. 

Senator  Smoot.  You  do  not  spin  your  own  cotton  ? 

Mr.  Phillips.  No,  sir;  we  do  not.     We  buy  our  own  yams. 

Senator  McCumbek.  We  thank  you. 

STATEMENT  OF  MB.  JOHIT  £.  EAFTER,  REPBESENTINO  THE 
LACE  EMBK0IDEB7  ASSOCIATION  OF  AMEBICA, 

# 

The  Chairman.  Mr.  Rafter,  whom  do  you  represent  ? 

Mr.  Raftee.  I  represent  the  Lace  Embroidery  Association  of 
-Vmcrica,  consisting  of  40  business  houses,  all  of  which,  with  one 
exception,  are  located  in  New  York  City,  the  exception  being  located 
in  Pniladelphia.  All  are  engaged  in  tne  business  of  importing  and 
flealing  in  laces,  embroideries,  trimmings,  and  novelties  of  various 
kinds,  largely  intended  for  women^s  wear. 

Senator  Watsox.  I  was  not  listening  attentively.  Did  I  under- 
stand you  to  say  you  represent  the  importers  or  manufacturers  of 
lace^ 

Mr.  Rafter.  I  said  that  they  are  engaged  in  importing  and  dealing 
in  laces,  and  so  on.  I  mi^ht  also  add  to  that  these  houses  not  only 
deal  in  imported  laces  ana  embroideries  but  also  domestic  laces  and 
embroideries,  and  that  some  few  of  them  also  manufacture  em* 
broideries  in  this  country.  In  support  of  that  lafit  statement  that 
there  are  some  manufacturing  interests  dmong  the  houses  that  I 
represent,  I  would  like  to  file  with  the  committee  several  question- 
naires showing  their  plants  and  iliveetmehts  and  the  output  and  the 
number  of  hands  employed  in  each. 
(The  statement  referred  to  is  attached  hereto:) 

-      •*       ^ 

New  York,  May  20,  1921 
Mr.  Carl  W.  Stern, 

U  StaU  Street,  Cit^, 
Dbar  Mb.  Stbrn:  Incloeed  please  6nd  the  questionnaire  relating  to  embroidery 
pUatB  coQtioUed  by  the  finns  of  our  aflsociation  in  tkia  country,  ei^  in  all. 
Very  truly,  youit, 

The  Lace  akd  EuftieoiDERY  Asbociation  of  Amebica, 
Theodore  C.  LEFfevRE,  Eitecutive  Seeretary, 


New  York,  May  12, 1921 
EixsTWN  WolfpCo., 


1115  Broadway. 

Oentlimen:  For  the  piuTpose  of  aesiBting  Mr.  Carl  W.  Stem,  attormey,  and  Mr. 
Jpim  R.  Rafter,  of  counsel,  who  are  acting  for  our  aesociation  in  our  protest  in  connec- 
tion with  American  values  on  imports,  it  vn\\  be^eatly  appreciated  if  you  will  please 
adx-iae  ub  at  the  earliest  poflnble  moment  regarding  tlw  ii^lowing: 

Question  1.  What  are  the  plants  controlled  by  you  in  this  country? 

Answer.  Kuisheed  Manufacturing  ('o. 
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Question  2.  Where  located? 

Answer.  One  hundred  and  thirty-seventh  Street,  Willow  Avenue,  Bronx. 

Question  3.  What  space  do  they  occupy? 

Answer.  One-half  block. 

Question  4.  How  many  hands  employed? 

Answer.  Two  hundred  to  two  hundred  and  fifty. 

Question  5.  What  is  the  yearly  output? 

Answer.  One  and  one-half  millions. 

Question  6.  What  is  the  estimated  investment  in  the  plants? 

Answer.  Over  three-fourths  of  a  million. 

The  information  will  be  of  value  to  Meesrs.  Stem  and  Rafter  in  contravertiDC 
tain  statements  made  to  the  House  committee  by  certain  American  manubrti 
who  spoke  against  our  protest. 

Anticipating  the  kindness  of  your  immediate  attention,  and  with  aaBorancff 
appreciation,  we  are, 

Very  truly,  yours, 

Thb  Lace  and  Embroidbrt  Association  op  Amebh.^ 
Theodore  0.  LeF^vrb,  Execuiive  Secretary. 


New  York,  May  IS,  i^r 
MusxR  Bros. 

Gentlemen:  For  the  purpose  of  assisting  Mr.  Carl  W.  Stem,  attorney,  and 
John  R.  Rafter,  of  counsel,  who  are  acting  for  our  association  in  our  protest  in  coi 
tion  with  American  values  on  imports,  it  will  be  greatly  appreciated  if  you  will 
advise  us  at  the  earliest  possible  moment  regarding  the  following: 

Question  1.  What  are  the  plants  controlled  by  you  in  this  country? 

Answer.  One  embroidery  plant. 

Question  2.  Where  located? 

Answer.  220  East  Twenty-second  Street,  Bronx,  N.  Y. 

Question  3.  What  space  they  occupy? 

Answer.  Eighty  by  one  hundred  and  twenty  feet. 

Question  4.  How  many  hands  employed? 

Answer.  Seventy. 

Question  5.  A^liat  is  the  yearly  output? 

Answer.  $125,000. 

Question  6.  What  is  the  estimated  investment  in  the  plants? 

Answer.  140,000. 

The  information  will  be  of  value  to  Messrs.  Stem  and  Rafter  in  controverting  c^fUr 
statements  made  to  the  House  committee  by  certain  Am<erican  manufarturew  vt* 
spoke  against  our  protest. 

Anticipating  the  kindness  of  your  immediate  attention,  and  with  asBurancef ' 
appi^ciation,  we  are, 

Vfery  truly,  yours, 

The  Lace  dc  Embroidbrt  Association  of  America. 
Theodore  C.  LbF^vrb,  Executive  Secretary. 


New  York,  May  U,  Ji*:f 
Blanck  &  Co. 

Gentlemen:  For  the  purpose  of  assisting  Mr.  Carl  W.  Stem,  attorney,  and  Mr.  J"- 
R.  Rafter,  of  coimsel,  who  are  acting  for  our  association  in  our  protest  in  Conner  ti 
with  American  values  on  imports,  it  will  be  greatly  appreciated  if  you  will  plea* 
advise  us  at  the  earliest  possible  moment  r^^rding  the  following: 

Question  1.  What  are  the  plants  controlled  by  you  in  this  country? 

Answer.  Alpha  Embroidery  Co. 

Question  2.  AMiere  located? 

Answer.  West  New  York,  N.  Y. 

Question  3.  \STiat  spare  thev  occupy? 

Answer.  One  hundred  and  fifty  thousand  square  feet. 

Question  4.  Uow  many  hands  employed? 

Answer.  About  100. 

Queiition  5.  W  hat  is  the  vearly  output? 

Answer.  $260,000. 

Question  6.  \\liat  is  the  estimated  investment  in  the  plant? 

Answer.  .«150,000. 
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The  information  will  be  of  valuo  to  Messra.  Stem  and  ^^after  in  controverting  cei- 
ain  statements  made  to  the  HouEe  committee  by  certain  American  manufactnreri- 
rho  spoke  aj^nst  our  protest. 

Anticipating  the  kindness  of  your  immediate  attention,  and  with  assurances  of 
kppreciation,  we  are, 

Very  truly,  yours, 

The  Lace  and  Embroidery  Association  op  America, 
Theodore  0.  LeF^vre,  Executive  Secretary. 


New  York,  May  U,  19tl. 
LoKB  A  Schoenfeld  Co. 

Gentlemen:  For  the  purpose  of  assisting  Mr.  Carl  W.  Stem,  attomey^  and  Mr. 
John  R.  Rafter,  of  counsel,  who  are  acting  for  our  association  in  our  protest  m  connec- 
tion with  American  values  on  imports,  it  will  be  greatly  appreciated  if  you  will  please 
ad\'ise  us  at  the  earliest  possible  moment  regarding  the  following: 
Question  1.  What  are  the  plants  controlled  by  you  in  this  country? 
Answer.  Glenham  Embroidery  Co. ;  Camden  Curtain  <fe  Embroidery  Co. 
Question  2.  Where  located? 
Answer.  Beacon,  N.  Y.;  Camden,  N.  J. 
Question  3.  What  space  they  occupy? 

Answer.  Four  large  manufacturing  buildings  at  Beacon,  N.  Y.;  one  entire  square 
block  at  Camden,  N.J. 
Question  4.  How  many  hands  einployed? 

Answer.  Approximately,  600  at  Beacon,  N.  Y.;  approximately,  1,000  at  Camden, 
!^.  J. 
Question  5.  What  is  the  yearly  output? 

Answer.  Approximately,  $1,500,000  at  Beacon,  N.  Y.;  approximately,  $3,000,000 
at  Camden,  N.  J. 
Question  6.  What  is  the  estimated  investment  in  the  plants? 
Answer.  $1,250,000  at  Beacon,  N .  Y.\  approximately,  $750,000  at  Camden^  N.J. 
The  information  will  be  of  value  to  Messrs.  Stem  an^  Rafter  in  contravertmg  certain 
statements  made  to  the  House  committee  by  certain  American  manufacturers  who 
spoke  a^inst  our  protest. 

Aatiapating  the  kindness  of  your  immediate  attention,  and  with  assurances  of 
appreciation,  we  are, 


Very  truly,  yours. 


The  Lace  &  Embroidery  Association  of  America, 
Theodore  C.  LeFAvrb,  Executive  Secretary. 


New  York,  May  12,  1921. 
Klauber  Bros.  &  Co. 

Gentlemen:  For  the  purpose  of  assisting  Mr.  Carl  W.  Stem,  attorney,  and  Mr. 
John  R.  Rafter,  of  counsel,  who  are  acting  for  our  association  in  our  protest  in  con- 
nection with  American  values  on  imports,  it  will  be  greatly  appreciated  if  you  will 
please  advise  us  at  the  earliest  possible  moment  regarding  the  following; 

Question  1.  What  are  the  plants  controlled  by  you  in  this  country? 

Answer.  Klauber  Embroiaery  Works. 

Question  2.  Where  located? 

Answer.  Alfred,  Me. 

Question  4.  How  many  hands  employed? 

Answer.  Average  60. 

Question  5.  What  is  the  yearly  output? 

Answer.  $200,000. 

Questio;!  6.  What  is  the  estimated  investment  in  the  plant? 

AMwer.  138,500. 

Jhe  information  will  be  of  value  to  Messrs.  Stern  and  Rafter  in  controverting  cer- 
tain statements  made  to  the  House  committee  by  certain  American  manufacturers 
who  spoke  a^inst  our  protest. 

Antidpiatmg  the  Mndneos  of  yoiu*  immediate  attention,  and  with  assurances  of 
appreciation,  we  are, 
Very  truly,  yours, 

The  Lace  and  Embroidery  Association  of  America, 
Theodore  C.  LeFIcvre,'  Exeatthe  Secretary. 
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One  of  these  houses,  by  the  way,  manufacturing  in  this  country.  !> 
the  largest  domestic  embroidery  manufacturing  plant  in  the  couiitn 
That  is  known  as  the  Glenham  Embroidery  Co.  and  is  located  in  Xt  * 
York. 

The  Chairman.  Did  you  present  your  views  to  the  Committer*  •>: 
Ways  and  Means  ? 

Mr.  Rafter.  I  did,  sir,  within  the  limited  time  at  my  disposal,  tn*i 
as  well  as  I  could  under  the  circimistances. 

The  Chairman.  Is  there  anything  to  be  added  to  what  you  had  i'» 
say  before  that  committee  ? 

Mr.  Rafter.  My  views,  Mr.  Chairman,  were  not  as  complete  «&  I 
should  like  to  have  had  them.     I  would  like  to  state  my  case  again 

The  Chairman.  We  would  like  to  get  through  with  the  men  wh- 
are  waiting  here  this  afternoon.  We  have  several  more  here  and  some 
in  the  distance. 

Mr.  Rafter.  I  might  also  say  for  the  information  of  the  commitwe 
that  for  some  seven  years  and  up  to  a  recent  time  I  was  engaged  x^ 
Government  counsel  in  customs  matters  and  during  that  time  wa» 
largely  engaged  in  the  preparation  and  trial  of  valuation  cases  of  i!. 
kinds. 

The  Chairman.  State  something  that  is  not  in  the  House  hearing 

Mr.  Rafter.  The  duties  on  the  merchandise  which  I  am  speakin-: 
of  are  generally  60  per  cent.  That  applies  practicall}'  to  ail  lin^^^ 
The  total  duties  paid  by  these  lines  dunng  the  year  1920  amount^'. 
to  approximately  $25,ck)0,000.  It  is  the  jud^nent  of  these  houM- 
that  ii  the  American  valuation  plan  as  embodied  in  the  Fordncy  l».* 
becomes  law,  they  will  be  compelled  to  stop  marketing  their  gm^i- 
The  reason  for  that  conclusion  on  their  part  will  be  best  underscix*. 
by  keeping  in  mind  the  character  of  the  goods  which  they  import. 

The  Chairman.  Were  these  goo<ls  produced  before  the  Hoin 
committee  ? 

Mr.  Rafter.  No,  sir.  The  samples  were  not  produced  before  it" 
House  committee. 

Senator  Smoot.  Where  are  the  g(><>ds  imported  from  i 

Mr.  Rafter.  France,  England,  Switzerland,  and  Germany. 

Senator  Smoot.  And  Belgium  I    Don't  you  get  lace  from  Belgiuni ' 

Mr.  Rafter.  Pn>bably  some,  but  not  as  much  as  from  otb<*r 
countries.  In  the  first  place,  all  of  these  goods,  without  exceptitm 
are  pn^periy  described  as  articles  of  fashion,  g<H>ds  which  are  highl) 
seasonaole,  goods  which  are  novollios.  s[>ecial  in  character,  havinj 
their  own  peculiar  styles,  patterns,  and  designs  almost  invariable  an'*. 
intricate. 

The  C'ii airman*.  The  committee  is  somewhat  familiar  with  the  d<-^- 
nition  of  fashionable  fabrit^s. 

Mr.  RaI'T'ER.  Yes.  I  thought  it  might  be  helpful  to  the  ciMnmitt''' 
if  it  had  some  concrete  illustrations  of  what  the  merchandise  look-^ 
Uke. 

The  Chairman.  Most  of  the  conunittce  members  have  known  for 
20  or  30  years  of  these  particular  fabrics. 

Mr.  RArrsH.  The  next  point  to  be  considered  is  the  selling  metb(*u 
which  these  houses  by  the  very  nature  of  their  imports  are  rompeUc<J 
to  adopt  in  disposing  of  their  jtoi'hIs  in  this  countrv.  The  good? 
which  they  import  are  either  sow  here  before  the  orders  are  placwi 
with  the  foreign  manufacturer  on  the  other  side,  or  else  they  are  soW 
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liere  against  orders  already  placed  on  the  other  side.  In  both  caaes 
there  are  samples  produced  oy  their  salesmen  in  this  country.  Tlie 
sroods  are  all,  with  very  few  exceptions,  made  to  order  by  the  for- 
eign manufacturers.  They  are  not  carried  in  stock  there.  They 
tane  from  three  to  six  months  to  manufacture. 

In  order  to  market  these  goods  as  business  men  and  merchants  in 
this  country,  both  as  applied  to  goods  sold  in  advance  of  orders  and 
to  goods  sold  against  orders  already  placed  on  the  other  side,  it  is 
naturally  necessary  for  these  merchants  to  know  their  costs.  That 
means  not  only  foreign  costs  plus  the  landing  charges,  but  also  the 
duty,  which  on  these  particular  goods,  being  60  per  cent  at  the  pres- 
ent time,  is  a  very  big  item  of  cost. 

Senator  Smoot.  That  is  also  true  imder  the  present  system.  You 
have  got  to  do  the  same  thing.  The  American  valuation  plan  will 
not  make  any  difference. 

Mr.  Rafter.  It  would  make  this  difference,  if  I  may  suggest  it, 
Senator:  At  the  present  time  the  importers  know  with  reasonable 
certainty  what  their  duties  are  going  to  be  before  thej^  order  their 
goods  from  the  other  side.  Under  the  new  plan  of  appraisement  that 
will  not  be  the  case. 

Senator  Smoot.  I  think  it  will  be  d.  great  deal  easier  with  the 
American  valuation  plan  for  an  American  buyer  to  get  the  American 
value  here  of  the  goods  than  it  is  for  him  to  know  the  foreign  value. 
I  think  he  can  know  exactly  what  his  goods  are  going  to  cost. 

Mr.  Rafter.  Suppose,  Senator,  we  analyze  the  situation  to  see  if 
that  is  true.  Under  the  definition  of  value  which  is  to  be  taken  as 
the  basis  of  duty  under  the  Fordney  bill  the  first  test  will  be  the 
selling  prices  of  comparative  and  competitive  domestic  products  in 
the  principal  markets  of  the  United  States.  These  prices  the  im- 
porters do  not  know. 

Senator  Smoot.  Do  you  mean  to  say  that  the  American  importer 
does  not  know  what  the  prices  are  in  this  country  ? 

Mr.  Rafter.  I  mean  just  that  with  regard  to  comparable  and  com- 
peting goods. 

Senator  Smoot.  Hien  he  is  sillv  to  buy  without  knowing  what 
price  he  has  to  meet.  I  hardly  tnink  there  was  ever  a  buver  who 
went  to  Europe  without  knowing  whether  he  could  meet  tne  price 
of  goods  made  in  America. 

Mr.  Rafter.  He  may  have  an  idea  that  the  range  of  prices  is 
higher  than  on  the  other  side,  but  even  if  he  has  the  ide^.  he  may 
not  know  what  the  price  is. 

Senator  Smoot.  Ii  he  does  not  know  his  business,  then  he  will  go 
^'busted"  sooner  or  later. 

Mr.  Rafter.  Further  than  that,  there  is  another  factor  which  is 
an  unknown  quantity,  so  far  as  the  importer  is  concerned,  and  that 
18  there  are  no  comparable  goods  of  domestic  make  here  and  no  way 
of  knowing  what  would  be  tne  appraiser's  idea  of  comparability. 

The  Chair34an.  That  has  all  been  gone  over  very  carefully  in  these 
hearings.  With  other  gentlemen  waiting  here,  is  it  fair  to  take  up 
the  time  of  the  committee  with  platitudes  ?  The  committee  wants 
to  he  patient  and  give  the  gentleman  every  opportunity,  but  com- 
parability has  been  discussed  here  for  a  day  and  a  half. 
Mr.  Rafter.  I  was  not  here,  sir. 
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The  Chairman.  That  is  unfortunate,  but  the  committee  has  b<vt 
patiently  here  in  this  hot  weather  listening  to  these  agruments. 

Senator  McLean.  Are  goods  comparable  to  these  made  in  tL- 
country  ? 

Mr.  Rafter.  Some;  yes.  Others,  I  would  say  offhand,  no.  I  ai. 
not  a  merchant,  but  my  information  is  that  in  some  of  the  lines  c^n> 

f>arable  goods  are  made;  that  is,  what  would  be  staple  goods,  cheaper 
aces  and  embroideries. 

Senator  McLean.  Then  I  suppose  the  man  who  purchased  then, 
abroad  knows  what  he  is  going  to  sell  them  for  ? 

Mr.  Rafter.  Those  that  are  not  comparable  ? 

Senator  McLean.  Yes.  He  knows  what  he  is  going  to  sell  them 
for  in  this  country. 

Mr.  Rafter.  He  knows  now;  yes. 

Senator  Smoot.  And  if  we  provide  in  this  bill  that  he  has  to  tak^ 
an  oath  as  to  the  value  of  those  goods  in  this  country,  what  they  ar«» 
going  to  be  sold  at,  the  same  as  ne  is  compelled  to  do  now  as  to  xhr 
value  of  foreign  goods,  there  will  not  be  very  much  trouble  in  collect- 
ing  the  duties. 

Mr.  Rafter.  That  would  be  true  if  he  knew  his  own  selling  prior 
would  be  adopted  by  the  appraiser,  but  he  does  not  know  that.  A* 
I  say,  the  first  and  primary  method  would  be  to  resort  to  dome^ti* 
rates. 

Senator  Smoot.  If  the  appraiser  does  not  accept  that  price,  th* 
appraiser  has  to  show  him  there  are  other  goods  that  would  sell  f<»r 
more  or  less. 

Mr.  Rafter.  No;  the  burden  is  on  the  importer,  sir. 

Senator  Smoot.  Not  after  he  has  taken  an  oath,  if  we  provide  that. 

Mr.  Rafter.  The  importer  is  obliged  to  declare  the  true  dutiabl- 
value  before  appraisement. 

Senator  Smoot.  On  any  foreign  goods,  but  this  bill  requires  hin 
to  declare  under  oath  the  American  selling  price. 

Mr.  Rafter.  There  is  a  provision,  sir,  that  if  it  is  not  the  true 
dutiable  value  as  eventually  found  by  the  appraiser,  he  wouhl  b<' 
subjected  to  additional  duty  in  the  nature  of  a  penalty. 

Senator  Smoot.  That  is  a  penalty. 

Mr.  Rafter.  Yes,  sir. 

Senator  Smoot.  I  am  speaking  of  requiring  him  to  do  it  the  sanv 
as  he  is  required  now  to  make  an  affidavit  as  to  the  foreign  cost  of 
the  goods. 

Mr.  Rafter.  That  is  in  the  nature  of  a  penalty. 

Senator  McLean.  Most  of  these  goods  come  in  under  invoice  value. 
do  they  not  ? 
.   Mr.  Kaffer.  The  invoice  value,  sir  ? 

Senator  McLean.  Yes. 

Senator  Watson.  You  mean  now  ? 

Senator  McLean.  Now;  yes. 

Mr.  Rafter.  At  the  invoice  value;  yes,  sir;  at  the  purchase  price. 

Senator  McLean.  Without  any  regard  to  what  the  real  markei 
value  is  ? 

Mr.  Rafter.  If  there  is  any  difference,  of  course,  they  take  the 
higher  valuation. 

Senator  McCumber.  Do  you  have  any  difficulty  whatever  with  lh<» 
appraisers  not  agreeing  with  the  values  that  are  given  in  ih** 
inventories  1 
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^f  r.  Rafter.  In  the  invoice  ? 
Senator  McCumber.  Yes. 

Mr.  Rafter.  Very  frequently.     They  have  diflFered  ideas  about 
ralues  than  the  importers. 
Senator  McCumber.  Do  you  have  very  much  trouble  of  that  kind  ? 
Mr.  Rafter.  Very  frequently. 

Senator  McCumber.  You  would  have  no  less  or  no  greater  if  you 
lad  the  American  valuation  than  with  a  foreign  valuation,  would 
you  ? 

Mr.  Raffer.  In  my  judgment  the  number  of  diflFerences  resulting 
in  appeals  from  reappraisement,  in  the  nature  of  protests  from  the 
appraisers'  findings,  would  be  multiplied  many  times  over. 

Senator  McCumber.  Because  of  the  fact  that  they  have  to  examine 
the  American  price  ? 

Mr.  Raffer.  Because  of  the  fact  that  you  are  getting  away  from 
the  appraisement  of  the  exact  goods  based  upon  the  foreign  value  of 
the  exact  goods,  and  take  a  substituted  value  of  other  goods  which 
are  said  to  be  comparable,  a  value  which  must  be  found  in  many 
different  places,  or  at  least  in  one  place  out  of  many  different  places 
in  this  country,  as  compared  with  a  more  restricted  locality  under  the 
present  system. 

Senator  Smoot.  There  are  not  as  many  places  in  the  United  States 
as  in  the  balance  of  the  world  ? 

Mr.  Rafter.  That  is  true.  Senator,  but  I  am  sure  you  will  agree 
with  me  that  in  any  foreign  coimtry,  I  don't  care  what  one  you  take, 
for  almost  anj^  given  commodity,  tnere  is  only  one  principal  market 
and  the  appraisers  know  where  that  market  place  is,  and  they  know 
who  are  selling  in  that  market  place,  and  they  know  how  to  describe 
the  merchandise  which  they  require  information  on. 

Senator  Smoot.  There  are  different  prices  in  different  parts  of  the 
world  on  the  same  class  of  goods  ? 
Mr.  Rafter.  You  mean  in  different  countries  ? 
Senator  Smoot.  Certainly. 

Mr.  Rafter.  If  you  can  find  the  same  piece  of  goods  in  different 
countries  you  may  find  different  prices. 
Senator  Smoot.  Certainly. 

Mr.  Rafter.  As  an  example,  take  chinaware  coming  from  France 
or  Japan,  or  Germany,  or  England.  They  are  all  different.  No- 
hody  for  a  moment  would  say  that  the  commodities  coming  from 
those  countries  are  the  same,  even  though  they  are  all  described  as 
chinaware. 

Senator  Smoot.  There  are  cotton  goods  and  woolen  goods  and  a 
good  many  such  goods. 

Mr.  Rafter.  Take  our  own  line,  which  we  are  concerned  with^ 
Laces  coining  from  England  are  not  the  same  as  laces  from  France 
or  laces  from  Germany,  and  they  sell  in  different  countries  depend- 
ing upon  their  desirabiUtv  from  the  standpoint  of  the  buyer. 

Senator  McCumber.  We  have  five  witnesses  and  propose  to 
adjourn  at  five  o'clock.  We  have  only  about  seven  minutes  for  each 
witness. 

Mr.  Rafter.  I  shall  be  very  brief  in  concluding  my  remarks,  if 
I  may  go  on  for  a  moment. 
The  Chairman.  You  can  put  any  brief  into  the  record  you  desire. 
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Mr.  Rafter.  May  I  ask  how  long  I  will  be  allotted  for  that 
pose  ? 

The  Cu AIRMAN.  You  can  have  as  long  as  you  desire  to  pi 
your  brief.     You  may  put  in  your  brief  any  tune  next  week. 

Mr.  Rafter.  There  is  one  further  point  I  would  like  to  si 
to  the  committee,  and  that  is  even  m  the  case  where  it  is 
there  are  no  comparable  domestic  goods  being  sold  in  this  coi 
and  where  the  appraiser  as  a  consequence  is  permitted  to  f( 
the  value  for  sale  of  the  imported  goods,  he  is  not  limited  to 
price  of  the  particular  goods,  but  he  must  take  into  considt 
the  value  of  all,  comparaole  imported  goods. 

The  Chairman.  Put   that   in   your  brief.     Mr.   Howard  is 
representing  the  Grosselli  Chemical  Co.,  and  I  promised  him  fait 
fully  he  would  have  an  opportunity  to  be  heard.     He  has  to  lea! 
the  city  to-night. 

TESTIMONY  OF  H£.  HElfBY  HOWAED,  CLEVELijrD.  OHIO. 

The  Chairman.  Please  state  vour  full  name  to  the  commiU 

■ 

Mr.  Howard  i 

Mr.  Howard.  Henry  Howard. 

The  Chairman.  You  are  in  the  chemical  business  J 

Mr.  Howard.  I  represent,  not  as  put  down  in  the  list,  the  Grosp 
selli  Chemical  Co.,    out   the  Manufacturing  Chemists'   Association 
of  the  United  States,  in  the  capacity  of  chairman  of  the  executiri^l 
committee.  ' 

The  Chairman.  What  particular  concern  are  you  immediatdy 
identified  with '? 

Mr.  Howard.  The  Grosselli  Chemical  Co. 

The  Chairman.  Where  is  that  located  ^ 

Mr.  Howard.  (?levehuid,  Ohio. 

The  CiLURMAN.  Wliat  do  they  make? 

Mr.  Howard.  Heavy  chemicals,  acids,  chemicals,  dyes,  iaUst- 
mediates. 

The  Chatrman.  Will  you  proceed  briefly,  Mr.  How^ard.  and  state 
your  views,  and  anything  furlher  you  may  desire  to  add  you  may 
print  iis  a  part  of  your  remarks.  We  want  to  treat  all  of  you  gentle- 
men with  everv  rourtesv,  but  it  is  o])vi()us  with  the  revenue  law 
coming  on  and  a  demand  all  over  the  country  for  speed  that  we 
must  liurry  along. 

Mr.  Howard.  Mr.  (-liairman,  the  lace  people  have  had  three 
hours,  and  out  of  that  I  want  only  about  1  ">  minutes,  plus  any  time 
you  tak(»  u[)  by  questions. 

The  CiLviKMAN.  1  know  vou  have  consumed  a  great  deal  of  time, 
and  it  is  not  fair  to  you.     Vou  may  proceed. 

Mr.  Howard.  The  Manufacturing  Chemists'  Association  of  the 
United  States,  organized  in  1872,  is  an  association  of  the  manufao 
turing  chemists  of  this  country,  and  a  list  of  its  members  is  hereto 
annexe*  1. 

We  urge  you  to  consider  with  great  (!are  the  suggestion  which 
has  come  from  many  sourc-es,  and  with  which  wc  are  heartily  in 
accord,  that  their  donicstic  value  be  takrn  as  the  basis  for  calcu- 
lating ad  valorem  rates  or  for  any  rates  that  are  in  any  way  regulated 
by   the   value   of   the   imported   article.     This   procedure  has   been 
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Jvocated  by  many  of  our  leading  statesmen  during  the  past  100 
ears,  but  never  in  our  history  has  there  been  a  time  when  its  advan- 
iges  have  been  so  apparent  as  at  present  when  we  are  ahnost  the 
nlv  country  on  a  gold  basis  and  when  values  in  foredgn  markets 
wing  to  depreciated  currency  are  so  unstable  and  distorted  and 
ary  m  such  great  degree  among  different  countries  that  it  would  be 
Tactically  impossible  to  intelligently  write  a  tariff  to-day  that  is 
»ased  on  foreign  valuation. 

Two  main  points  of  attack  of  this  plan  have  come  to  my  attention : 

First,  the  difficulty  of  determining  the  domestic  value. 

Perhaps  the  best  short  answer  to  this  criticism  is  that  whatever 
lifhculties  may  be  encountered  in  obtaining  a  fair  domestic  value 
:hey  can  never  be  as  great  on  the  average  as  the  difficulties  encoun- 
lered  in  obtaining  a  fair  foreign  value.  The  proof  of  this  is  the 
flagrant  imdervaluations  that  are  continually  ta&ing  place  in  articles 
covered  by  ad  valorem  rates  and  which,  althougn  m  general  well 
known,  are  practically  impossible  to  prevent,  owing  to  the  difficulty 
of  investigating  facts  and  conditions  m  fore^  countries. 

The  fact  that  undervaluation  exists  to  an  alarming  degree  is  so 
well  known  that  it  hardly  requires  any  proof.  I  will,  however,  call 
vour  attention  particularly  to  a. statement  made  by  Mr.  William 
Burgess,  to  the  Committee  on  Ways  and  Means.    Mr.  Burgess  says: 

I  beg  to  quote  from  an  address  made  at  a  large  commercial  gathering  in  Berlin, 
^y  the  chairman,  one  of  the  largest  and  most  reputable  merchants  in  Germany.  The 
addresB  was  made  befcdnd  closea  doors  and  afterwards  was  read  before  all  the  chambers 
o(  commerce  within  the  realm. 

The  address  referred  to  by  Mr.  Burgess,  while  criticizing  the  old 
United  States  tariff  policy  of  fixing  a  duty  to  compensate  for  the 
difference  in  the  cost  of  production  at  home  and  abroad,  goes  on  as 

follows: 

Experience  has  taught  that  the  workingB  of  a  tariff  have  not  fulfilled  the  purpose 
for  which  it  was  created,  but,  on  the  contrary,  the  information  gained  under  this 
Tf^Kulation  concerning  costs  of  production  has  been  so  defective  that  in  many  cases 
it  has  been  misleading,  because  through  the  prudence  of  our  officials  we  have  taken 
care  that  investigations  of  tiiis  character  shall  throw  little  li^t  upon  the  actual  value 
of  their  consignments.  In  many  cases  trouble  has  been  avoided  by  having  invoices 
cooaulated  remote  from  districts  in  which  the  goods  are  manufactured. 

The  second  point  of  attack  to  American  valuation,  which  if  justified 

would  be  a  serious  one,  is  that  the  plan  of  using  domestic  valuation 

as  a  basis  of  assessing  ad  valorem  rates  would  be  objected  to  by  our 

State  Department  on  the  ground  that  it  might  be  in  conflict  with 

^►ur  commercial  treaties  with  foreign  countries  which  provide  in 

substance  that  there  shall  be  no  discrunination  and  that  each  cotmtry 

shall  have  the  same  privileges  in  trading  with  us  as  any  other.     In 

other  words,  practically  all  of  our  commercial  treaties  include  a 

''most-favored  nation"  clause.     The  thought  of   the  opponents  of 

American  valuation  apparently  being  that  it  supersedes  a  system 

wherem  the  domestic  value  in  each  of  the  foreign  countries  is  taken 

as  the  basis  and  that  therefore  with  foreign  valuation  as  at  present 

oach  country  is  treated  exactly  alike. 

If  this  contention  were  true,  then  we  must  admit  that  our  present 
system  of  specific  duties  is  the  grossest  discrimination,  because  we 
charge  the  citizens  of  each  countiy  sending  goods  into  the  United 
States  exactly  the  same  rate,  when  figured  in  money  per  unit  quantity 
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of  the  article  imported^  irrespective  of  the  probable  fact  that  tb* 
market  value  of  the  article  is  widely  diflferent  in  different  countriw 

The  opponent  of  domestic  valuation,  tha^t  is,  the  importer,  might 
well  say  if  he  were  consistent  that  a  sliding  scale  for  specific  dutit^ 
should  be  provided  whereby  the  country  having  the  lowest  market 
value,  and  therefore  presumably  the  lowest  costs  for  a  ^ven  article 
should  be  given  a  preferentially  lower  specific  rate  than  its  neighbor 
with  higher  costs  and  therefore  higher  market  values. 

This  IS  exactly  what  we  are  now  doing  with  our  ad  valorem  duti«^ 
based  on  foreign  valuation,  and  I  maintain  that  besides  being  ht^i 
for  the  United  States  the  8;fstem  is  the  grossest  discrimination  again^* 
the  countries  having  the  Higher  costs  and  must  result  in  manv  ca^y^ 
in  practically  barrmg  them  from  doing  business  in  this  countrv 
Careful  consideration  of  this  point  will  convince  you  that  the  ok 
system  of  foreign  valuation  is,  in  fact,  discriminatory  in  a  mot^t 
marked  and  unmir  manner. 

Take  a  concrete  instance;  phenolphthalein  was  recently  offered  ii* 
the  United  States  by  German  producers  at  68  cents  per  pound,  25  per 
cent  ad  valorem,  duty  paid,  which  would  make  the  market  price  \l 
Germany  about  56  cents  per  pound.  The  market  price  at  the  sam*- 
time  in  England  on  phenolpnthalein  was  $1.50  per  pound,  and  2.') 
per  cent  ad  valorem  auty  would  be  37.5  cents  per  pound,  or  a  differ- 
ential against  the  British  product  and  in  favor  of  the  German  product 
of  24.5  cents  per  pound. 

Is  not  this  discrimination  of  the  grossest  sort,  which  would  be  en- 
tirely obviated  if  the  domestic  valuation  in  the  United  States  worf 
used  for  all  alike?  Ad  valorem  duties  combined  with  dome^ti< 
valuation  as  a  basis  is  in  fact  the  nearest  approach  to  specific  duty 
in  the  many  cases  where  a  specific  duty  is  not  practicatjle,-  and  *♦• 
believe  its  fairness  and  desirability  is  so  evident  on  studying  thr 
question  that  it  should  be  made  a  law,  irrespective  of  party  line*, 
because  it  is  just  as  necessary  and  just  as  desirable  in  a  tariff  f«»'' 
revenue  as  in  a  tariff  for  protection. 

It  seems  to  us  that  ^Vmerican  valuation  should  not  be  considemi 
as  in  anv  sense  a  question  of  tariff  policy.  It  is  simply  an  adminL- 
trative  feature  and  is  just  as  valuable  in  a  tariff  for  revenue  only 
as  in  a  protective  tariff.  Its  justification  is  it«  fairness  and  protection 
to  all  alike ;  to  the  importers  from  all  countries  who  get  equal  treat- 
ment no  matter  what  the  rates  of  exchange  may  be;  to  tne  United 
States  Government  whose  revenues  are  protected  against  fraudulent 
undervaluation  and  to  American  industry  which  will  be  insured 
thereby  that  it  will  actually  receive  the  protection  Congress  intended. 

The  following  is  a  list  of  the  officers  and  members  of  the  association 

Manufacturino  Themists'  Association*  op  thk  United  8tate8. 

Tho  Manufacturing  Chemists*  Afwoc  iation  of  the  United  States  wb  or;ga&ize<l  io 
1872.    The  following  i?  a  list  of  its  memliers: 

OFFICERS. 

Prpfddent:  Dr.  Uha*.  K,  Rees*»,  E.  I.  du  Pont  de  Nemour?  ifc  I  o..  Wilmini^ton,  M 
Vii-e  pwwdents:  II.  H.  S.  Handy.  8einet-Sol\-ay  (<>.,  S>-iaru*e.  N.  Y.;  i\  Wilbur 
MiUer,  mvison  rhemical  i  o.,  tianvit  Uuiiilins.  IValtunore,  Md. 
Treasurer:  S.  W.  Wilder.  Merriniac  Ohemiral  Co..  14S  Sute  Strert,  Borton.  M»* 
Sot^retan*:  John  1.  Tierney.  .VIO  Woodward  Building.  Washington.  D.  (\ 
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Executive  Conunittee:  Henry  Howard,  chairman,  Grraaeelli  Chemical  Co.,  1300 
uardian  Buiidine,  Cleveland,  Ohio;  Adolph  G.  Rosen^ten,  Powers-Weiffhtman-. 
^leongarten  Co.,  Ninth  and  Parrish  Streets,  Philadelphia,  Pa.;  Lancaster  Morgan, 
eneral  Chemical  Co.,  25  Broad  Street,  New  York,  N.  Y.;  C.  Wilbur  Miller,  Davison 
hemical  Co.,  Garrett  Building,  Baltimore,  Md.;  D.  W.  Jayne,  the  Barrett  Co.,  17 
latter>'  Plate,  New  York;  Edw.  L.  Pierce,  Solvay  Process  Co.,  Syracuse,  N.  Y.; 
[.  H.  Dow,  the  Dow  Chemical  Co.,  Midland,  Mich. 

MEMBERS. 

Armour  Fertilizer  Works,  Chicago,  111. 
The  Barrett  Co^  17  Battery  Place,  New  York,  N.  Y. 
Baugh  &  Sons  Co.,  20  South  Delaware  Avenue,  Philadelphia,  Pa. 
Henry  Bower  Chemical  Manufacturing  Co.,  Gray's  Ferry  Rc«d  and  Twenty  ninth 
Street,  Philadelphia,  Pa. 
Oalco  Ciiemical  Co.,  Bound  Brook,  N.  J. 
B.  P.  Clapp  Ammonia  Co.,  Providence,  R.  X. 
( olumlia  Chemical  Co.,  Barbeton,  Ohio. 

Consolidated  Color  &  Chemical  Co.,  122  Hudson  Street,  New  York,  X.  Y. 
Oontatt  Process  Co.,  P.  0.  Box  98,  Buffalo,  N.  Y. 
Daviscm  Chemical  Co.,  1101  Garrett  Building,  Baltimore,  Md. 
Detroit  Chemicsd  Works,  Detroit,  Mich. 
Diamond  Alkali  Co.,  Pittsburgh,  Pa. 
Dow  Chemical  Co.  (the),  Midland,  Mich. 

E.  I.  du  Pont  de  Nemours  A  Ck).,  du  Pont  Building,  Wilmington,  Del. 
General  Chemical  Co.,  25  Broad  Street,  New  York,  N.  Y. 
GraeseUi  Chemical  Co.,  1300  Guardian  Building,  Cleveland,  Ohio. 
Harfhaw  Fuller  &  Goodwin  Co.,  720  Electric  Building,  Cleveland,  Ohio, 
Heif  &  Frerichs  Chemical  Co.,  St.  Louis,  Mo. 
Holler  A  Merz  Co.,  Hamburg  Place,  Newark,  N.  J. 
Hercules  Powder  Co.,  Wilmington,  Del. 

Heyden  Chemical  Works  (the),  135  WiUiam  Street,  New  York,  N.  Y. 
Hooker  Electrochemical  Co.,  40  Wall  Street,  New  York,  N.  Y. 
Hord  Color  Products  Co.,  424  East  Market  Street,  Sandusky,  Ohio. 
Klipetein,  E.  C,  A  Sons  Co.,  644  Greenwich  Street,  New  York,  N.  Y. 
Kalbfleisch  Corporation  (the),  31  Union  Square  West,  New  York,  N.  Y. 
Chas.  Lennig  &  Co.  (Inc.),  112  South  Front  Sti^t,  Philadelphia,  Pa. 
MaUinckrodt  Chemical  Works,  3600  North  Second  Street,  St.  Louis,  Mo. 
Mathieson  Alkali  Works  (the),  25  West  Forty-third  Street,  New  York  City. 
MrKeason  &  Bobbins  (Inc.),  91  Fulton  Street,  New  York,  N.  Y. 
Merrk  A  Co.,  .45  Park  Place,  New  York,  N.  Y. 
Merrimac  Chemical  Co.,  148  State  Street,  Boston,  Mass. 
Michigan  Alkali  Co.,  Ford  Building,  Detroit,  Mich. 
Mutual  Chemical  Co.  of  America,  55  John  Street,  New  York,  N.  Y. 
National  Ammonia  Co.  (the),  Frankford,  Philadelphia,  Pa. 
National  Aniline  Chemical  Co.,  21  Burling  Slip,  New  York,  N.  Y. 
National  Lead  Co.,  120  York  Street,  Brooklyn,  N.  Y. 
Naugatuck  Chemical  Co.  (the),  Naugatuck,  Conn. 

New  England  Fuel  &  Tran3portation  Co,  (the).  111  Devonshire  Street,  Boston, 
Ma». 

Newport  CJhemical  Works  (Inc.),  120  Broadway,  New  York,  N.  Y. 

Niagara  Alkali  Co.,  Niagara  Falls,  N.  Y. 

Nichols  Copper  Co.,  25  Broad  Street,  New  York,  N.  Y. 

Penn^lvama  Salt  Mfg.  Co.,  Widener  Building,  Philadelphia,  Pa. 

Cha?.  Pfizer  &  Co.  (Ltd.),  81  Maiden  Lane,  New  York,  N.  Y. 

Philadelphia  Quartz  Co.,  121  South  Third  Street,  Philadelphia,  Pa. 

PoweiB-Weightman-Rosengarten  Co.,  Ninth  and  Parrish  Streets,  Philadelphia,  Pa; 

Jhodia  Chemical  Co.,  New  Brunswick,  N.  J. 

w«ler  &  Hasshicher  Chemical  Co.,  709-717  Sixth  Avenue,  New  York,  N.  Y. 

RolUn  Chemical  Co.  (Inc.),  Charleston,  W.  Va. 

ftemet^lvay  Co.  (the),  Solvay,  N.  Y. 

2;>l^-ay  Process  Co.,  Syracuse,   N.   Y. 

Tartar  Chemical  Co.,  135  William  Street,  New  York,  N.  Y. 

1. 8.  Indufitrial  Alcohol  Co.,  27  William  Street,  New  York,  N.  Y. 
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NoWj  this  morning  a  good  deal  was  said  about  the  diffifnlty  at 
determining  American  valuation  and  about  the  way  in  which  our 
appraisers  would  be  swamped.  If  the  importer  in  this  country  i* 
required  to  declare  the  American  valuation  just  as  the  foreigD  valiu- 
tion  is  now  declared  by  the  importer,  why,  then,  you  would  have  no 
more  complication  than  you  have  now.  You  would  have  this  ad- 
vantage, that  the  appraiser  would  be  in  a  position  to  inmiediatelj 
compare  that  declarative  valuation  with  information  which  i> 
right  at  the  door,  right  at  hand,  whereas  to-day  they  have  to  fv 
back  to  the  countries  all  over  the  world  to  make  the  comparaoc 
Is  it  .not  likely  that  you  would  get  a  good  deal  closer  and  more 
accurate  statements  of  value  from  the  importer  when  he  is  daclannit 
on  the  American  valuation,  which  anybody  can  check  up,  which  b^ 
competitors  can  check  up,  than  if  he  makes  a  declaration  of  a  valae 
whicn  exists  10,000  miles  away  ?  In  other  words,  it  would  seem  that 
the  machinery  required  getting  an  accurate  valuation  would  be  ftf 
simpler  under  the  American  valuation  plan  than  imder  the  praiefit 
system.  The  fact  of  the  matter  is,  as  we  all  know,  that  we  have  no 
well  defined  method  for  securing  information  regarding  foreign  vahia- 
tion.  Of  course,  the  tremendous  objection  which  has  been  bron^i 
out  once  or  twice  before  to  the  f<»reign  valuations  of  to^ay,  wh^ch 
is  one  of  the  principal  excuses  for  making  the  change,  is  that  the 
foreign  valuation  is  so  different  in  different  countries  by  rea^n  of 
the  tremendous  variance  in  rates  of  exchange.  Under  tlie  present 
system  you  have  to  determine  40  or  50  or  IM  valuations,  and  hare 
to  have*  machinery  for  determining  those  valuations  in  aU  of  tlie 
foreign  countries.  Whereas  under  the  proposed  syst^n  aD  tlut 
machinery  could  be  concentrated  right  here,  right  at  home,  under 
your  own  jurisdiction. 

I  think  toat  is  all  I  have  to  say.  Mr.  Chairman  and  gentlemen. 

The  Ch.ktrmax.  You  will  have  an  opportunity  to  correct  your 
remarks,  if  you  so  desire. 

Mr.  Howard.  I  would  like  to  have  that  €^>portiinityy  sir. 

TBSTIMOVT  OF  CLEltSIT  J.  DUSCOtL,  RBFESSSSTUtt  TD 

UBEKTT  LACE  AVD  VSTTDTG  WORKS. 

The  Chairman.  Mr.  Drisci>ll,  you  may  proceed  with  your  state- 
ment. 

Mr.  l>Risa>LL.  I  will  not  detain  you  more  than  one  minute. 

ThoOuAiRMVM.  Very  well,  vou  are  a  most  attractive  witoeeft. 

Mr.  Orisooi.u,  1  n^pn^sont  tlio  Libortv  Lace  and  Netting  WiMfc. 
and  wHUted  to  :^«y  to  this  comniiitco  on^half  of  our  company  thtt 
they  favor  tho  .Vmerioan  vnluation  in  this  bill. 

r  want  to  li^avo  one  other  ihiniirht.  In  the  course  of  the  heariofs 
it  has  been  advanced  constantly  that  if  the  American  vaioatton 

5 Ian  is  adoptod  tho  ^i^-oallod  importer  will  be  driven  out  of  businesf 
ust  this  ono  thought. 
Tho  iiu{v>rtor  <s  :^  joMvr.  Ho  i<  t^sontijillv  a  distributor,  and  in  lb? 
last  analysis  it  \x  ill  not  lUiiko  tlu^  lo?^st  hit  of  ihffon^nce  to  him  if  then* 
is  a  ci^niploto  oiul^ai^>,  Kv^^uvo  nli  ho  hf.s  t>r  do  is  to  take  the  tickft 
off  *'  Mado  in  (lonn.Hiw  *'  and  put  on  **  M:\vii'  m  Amorica/*  During  the 
war  he  UvimI  and  \\rt>  pT>w|vn>us  nn^l  1.08 ii^  v.  but  he  was  bnvine  our 
poods.  and  lus  t.sbUs  woiv  lor.diHl  >MTh  pHvis  mariced  ''Made  in 
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America/'  and  his  income  tax  returns  will  show  that  he  was  very 
healthy  and  happy.  The  discussion  which  tends  to  indicate  that  he 
will  be  driven  out  of  the  country  or  out  of  existence  is  absolute  fiction. 
We  are  not  in  competition  with  the  importer;  we  are  in  competition 
with  the  European  manufacturer. 

Our  company  is  very  much  in  favor  of  the  plan  and  urge  its  adop^ 
tion. 

TESTIIEOST  OF  DUDLEY  HABM Olf,  BEPBESSHTIlfG  CEBTAIV 

KAVUFACTUBEBS  OF  COITNEGTICUT. 

The  CfiAiRBiAK.  You  may  state  your  name  to  the  committee,  Mr. 
Harmon. 
Mr.  Ha&mon.  Dudley  Harmon. 
The  Chairman.  You  represent  Mr.  Hubbard  ? 
Mr.  Harmon.  Yes,  sir. 

The  Chairman.  He  requested  you  to  appear  here  ? 
Mr.  Harmon.  Yes,  sir. 
The  Chairman.  What  is  yoiur  business  ? 
Mr.  Harmon.  I  am  the  executive  in  charge  of  the  office  of  the 

association. 
The  Chairman.  That  association  represents  all  the  manufacturers 

of  Connecticut  ? 
Mr.  Harmon.  It  has  about  800  manufacturers  of  the  State  and  is 

thoroughly  representative  of  the  industries  of  the  State. 
The  Chairman.  You  may  proceed  with  any  statement  you  have  to 

make  to  the  committee. 
Mr.  Harmon.  Mr.  Chairman  and  gentlemen,  I  desire  for  a  moment 

to  call  your  attention  to  the  fact  that  the  Manufacturers'  Association 

of  Connecticut  believe  the  American  valuation  is  essential  for  ade* 

auate  protection  of  Connecticut  industries.     That  has  been  expressed 

tnrough  formal  vote  of  the  executive  committee  and  board  of  directors. 
Senator  McLean.  What  was  that  vote  based  upon  ?    Was  there  a 

referendum  on  the  question  ? 
Mr.  Harmon.  It  was  discussed  in  many  of  our  meetings,  it  was  the 

subject  of  considerable  discussion,  but  we  did  not  conduct  a  formal 

referendum. 
Senator  McLean.  Was  there  any  opposition  that  you  knew  of  ? 
Mr.  Harmon.  No,  sir.  I  will  point  out  that  Connecticut  is  a  highly 
industrialized  State,  and  that  it  is  a  very  good  cross  section  of 
American  industry,  and  among  our  members  you  will  undoubtedly 
find  a(Hne  manufacturers  who  have  large  importing  interests  and 
whose  views  on  that  question  differ  from  those  of  the  naajority. 

The  association  is  made  up  of  some  800  manufacturing  establish- 
nients  in  the  State,  which  last  year  employed  more  than  a  quarter 
of  a  million  men  and  women,  and  its  combined  aggregate  capitaliza- 
tion is  nearly  $1,000,000,000.  The  question  of  Anaerican  valuation 
?f  imported  goods  has  been  before  them  for  several  months,  and  as 
individuals,  m  local  groups,  and  through  the  trade  associations, 
they  have  supported  the  action  of  the  State  association  in  favor  of 
the  American  valuation  plan. 

The  most  recent  reports  to  the  association  show  that  out  of  more 
than  200  plants  reporting  the  average  operating  schedule  is  only 
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three  and  a  fraction  days  a  week,  with  forces  reduced  from  one-fc 
to  three-fiftl^  or  more.     A  considerable  number  of  plants  are 
this  summer,  from  two  weeks  to  indefinite  periods.     In  many  h 
stances,  plants  which  are  closed,  or  which  nave  sreatly  curtaili 
their  operations,  are  confronted  with  the  spectacle  of  lai^  quantitii 
of  imported,  competing  goods  arriving  in  the  United  States,  finr* 
a  ready  market  at  prices  far  below  the  cost  of  production  in  Coi 
ticut.     No  conceivable  sacrifice  of  profits,  no  change  in  methods 
operation,  no  reduction  in  wages  is  possible  to  Connecticut  mani  ~ 
turers  which  will  enable  them  to  get  down  to  these  foreign  prices. 

On  the  other  hand,  we  believe  that  the  adoption  of  the  Ameri( 
valuation  plan  will  offset  the  double  advantage  which  the  Europ 
producers  enjoy  in  the  way  of  their  extremely  low  cost  and  de| 
ciated  currency.     Furthermore,  we  believe  that  the  American  vi 
ation  is  the  only  valuation  measure  that  will  at  this  time  mi 
the  very  critical  condition  with  which  we  are  confronted,  and  pi 
the  Connecticut  manufacturer's  right  to  compete  in  his  own  count 
with  the  goods  the  foreigner  produces.     We  have  not  seen  the  somu 
ness  of  trie  principle  anywhere  effectively  denied.     We  are  firmljj 
convinced  it  offers  an  essential  means  of  relief  to  out  industries. 

It  seems  to  us,   therefore,   that  the  question  of  administratii 
difficulties  is  very  much  outweighed  by  the  other  points.     We  ttunki 
the  objections  that  have  been  urged  on  the  committee  in  these  he«^i 
ings  are  not  by  any  means  insurmountable,  and  we  think  the  plan  %  '\ 
practical  in  operation  from  an  administrative  point  of  view.  'j 

Therefore,  we  earnestly  hope  the  committee  will  recommend  th» 
adoption  of  the  American  valuation  plan. 

I  thank  you,  Mr.  Chairman  and  gentlemen. 

Senator  McLean.  The  excess  profit  taxes  paid  by  the  Connecticat 
manufacturers  will  be  rather  small  unless  they  get  some  additional 
protection  against  foreign  importations,  will  they  not  ? 

Mr.  Harmon.  On  the  basis  of  conditions  now,  I  think  most  of  them 
have  dismissed  the  excess  profit  tax  from  their  minds. 

Senator  Smoot.  Thoy  arc  likely  to  got  out  of  paying  the  excess 
profit  tax  ? 

Mr.  HAl^^^ON.  Very  frankly,  Senator,  many  of  them  are  losing 
money  at  this  mouK^nt. 

S(»nator  McLean.  It  has  boon  su«;gosted  we  ought  to  revise  the  tax 
law  furthiT.  nnd  I  will  repeat  the  remark  wliich  1  made  a  few  moments 
ago,  that  apparently  the  patient  needs  some  nourishment  before  we 
open  a  new  artery. 

Mr.  Harmon.  (\)nneoticut  as  an  industrial  State  is  hardly  on  the 
map  if  its  factories  are  not  operating. 

Senator  Watson.  vS(»nator  McLean.  J  do  not  agree  with  you  about 
tliat,  but  I  am  not  going  to  argue  it  here.  1  think  we  should  revise 
the  tax  laws  first,  but  wo  will  take  that  up  later  on. 

Senator  McLkan.  liotli  are  important. 

The  Chaihman.   Is  that  all? 

Mr.  IIakmon.  Yes,  sir. 

The  Chairman.  There  is  one  more  gentleman,  Mr.  David  Metzger, 
of  New  York.  rej)resenting  the  Maderia  Embroidery  Co. 

Mr.  Mktzckij.  I  am  presi(hMit  of  that  company,  but  Mr.  Lane,  the 
attorney,  is  here,  and  he  n'j)res(Mits  about  lo  other  companies  along 
that  line,  and  I  would  like  to  make  way  for  him. 
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The  Chairman.  Very  well. 

Senator  Shoot.  You  are  an  importer  ? 

Mr.  Metzger.  Yes,  sir. 

TESTIMONY  OF  THOMAS  M.  LANE. 

The  Chairman.  You  may  state  your  name  to  the  committee. 

Mr.  Lane.  Thomas  M.  Lane. 

The  Chairman.  You  are  an  importer  ? 

Mr.  IxAXE.  I  am  an  attorney  representing  certain  importers. 

We  will  file  with  the  committee  to-day  a  printed  brief  outlining  the 
bjeotions  of  four  of  the  leading  Maderia  embroidery  importers  of 
lew  York,  and  I  represent  probably  15  in  addition  to  those  named 
a  the  brief  who  will  ask  permission  to  file  a  later  protest  against  the 
American  valuation  plan. 

(The  document  reierred  to  is  here  sot  forth  in  full,  as  follows:) 

flic  CoMMrrrEE  on  Finance, 

United  States  Senate^  Waskingtoriy  D.  C. 

Sirs:  The  undersigned  are  manufacturers  and  importers  of  Madeira  embroideries, 
fhich  under  the  pending  general  tariff  bill  (H.  R.  7456),  would  be  dutiable  at  37i 
^cent  ad  valorem  under  paragraph  1430  of  the  bill  as  paB8e<l  by  the  Uouse. 

By  >irtue  of  section  402  of  the  bill  the  above  ad  valorem  rate  of  37 i  per  cent  would 
be  assessed  on  the  American  selling  price  of  this  commodity. 

A  duty  of  374  per  cent  on  the  American  selling  price  is  the  equivalent  of  a  duty 
noyinf;  from  100  per  cent  to  135  per  cent  on  the  foreign  valuation,  as  against  a  duty  of 
W  per  cent  on  foreign  valuation,  which  has  prevailed  for  over  30  years.  The  rate  of 
fiOi)er  cent  on  foreign  valuation  under  the  McKinley  tariff  of  October  3,  1890,  under 
the  Dinirley  Act  of  July  24,  1897,  under  the  Fayne-Aldrich  Act  of  August  5, 1909,  and 
under  the  Underwood-Simmons  tariff  of  October  3,  19 J 3. 

The  undersigned  petitioners  are  perfectly  willing  that  the  60  per  cent  rate  should  be 
continued  upon  the  same  basis  01  foreign  valuation  as  heretofore  under  the  above- 
moniioiied  acts. 

Thev  ])roteM  against  the  adoption  of  the  American  valuation  as  impossible  of  appli- 
•^tinu  to  this  claims  of  merchant liso.  T  hoy  protest  against  the  rate  of  STJ  per  cent  upon 
*n  Am<»rican  valuation  as  destructive  of  a  largo  and  important  industry  developed 
»brf>ad  by  American  capital,  and  an  important  source  of  revenue  to  the  (Tovornmont. 

The  above  and  other  objections  to  the  proposed  change  in  the  law  are  outlined  in 
more  detail  below: 

I.  The  American  valuation  plan  is  wholly  impracticable  and  unjust  in  its  applica- 
tion to  Madeira  embroideries.  Madeira  embroideries  are  the  product  of  the  island  of 
^Uileira  and  adjacent  Portugue:?e  possessions.  They  are  entirely  handwork  of  unique 
defl^  and  construction  made  by  the  native  women.  The  comm(xlity  is  not  made  in 
the  United  States,  nor  is  there  manufactured  in  tlie  United  States  any  comparable 
pr^'duct,  so  that  it  is  not  possible  to  ascertain  from  comparable  products  of  tliis  country 
''hat  the  L'nited  States  selling  price  should  be  on  the  imported  merchandise.  Undeir 
pirapaph  402,  therefore,  the  dutiable  value  would  be  the  value  of  the  imparted  goods 
i'jT  sale  in  the  United  States  as  of  the  date  of  exportation  from  Ma^leira. 

?fiidi  \-aliiation,  in  the  opinion  of  petitioners,  would  be  impossible  of  ascertainment, 
h  is  impossible  to  determine  what  the  selling  price  is  going  to  be  until  the  merchandise 
ha.-'  been  imported  and  until  the  selling  price  can  ])e  ascertained  as  the  result  of  demand 
*nd  flipply,  the  desirability  of  the  merchandise,  and  the  general  business  conditions. 
Mdili'ira  embroideries  are  made  in  simple  or  low-priced  effects  as  well  as  in  elaborate 
and  hidi-prir-e<l  effects,  and,  dependin":  on  general  conditions  of  trade,  there  may  be 
prartirally  no  demand  for  the  higher -priced  goods.  This  could  not  be  determined  at 
the  rime  the  designs  were  drawn  or  the  article  put  in  work,  and  it  usually  takes  six 
to  eiirhi  months  from  the  time  the  wdrk  is  started  until  the  merchandise  can  be  im- 
P'Tte'l  and  offeree!  for  sale;  and  long  before  it  can  be  determined  wliat  the  sollin-^  price 
nil  be  the  article  is  put  in  process  of  manufacture.  An  importer  doe.-?  not  know  in 
I'Jvanr^  of  offering  the  goods  for  sale  what  he  can  get  for  tliem.  He  miy  have  a  very 
efinite  idea  as  to  what  thev  will  cost. 

ImfK)rt?rs  of  Madeira  emliroiderics  have  to  take  the  chances  of  market  conditions 
>r  merchandise  which  they  offer  for  sale.    They  naturally  try  to  realize  a  profit  over 
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cost  of  la>dng  tho  poods  down  in  the  United  States,  but.  depeudixig  on  the  ( 
there  may  be  for  the  merchandise  and  the  desirability  of  any  particular  article, 
price  will  be  affected  according:! y.    The  selling  price  and  value,  of  an  embroidi 
article  depend  not  solely  on  the  cost  of  production,  but  largely  on  the  desirability  ■ 
attractiveness,  which  in  turn  reflect  the  taste,  judgment,  and  skill  of  the  design' 
staff  that  is  responsible  for  developing  the  line  of  patterns..  Borne  patterns  turn 
very  well  and  find  favor,  and,  consequently,  either  sell  more  freeiy  or  commaiid 
better  price.     Other  patterns  prove  to  be  not  so  attractive,  but  the  cost  may  be," 
as  great.    These  have  to  be  sold  at  a  lower  price  and  frequently  have  to  be  sold 
even  at  a  loss,  but  at  the  time  of  exportation  it  can  not  be  determined  what  thei 
mate  selling  price  will  have  to  be  either  of  the  patterns  that  find  favor  or  those  that 
unsuccessful.    The  price  is.  furthermore,  influenced  by  the  available  supply, 
the  supply  is  large  and  the  demand  is  small,  as  it  has  been  this  season,  the  price 
be  depressed  and  the  sale  will  be  correspondingly  light  and  the  profits  correspond' 
smaller.    All  those  are  factors  that  can  not  be  determined  even  by  the  experi 
manufacturer  and  dealer,  much  less  by  the  appraiser,  who  has  to  find  the  United  S' 
selling  value  on  which  the  duty  is  to  be  assessed. 

In  the  opinion  of  importers,  it  is  absolutely  an  impossible  task  to  determine 
the  Felling  price  is  going  to  be  before  the  dutiable  value  can  be  determined. 
possible  to  ascertain  what  the  foreign  cost  is  and  to  assess  dut>'  on  that,  but  it  i 
possible  to  determine  in  advance  of  actual  sale  what  the  selling  price  is  going  to  W 
and  no  set  of  appraieers  or  any  other  human  being  can  be  found  who  could  detemdlt 
the  pelling  price.  The  fact  that  an  article  may  have  sold  at  $10  last  month  woali 
not  mean  that  it  may  not  have  to  sell  at  $9  next  month,  or  that,  if  conditions  »»• 
rant  it.  the  price  may  not  e^en  go  higher  than  $10. 

2.  The  proiKjsed  duty  of  37^  per  cent  ad  \'alorem  on  American  value  would  resriC 
in  an  embargo  upon  the  importation  of  Madeira  embroideries.  Under  the  propOMt| 
Fordney  tariff  the  importers  of  Madeira  embroideries  w-ould  have  to  suspend  bu«*; 
nesH.  They  could  not  continue.  It  would  be  impossible  to  produce  this  merdm-, 
disc  and  sell  it  in  the  United  States  at  a  profit.  This  can  readily  be  appreciatiC: 
if  the  following  I'gures  are  understood:  An  article  that  now  sells  for  $10  and  aatfj 
to  manufacture  ?3.75  gold  will  pay  on  the  60  per  cent  rate  12.25  duty:  allowanqr 
for  packing,  landing  charges,  including  freight  and  insurance,  customhouse  entiT 
fee  and  counsel  fee.  50  cent.s:  overhead  on  the  cost  of  doing  business  in  the  UnitiO 
States  25  per  cent  on  the  selling  price,  S2.  This  gives  a  total  of  $8.50  and  allon 
$1.50  profit  from  which  must  be  deducted  the  cash  discount  and  cost  of  boxing. 

On  the  basis  of  assc^ssing  duty  on  the  American  selling  price,  assuming  that  tht 
selling  price,  $10,  remained  the  same,  and  that  the  foreign  cost,  $3.75,  remained  the 
same,  you  would  get — 

Foreign  cost $3. 75 

37i  per  cent  duty  on  §10 * 8.75 

Shi])ping  expense 5* 

Overhead  in  the  L'nited  JStates 2.tt 

Total  cost la  «• 

This  would  allow  no  nuirgin  of  profit  or  allowance  for  cash  discount  and  cost  of 
boxing  in  l'nited  States. 

A  duty  of  $3.75  under  the  Pordnev  tariff,  as  compared  with  $2.25  duty  under  th» 
Underwood  bill,  would  re.««ult  in  an  increase  of  duty  of  6()§  per  cent  (equi^'alent  to 
about  KM)  p(>r  cent  duty  on  foreiirn  valuation',  and  would  take  away  all  profit  from  the 
importer  unless  he  were  to  advance  his  selling  i)rice  to  $13.50  so  as  to  make  theflwn^ 
amount. of  profit,  namely,  ?1.5<),  that  he  makes  ai  present.  This  is  shown  in  the 
following  way: 

Cost $3.75 

Diity,  37J  on  $13.50 5.06 

Overheatl,  20  ]»er  cent  on  the  l'nited  Stated  soiling  price  of  $13.50 2. TO 

Shi]>ping  expense 50 

Total  cost 12, 01 

Selling  i>ri(v 13. 3( 

Profit 1. 4 

Then  instead  of  nayiiii:  <iuty  as  at  pn-cni  of  jJL'.25.  he  would  have  lo  pay  a  dutv  i 
$5.06.  This  would  ri'suii  in  an  increa.^**  in  duly  of  .S2.S1.  or  125  per  cent  more  <fut 
than  at  prc:!enl:  or  in  other  wor«ls,  inHt<*atl  of  paying  IH)  per  cent  duty  on  foreign  valui 
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»f«i  'as  «o«r,  he  would  sctiutUy  be  pajdng  136  p^  cent  duty  on  lofmg«  valoAtion. 
rhb  would  naturally  result  in  increasing  the  cost  to  the  consumer  tremendouflly, 
t>r»>vidiiig  the  coneumerB  were  willing  to  pay  this  fictitious  price,  but  the  consumer 
ro«ld  not  he  willing  to  pay  such  an  increase  and  it  would  simply  result  in  killing  of! 
the  induMtry. 

:^  An  important  industry  developed  by  American  capital  abroad  is  threalened 
Kith  destruction  with  no  compensating  benefit  to  an  American  industry.  American 
rapital  has  lar^ly  supplanted  and  superceded  German  capital  in  the  iproduction  of 
Madeira  embroideries.  Fifteen  years  ago  no  American  house  was  actively  engaged 
m  the  pflMhiction  of  Aiadeira  hand  ambroidenes  and  substantially  all  of  ttus  class  of 
merehaiMiifle  that  waa  ixoduced  and  at  that  time  found  its  way  into  this  market  was 
sold  here  by  German  houses.  German  houses  have  practically  been  eliminated  and 
the  American  houses  have  worked  into  a  dominant  position  in  Madeira  and  now 
control  practically  75  per  cent  of  the  production  and  output.  This  country  has  been 
the  largest  oatiet  lor  Madeira  embroideries  for  a  number  of  yean  past,  uad  a  large 
number  of  women  who  have  been  trained  to  do  this  work  over  a  long  period  of  yean 
have  no  other  means  of  livelihood  in  the  islands,  as  they  are  dependent  for  their 
livelihood  on  the  wages  they  receive  for  doing  this  work,  and  if  this  source  of  income 
were  taken  away,  due  to  the  imposail>ility  of  importing  thei'e  goods  into  the  United 
States,  it  would  result  in  great  misery  and  privation  to  thousands  of  women  and 
families. 

There  is  no  similar  American  industry  that  needs  additional  protection.  A  00  per 
cent  rate  on  foreign  valuation  has  always  been  considered  a  high  rate  on  articles  of 
this  kind,  and  under  this  rate  the  United  States  has  derived  a  large  revenue  and  wiM 
continue  to  receive  a  laige  revenue  in  the  way  of  import  duties  if  the  cost  of  importing 
is  not  increased. 

Madeira  embroideries  are  made  by  hand.  There  are  no  Madeira  machine  embroid- 
ered goods.  The  number  of  handd  who  can  produce  Madeira  embroideries  is  limited 
to  a  oomparadvely  few  thousand  girls  and  women  who  have  been  either  taught  in 
srhools  or  convents  or  their  homes.  It  is  an  industry  that  requires  conaiderabte 
patience,  skill,  and  natural  aptitude,  which  the  women  in  Madeira  seem  to  have 
inherited.  No  matter  how  great  the  demand  may  be,  the  output  will  at  all  times  be 
limited,  so  there  is  no  danger  of  any  excessive  amount  being  dumped  on  this  market 
to  the  detriment  of  any  American  industry. 

\s  we  understand  it,*  the  Fordney  tariff  is  not  designed  to  increase  the  cost  of  mer*' 
chandioe  to  the  American  consumer  or  to  annihilate  industries  derveloped  by  American 
capital,  and  even  though  this  hand  embroidery  is  made  in  Madeira,  it  is  done  through 
American  capital  and  American  direction  and  gives  employment  to  a  large  number  of 
people  in  the  United  States  who  are  required  for  handling,  boxing,  laundering,  ship- 
pi  d?,  and  distributing  these  goods  after  they  arrive  hen. 

4.  The  bill,  if  enacted  in  its  present  form,  would  cut  off  a  large  source  oi  revenue 
to  the  Government.  During  the  year  1920  the  United  States  Government  received 
in  duties  over  $2,000,000  that  was  paid  on  the  importation  of  Madeira  hand 
embroideries. 

As  it  is  Uie  purpose  of  the  Government  to  increase  the  revenues,  we  believe  the 
Fordner  bill  is  deragned  with  this  aim  in  view,  but  in  regard  to  Madeira  embroideries 
it  will  mil  in  its  purpose  if  the  American  selling  price  is  to  be  the  basis  on  which  the 
duty  is  to  be  assessea^  and  instead  of  deriving  as  large  or  larger  revenue  than  in  former 
wars  the  industry  will  be  strangled  and  the  revenue  will  be  cut  off  and  the  Govem- 
aent  will  certainly  be  the  loser,  as  well  as  the  importers. 
Respectfully  submitted. 

Madeira.  Embroidery  Co., 

No.  932  Broadway f  New  York. 
Le ACOCK  &  Co., 

No.  fSO  F^  Avenue,  New  York. 

Kbw  York  Funchal  Hand  Embroidert  Co., 

No,  2tO  Fifth  Avenue^  New  York. 

N.  J.  RlOHMAN  Co., 

No.  S9  While  Street^  New  YorL 

Mr.  Laive.  No  Amdrican  house  15  years  ago  was  actively  engaged 
in  the  production  of  Madeira  embroidery.  The  Germans  controlled 
the  Madeira  embroidery  ihdustry  exclusively.  It  was  developed 
abroad  by  American  cajnl^al. 
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Senator  Watson.  Why  do  you  say  it  was  developed  abroad  bj 
American  capital  ? 

Mr.  Lane.  It  was  developed  abroad  by  American  capital,  becau:se 
it  is  an  industry  sui  generis  and  peculiar  to  the  island  of  Madeui. 
You  could  not  produce  it  anywhere  else  except  on  the  idand  of 
Madeira  or  adjacent  Portuguese  Provinces. 

Senator  Watson.  Is  that  on  account  of  the  raw  material  ? 

Mr.  Lane.  It  is  principally  on  account  of  the  labor.  The  produe- 
tion  is  a  peculiar  local  output  made  by  the  women  of  the  isluid  (rf 
Madeira. 

Senator  Watson.  At  very  low  wa^es  ? 

Mr.  Lane.  Yes,  sir;  at  comparatively  low  w^es.  However,  ii 
could  not  be  produced  in  this  country. 

Senator  Smoot.  You  could  not  get  the  women  living  in  that  country 
to  come  to  this  coimtry  to  make  that  lace  ? 

Mr.  Lane.  I  would  not  admit  that,  Senator  Smoot,  but  the  wcHnen 
in  this  countrv  don't  know  how  to  make  it. 

Senator  Smoot.  I  am  aware  of  that.  I  do  not  think  the  womeD 
would  make  that  lace. 

Mr.  Lane.  It  is  peculiar  to  the  women  of  that  island. 

Senator  Smoot.  Those  women  would  not  want  to  come  to  live  in 
America  ? 

Mr.  Lane.  You  could  not  move  that  population  here,  if  that  is 
what  you  mean^  that  lives  on  the  island  of  Madeira. 

The  Germans  went  there  and  obtained  control  of  the  industry,  and 
American  capital  is  gradually  displacing  them.  Seventy-five  prr 
cent  of  the  production  or  output  oi  Madeira  embroidery  is  now  con- 
trolled by  American  capital. 

Senator  McLean.  Is  their  output  comparable  to  lace  made  in  this 
country? 

Mr.  Lane.  No,  sir;  there  is  no  competitive  article  in  this  country. 

A  further  peculiar  feature  of  the  industry  is  that  it  ia  very  essen- 
tially  a  novelty,  a  constant  development  of  new  designs,  new  pattern*, 
new  articles,  so  that  that  feature  of  it  makes  the  American  valuation 
plan  one  of  peculiar  difficulty.  In  the  first  place,  imder  the  statute 
as  it  is  now  framed  these  goods,  not  having  any  comparable  or  com- 
petitive products  in  this  country,  can  not  be  appraiaea  on  the  value  of 
the  American  product — self-values,  so  to  speak.  The  importers  have 
found,  after  the  most  careful  consideration  of  the  question,  that  they 
will  be  absolutely  unable  to  determine  what  the  American  selling 
price  will  be. 

Senator  Smoot.  The  importer  can  swear  to  that,  can  he  not }  He 
can  swear  to  what  he  is  going  to  sell  thsm  for  ? 

Mr.  Lane.  He  can  swear  to  almost  anything,  Senator  Smoot;  but 
the  machinery  provided  in  this  law  has  teeth,  and  he  must  be  careful 
that  he  does  not  swear  carelessly. 

Senator  Smoot.  That  is  just  why  I  would  want  him  to  swear,  and 
then  they  would  not  have  very  much  trouble  in  getting  at  the  value. 

Mr.  Lane.  He  is  willing  to  swear  if  he  knows  what  it  ia  goinfr  u> 
cost  him. 

Senator  Smoot.  No  importer  is  eoing  to  import  those  things  into 
this  countrv  unless  he  knows  what  ne  is  goin^  to  sell  them  for. 

Mr.  Lane.  The  answer  to  that  question,  Senator,  is  that  he  diKs 
and  has.     In  fact,  for  six  or  eight  months  before  he  knowa  what  he 
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^  going  to  ^et  for  them  he  imports  them,  and  th^e  is  no  way  in  the 
v'orld  for  him  to  know  the  price  the  market  will  pay  him. 

Senator  Smoot.  I  am  talking  about  when  they  are  to  l)e  sold  and 
^hen  the  duty  is  to  be  paid  upon  them. 
Mr.  Lakk.  After  they  are  here  and  after  he  tests  out  his  market. 
Senator  Smoot.  That  is  the  only  article  in  the  lace  or  woolen  goods 
L»r  cotton  g[oods  or  any  goods  that  I  know  of  that  is  to  be  made  from 
raw  materials  that  womd  take  as  long  time  as  that  class  of  goods 
would  take,  that  the  orders  would  not  be  placed  six  months  ahead 
and  the  goods  sold  in  this  country  sometimes  six  months  ahead.     We 
sell  woolen  goods  eight  months  ahead,  before  they  are  made  and 
before  the  wool  is  purchased,  but  we  have  samples  and  sell  on  sample. 
Senator  McLkan.  Have  you  any  competition  on  that  article  ? 
Mr.  Lane.  Practically  none.     These  goods  are  not  sold  on  sample. 
Senator  McLean.  If  you  have  no  competition  in  this  country,  I 
should  think  you  could  fairly  estimate  your  selliag  price. 

Mr.  Lane.  These  are  dutiable  at  37^  per  cent  under  paragraph 
1430  of  the  bill. 

The  effect  of  that  and  the  American  selling  prices  as  far  as  they  are 

now  determined,  based  on  present  cost  of  production,  would  be  an 

increase  of  about  125  per  cent  over  the  rate  that  has  prevailed  for 

the  last  30  years.     Sixty  per  cent  has  been  the  rate  that  this  article 

has  paid  ever  since  the  McKinley  tariff  of  1800,  and  that  is  one  of  the 

high  rates  of  the  bill.     Figured  at  the  present  production  cost  and 

present  foreign  cost,  the  rate  of  37.5  per  cent  on  the  selling  price 

that  would  pay  the  same  profit  would  be  a  rate  of  about  135  per  cent. 

We  have  put  the  fonnula  in  our  brief,  and  it  is  perfectly  Evident  to 

anyone  that  that  would  be  the  effect.     Take  an  article  that  now 

hnngs  SIO  on  this  market,  the  proper  ratio  of  cost  is  about  S3.75. 

That  article  would  cost  about  $3.75  to  produce  at  Madeira. 

Senator  Skoot.  Tliose  rates  the  committee  will  go  into. 

Mr.  Lane.  Yes,  sir.     Your  37.5  per  cent  duty  is  on  the  $10  selling 

price,  $3.75,  just  100  per  cent  which  wipes  out  all   profit.     In  order 

to  have  the  same  pront  we  now  receive  the  price  of  that  $10  article 

would  be  $13.50,  aoout  35  per  cent. 

Senator  Smoot.  You  mean  you  sell  the  goods  that  cost  you  $3.75 
for  $10? 

Mr.  Lane.  Yes,  sir;  60  per  cent 

Senator  Smoot  (interposing).  If  jou  are  making  200  per  cent  I  can 
not  see  where  you  have  any  complaint. 

Mr.  Lane.  You  misunderstand   me;  $3.75  is  foreign   valuation, 
And  there  is  60  per  cent  duty  on  that. 
Senator  Smoot.  That  would  be  $2.25. 

Mr.  Lane.  And  you  have  to  add  50  cents  for  shipping,  and  you 
have  to  add  $2  for  your  overhead  in  the  United  States.  Kemember 
that  this  industrv  is  essentially  an  American  industry.  The  goods 
are  manufactured  in  Madeira  and  are  brought  over  here  and  packeted. 
Your  overhead  her©  would  be  20  per  cent  on  your  selling  price,  and 
yoQ  would  not  have  any  profit  left.  That  would  take  up  the  $10, 
jost  exactly. 

Senator  Smoot.  That  is  a  question  of  rate,  not  a  question  of  prin- 
ciple at  all.  I  can  not  see  that  your  concern  would  have  any  trouble 
with  American  valuation. 
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Mr.  Lane.  We  have  stated  the  difficulties  end  tiiey  seem  to 
insuperable.  There  is  no  way  to  determine  our  American  value 
advance  pf  importation. 

Senator  Smoot.  You  would  not  manufacture  the  goods  unless  y 
knew  you  were  going  to  sell  them  at  a  profit.     If  you  do,  you 
the  only  manufacturers  that  ever  did  it. ' 

Mr.  Metzoer.  A  manufacturer  can  not  tell  that  on  imported  m 
chandise.  He  never  can  tell  what  the  profit  is  going  to  oe  cm  tho«B 
goods.  That  is  a  thing  to  be  determined  afterwards.  He  hopes  t« 
make  a  profit,  but  he  may  actually  make  a  loss.  Nobody  c^d  de- 
termine that.  He  has  to  sell  them  and  so  does  every  other  importer 
We  don't  bring  them  here  with  the  idea  of  selling  them  at  a  loss,  bui 
in  ordinary  business  procedure  that  is  what  takes  {dace. 

Senator  Smoot.  They  do  not  all  lose  money  i 

Mr.  Metzoer.  We  hope  not. 

Mr.  Lane.  If  the  committee  has  time  I  should  like  to  make  a  few 
general  remarks  about  the  American  valuation  plan,  based  on  an  ex* 
perience  that  I  think  justifies  me  in  generalizing  to  a  slight  extent. 

Senator  McCumber.  Is  that  already  in  your  brief? 

Mr.  Lane.  No  ;  but  if  the  committee  does  not  want  to  hear  it  ur 
would  prefer  to  give  em  an  opportunity  to  present  it  at  a  later  date 
I  will  not  take  up  the  time  now. 

Senator  McCumber.  We  have  still  another  witness,  and  we  are  sup* 
posed  to  close  at  5. 

Mr.  Lane.  I  propose  to  entirely  consult  your  convenience.  I  nisr 
ask  you  to  hear  me  later. 

Senator  Smoot.  I  suggest  that  he  go  on  now  and  we  will  get  through 
to-night. 

Mr.  Lane.  I  have  been  in  the  position  to  obswve  the  operatiims  tjf 
our  tariff  law  very  intimately  for  the  last  20  years.    I  have  been  m  | 
intimate  touch  with  every  important  controversy  under  our  tariff  lav 
for  the  last  20  years,  10  years  as  a  private  practitioner  and  about  ii' 

{rears  ps  a  Government  official,  and  I  can  not  see  how  it  can  be  over* 
ooked  that  the  question  of  American  valuation  does  not  in  any  war 
involve  the  question  of  protection,  the  question  of  currency  deprr* 
elation,  or  any  other  of  trie  alleged  economic  reasons  for  its  adoptum. 

The  present  system,  with  the  modifications  with  respect  to  fur- 
nishing the  valuations  that  were  inserted  by  this  committee  in  thr 
emergency  tariff  law,  seems  to  me  to  involve  one  of  the  most  ideal 
appraisement  methods  in  force  in  the  world,  one  that  more  eloselv 
and  more  nearly  reflects  the  economic  conditions,  true  principles,  anii 
true  valuations.  We  have  a  system  under  whidi  we  ascertaiB  torei^ 
market  values  at  the  principal  markets  of  the  countries  of  exporta- 
tion.    We  have  had  that  for  100  years. 

Every  man  who  is  experienced  in  importing  knows  that  in  European 
countries  the  market  for  production  of  particular  cominodities  is  tx- 
tremely  localized.  Under  the  present  rule  of  forugn  valoatioii. 
which  requires  that  market  values  in  the  principal  markets  of  the 
country  of  exportation  be  ascertained,  the  problem  of  the  Govern- 
ment officials  is  relatively  simple.  It  consists  in  most  instances  in 
investigation  of  values  in  a  production  district  at  the  most  a  few  ban- 
dred  square  miles  in*  area.  If  we  want  to  know  the  value  of  Bradford 
woolens,  we  know  where  to  get  them;  if  we  want  to  know  the  Irifb 
linen,  we  know  we  can  get  them  in  Belfast;  if  we  want  to  know  the 
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iue  of  French  silks*,  we  know  where  to  get  them;  and  the  same  is 
le  of  Oerman  toys  and  French  tapestry. 

The  difficulty  of  obtaming  those  values  that  have  been  alleged 
re  has  generiuly  been  asserted  by  men  who  have  had  no  experi^ice 
investigating  or  ascertaining.  Every  man  that  has  had  experienbe*, 
at  I  have  heard  speak,  seems  agreed  on  the  proposition  that  the 
fiiiculties  have  been  greatly  exaggerated.  The  experiences  of  those 
ho  day  after  day  and  year  after  year  have  been  in  touch  with 
>praisement  cases  before  boards  of  general  appraisement  is  that  ih 
le  ^reat  majority  of  cases  adequate  evidence  of  foreign  values  is 
itained.  To  say  that  it  is  as  easy  to  obtain  American  values  as 
»reign  values  must  impress  every  one  with  practical  experience  as  a 
rotesque  assertion.  Tne  problem  of  obtainmg  the  American  values 
hich  the  law  requires  will  be  enormously  more  difficult. 
I  say  **The  American  values  which  the  law  requires."  Pretty 
early  everybody  that  you  drive  into  a  corner  on  this  proposition  ana 
ead  the  statute  to  them  and  analyze  it  line  by  line  end  by  telling  you 
hat  some  values  would  not  be  anything  more  than  the  appraiser  has 
jessed.  I  do  not  want  to  misstate  the  position  of  anybody,  but 
>retty  nearly  every  man  I  have  asked  to  analyze  the  statute  seems  to 
irrive  at  that  conclusion.  In  other  words,  it  would  not  be  anybody's 
ralue. 

To  ascertain  foreign  valuation,  as  we  have  for  many  years  now,  all 
that  is  required  is  a  reasonably  diligent  investigation  in  a  limited 
district  of  production,  where  fairly  staple  prices  are  established  in  close 
competition,  is  usually  all  that  is  necessary.    There  is  no  great 
mystery  about  it.     I  fuUy  agree  with  Mr.  Davis,  that  50  GK)venmient 
agents  could  do  it,  although  laix  ^r  seven  have  done  it  fairly  well. 
To  ascertain  American  values  under  the  law  the  Government  ofhciab 
and  the  importer  must  cover  a  distributing  market  having  an  area 
of  3,000,000  square  miles,  unless  you  take  away  all  the  remedy  which 
the   law  affonis.     The   value   on   a   distributing  market  covering 
3.000,000  square  miles  has  got  to  be  ascertained  by  somebodv,  n 
they  are  not  produced  by  the  American  manufacturer  voluntarily  to 
the  appraiser,  and  it  has  seemed  very  probable  that  you  have  not 
given  tne  appraiser  the  proper  subpo&na  power  to  enable  him  to  com- 
pel the  American  manufacturers  to  produce  those  values.    I  think, 
as  an  attorney  acting  in  the  interest  of  my  clients,  that  you  would 
keep  the  American  manufacturer  with  his  books  and  records  and 
papers  in  court  most  of  the  time  trying  to  find  that  out.     From  aa 
attomey^s  standpoint  it  appeals  to  me  as  an  ideal  practice,  because 
it  promises  an  era  of  major  litigation  that  surpasses  anything  we  have 
known  in  customs  circles  for  many  generations.  ; 

It  is  not  difficult  at  all  for  anybody  familiar  with  the  situation 
to  imagine  the  confusion  and  embarrassment  and  delays  that  would 
follow  an  attempt  to  impose  upon  appraising  officers  the  burden  of 
ascertaining  the  American  selhng  price  for  even  staple  raw  materials, 
and  when  uiey  would- be  required  to  apply  that  principle  to  the  uit 
finite  variety  of  manufactured  articles  that  come  m  you  are  goin^  to 
be  confronted  with  a  chaotic  situation. 

I  have  said  this  has  nothing  to  do  with  protection.  You  can  take 
foreigii  values,  you  can-  ascertain  with  reasonable  certain t}^  the 
value  of  a  domestic  industry  that  recjuires  the  proper  rate  to  give  it 
protection,  but  unless    the  domestic   manufacturer  wants  to  use 
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foreign  values  for  setting  a  higher  duty  then  I  think  there  b 
reason  why  it  should  he  adopt^.     At  this  time,  when  we  are 
fronted  with  so  many  difficulties,  why  add  one  more  major  difficni 

They  say  because  they  have  fraud.     I  was  much  surprised 
other  day  to  read  in  a  statement  of  one  of  the  foremost  adrooai 
of  this  plan  a  somewhat  hesitant  suggestion  that  there  was  fraud 
10  per  cent  of  the  importations.     Most  of  the  official  statemertU 
have  read  I  believe  limited  it  to  something  less  than  1  per  cent.     Xn 
that  statement  was  repeatedly  made.     I  sat  in  the  hearings  hfft 
the  Ways  and  Moans  Committee  and  heard  it  made  day  after  dm 
that  this  American  valuation  plan  was  necessary  to  prevent  fraud 
the  revenue.     Nothing  is  easier  than  to  make  vague  and  sweei 
allegations  of  fraud  and  then  assume  the  attitude  that  the  burden 
been  shifted  to  the  importer.     There  is  one  thing  noticeable,  and 
challenge  an  investigation  of  the  hearings  with  that  in  mind, 
that  is  those  who  have  talked  loudest  of  iraud  have  been  those 
either  were  in  a  position  to  know  very  little  about  it  or  had  a  moii 
in  making  it  appear  to  exist.     Almost  everyone  in  a  position  to  kn< 
has  agreed  that  there  is  very  little  fraud  in  connection  with 
P<)rt8.     I  know  most  of  those  who  are  in  a  position  to  know  in  cust«> 
circles,  and  could  name  them  to  you  in  15  minutes. 

Now»  the  fact  is»  gentlemen,  tKat  the  bulk  of  our  im[)ort  trad- 
in  the  hands  of  large  and  reputable  interests,  and  the  majority  of  (>*  f 
duties  art^  paid  by  lai^e  importers  who  are  merchants  of  higli  honi«r, 
resncctabihty,  and  standing,  and  who  are  jealous  of  their  reputati<i*t« 
anu  sincere  in  their  respei*t  for  law,  as  much  so  as  any  other  body  / 
citiaens.  I  do  not  think  it  is  ^ing  too  far  to  say  tbat  in  that  par- 
ticular they  di>  not  suffer  at  all  in  comfjarison  with  the  gentlemen  wh« 
have  Innm  mali^nii\g  them. 

St^nat or  Watson.  1  do  not  think  that  is  an  impelling  reason  fc 
the  adoption  of  American  valuation. 

Mr.  l^vNR.  It  has  been  advanced  as  one  of  the  most  impellit: 
Tt^as^ims.     Another  reason  ha*^  been  the  currency  situation,     i  h«^:* 
vou  will  give  that  careful  attention.     I  have  not  the  time  to  go  ir/ 
It  tiv^iay, 

S<n>at\>r  Sm^m^t.  1  think  we  km^w  somethinsr  of  that. 

Mr.  LvNK.  You  do.  and  you  have  shown  an  intelligent  apprcri*- 
tion  of  it  «\  the  cmersjtMiov  tan^,  I  hoi>e  1  ^^tate  what  the  committ  •* 
und^srstaiHls  when  I  say  tht*  value  ot  c\^mnK^iiiii*5  is  in  no  way  H- 
p<MHic!\t  \j(Km  the  vahie  of  fort^.^n  curr.Mioy.  and  yet  witne^  aft'f 
witni!^^  has  talktxl  as  tV.ouirfi  the  va1\:o  of  c\>mnKxlities  and  the  vdu 
i>f  curr\nioy  wore  cim^ploT=\y  mv^Hv^xi.  ^^  ihat  one  was  depen<i»^nt 
U{XM\  tho  other 

Sts^ator  W  \r^^N,  W^u  i:  "ik  tht*v  Havi»  r>  r^.ation  whatever' 

Mr  Kwv     That  wav  tv»  :.>»^  <:r^'*j:  *  -itAr.-ot-^r.t  tn  sav  there  i-^  n 
felatv.^.  bm  tt  thts^*  !<  :i"iv  *;  i<  v^rv  ^  -^t. 

^*:^ai\>r  Sv^x^r  hVr^^-c:*  exoharse  ^as  ro  r-Ca:x>o  whaterer  to  tK' 
t^VNt  v^f  i^rxxtuot!*.^  cvxx!>  .•*  t*rt*  o^v^tv  or  »rv>:  ^fr  • 

Mr  LwK  I  sdkv  t.^4i*  o  rv**  x:  :▼  r-^:;* -*<  i^  a  general  eeommiy 
ivtv  :v<»  ::<  \h!*,u*  'r,  c^^   ^  rr^^rvv.rvt^ .  f  :.-•►  "•'•  -tu^tsoii  in  exehan:r^ 

S*tia:v\*  S>Kx^r.  I  >dky  r  ■  i:  :<  rx  •«  :ru>  ±-o  i  can  prov^e  it  not  i-r  •. 
bv  ;re  ftvat^-v:  exivr^s  *r.  iWrr'i~v  a-*v*  c  *t  i-vi  aco  France,  but  :r. 
\>cr.er  \x^u 
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[r.  Lane.  I  do  not  want  to  disagree  too  much  with  experts,  but  I 
i  venture  the  assertion  that  in  most  cases  where  it  is  alleged  that 
t  has  affected  commodity  values  you  will  find  the  fluctuation  is 
^  to  some  other  economic  cause. 

>enator  Smoot.  I  have  not  time  to  go  into  it,  but  I  could  tell  you 

statistics  in  round  numbers  given  by  the  statistician  of  Germany 

iself,  that  the  mark  is  worth  1.3  cents,  or  was  at  the  time  I  in- 

ired  of  him,  in  gold,  and  at  the  same  time  was  worth  1.65 

Ax.  Lane  (interposing).  In  international  trade? 
Senator  Smoot.  No;  not  in  international  trade,  but  in  buying  of 
thing,  in  the  buying  of  food,  in  the  payment  of  rent  and  the  pay- 
int  of  wages  in  Germany.     There  is  no  question  about  it  at  all. 
)iT,  Lane.  I  would  like  to  talk  that  over  with  you,  because  I  think 
:ould  make  some  suggestions. 

KSTIMOVY  OF  THOMAS  H.  EDDT,  BEPBESENTIITO  MAESHALL 

FIELD  ft  CO.,  CHICAGO — Resumed. 

Mr.  Eddy.  I  want  to  correct  the  statement  I  made  this  morning. 
bese  figures  require  no  correction,  but  merely  application,  and  I  have 
Ided  a  column  indicating  the  percentage  on  the  sales  prices  to  cover 
isiness  expenses  and  profits  on  the  present  importations. 
To  illustrate  the  first  item  of  gloves,  thev  land  at  $17  per  dozen, 
icluding  $2  duty  under  the  act  of  1913.  The  price,  excluding  dutv, 
ould  be  $15  per  dozen,  including  transportation  charges,  etc.  To 
lake  the  same  percentage  of  profit  which  we  are  now  making  and 
over  our  business  expenses,  24  per  cent,  the  duty  would  be  37J  per 
tnt  upon  the  American  selling  price.  It  naturally  follows  that  the 
lo  must  be  the  difference  between  the  24  plus  37^  per  cent,  or  6H 
ter  cent,  deducted  from  100  per  cent,  which  leaves  38^  per  cent. 
u  other  words,  the  $15  is  38^  per  cent  of  the  amount  which  would  be 
assessable  under  a  37i,  duty,  and  24  per  cent  would  cover  business 
expenses  and  profits,  original  foreign  cost  and  transportation  charges, 
n  figuring  that  out  we  find  that  the  selling  price  obtained  by  ttiat 
neiliod  is  $39.  Thirty-seven  and  one-half  per  cent  duty  on  $39  is 
fl4.60.  That  w;ould  indicate  the  method  adopted  all  the  way  through 
lie  statement.  The  statement  of  equivalent  duties,  the  percentage 
Kjuivalent  to  foreign  cost  stands  good  as  I  stated  it  this  morning. 
iN  ith  that  exception  I  will  file  this  with  the  committee. 

Senator  McCuMBER.  We  will  stand  adjourned  until  to-morrow 
3iorning  at  10.30,  but  there  will  be  no  tarift  hearing  to-morrow.  We 
liave  a  matter  with  the  Secretary  of  the  Treasury  at  that  time. 

(Thereupon,  at  5.10  p.  m.,  the  committee  adjourned,  to  meet  again 
on  Thursday,  the  28th  day  of  July,  1921,  at  lu.30  a.  m. 
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TARIFF— CHEMICAL  SCHEDULE. 


FRIDAY,  JTJIiY  29,  1021. 

United  States  Senate, 
Committee  on  Finance. 

Wdshington^  D,  C. 

The  committee  met,  pursuant  to  adjournment,  in  room  312,  Senate 
OflSce  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boies  Penrose  presiding. 

Present:  Senators  Penrose  (chairman),  McCumber,  Smoot, 
La  FoUette,  Dillingham,  McLean,  Curtis,  Watson,  Calder,  and  Reed. 

The  Chairman.  The  committee  will  come  to  order.  The  committee 
has  before  it  this  morning  for  consideration  the  chemical  schedule, 
and  a  number  of  gentlemen  are  here  interested  in  the  industry.  I  will 
call  on  Mr.  Henry  Howard,  who  represents  the  Manufacturing  Chem- 
ists' Association  of  the  United  States,  and  will  ask  him  to  briefly 
state  his  views  to  the  committee,  and  then  to  indicate  who  of  his 
associates  he  wants  called  on  and  in  what  order. 

Mr.  Howard,  you  represent,  as  I  say,  the  Manufacturing  Chemists' 
Association? 

STATEMENT  OP  ME.  HENBT  HOWAED,  BEFBESENTING  MANUEAC- 
TITBINa  CHEMISTS'  ASSOCIATION  OF  THE  XTNITEB  STATES; 
CHAIBMAK  GRASSELI  CHEMICAL  CO.,  1300  OUABDIAN  BXTILS- 
IH6,  CLEVELAND,  OHIO. 

Mr.  Howard.  Yes,  sir. 

The  Chairman,  You  reside  in  Cleveland ! 

Mr.  Howard.  Yes.  sir. 

The  Chairman.  Formerly  in  Boston  ? 

Mr.  Howard.  Yes,  sir. 

The  Chairman.  What  concern  do  you  represent  personally! 

Mr.  Howard.  I  represent  the  Grasseli  Chemical  Oo. 

The  Chairman.  What  line  of  products  do  they  make  specially  ! 

Mr.  Howard.  Heavy  chemicals,  intermediates,  and  dyes. 

Senator  Reed.  I  did  not  understand  the  answer. 

Mr.  Howard.  Heavy  chemicals,  intermediates,  and  dyes. 

The  Chairman.  Will  you  go  on  in  your  own  way  and  state  your 
^ws  concerning  this  schedule  in  the  bill  that  comes  over  to  the 
Senate  from  the  House  of  Representatives  ? 

.  Mr.  Howard.  It  is  hardly  necessary  to  remind  you  of  the  tremendous 
importance  that  a  highly  developed  chemical  industry  bears  to  the 
prosperity  of  the  country.    Its  relative  development  is,  perhaps,  tUe 
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best  index  of  the  progress  of  civilization  in  a  country.    Its  hi^h  4le\?-. 
opment  is  always  accompanied  by>a  utilization  of  waste  prodiii*!-.  :i:  ■. 
building  up  and  creation  of  new  products  and  new  industries  thai  't 
many  cases  never  existed  before,  all  of  which  in  the  aggregate  ai  > 
enormously  to  the  wealth,  prosperity,  and  happiness  of  the  i>*»4*p!' 
But  we  must  not  forget  that  development  of  this  sort  is  predicutt 
on  continued  systematic  research  carried  out  at  great  exijense  by  (  . 
most  highly  trained  experts  obtainable,  and  this  sort  of  work    - 
only  possible  when  the  industry  is  in  a  prosperous  condition,  l)e<'au- 
it  generally  requires  a  number  of  years  before  any  adequate  c;-: 
return  is  realized  on  the  large  sums  spent  on  chemical  research  ai 
development  work. 

The  importance  of  a  large,  well-developed  industry  in  acids,  alkar.- 
and  coal-tar  dyes  in  any  preparedness  program  is  so  familiar  to-«i  • 
at  the  end  of  the  war  that  reiteration  would  be  unnecessary. 

In  this  brief  we  shall  deal  onl^^  with  the  features  of  the  tar.""* 
which  have  general  application  to  all  our  memljers. 

This  brief  will  be  followed  by  briefs  of  our  members  dealing  wif 
the  i)i'oducts  and  the  paragraphs  in  schedule  1 — chemicals,  oils,  at.  • 
paints — in  which  they  are  directly  interested. 

We  wish  particularly  to  call  your  attention  to  the  imjK>rtance  "' 
a  proper  differential  between  the  rates  on  raw  materials  and  the  rati- 
on products  made  therefrom;  in  some  instances  this  has  apparenth 
been  overlooked  in  H.  R.  7456.  If  we  might  suggest,  this  could  k«' 
referred  to  j'our  committee's  chemical  expert. 

When  our  members  filed  their  briefs  with  the  Ways  and  Meain.- 
Committee  on  January  6, 1921,  they  asked  for  the  lowest  rates  whirlj 
they  felt  would  prove  adequate.  Subsequent  event.s  have  prove;, 
however,  that  in  a  number  of  instances  thev  were  entirely  too  low. 

Specific  instances  supported  by  facts  and  figures  will  be  furnishe . 
you  by  some  of  our  members. 

Without  entering  into  arguments  regarding  protection   for  tlit 
coal-tar  chemical  and  dye  industries — our  newest  American  chenu 
cal  development — we  urge  the  fostering  of  their  growth  thnmiri' 
proper  control  of  foreign  competition,  as  well  as  by  tariff  le«risla 
tion. 

First.  The  rates  must  he  sulfk'^ient  to  protect  Americfin  labor— 
this  is  fundamental,  and  is  esj>ecially  urgent  at  the  present  time,  W 
cause  we  are  not  only  confronted  with  the  problems  of  protet'ti«^n 
for  new  industries,  developed  as  a  result  of  the  war,  but  also  with  th«' 
task  of  adequately  protecting  our  highly  paid  American  labor  in 
established  industries  from  ruinous  competition  with  cheap  Europeaw 
labor  resulting  from  the  combination  of  the  vast  armies  of  unem- 
ployed European  labor  and  the  badly  depreciated  European  cur- 
rency. 

The  problem  in  its  present  form  is  really  not  alone  one  of  depre- 
ciated foreign  currency  or  of  low  foreign  exchange — but  low  wa^- 

I  am  going  to  quote  a  prediction  we  made  in  our  brief  to  the  Wiyj- 
and  Means  Committee  on  January  6  last,  which  has  already  coro^ 
true : 

C*^rnian  cunvncy  nml  <;t»rnirtu  exolian»fi*  an*  at  alxtut  i»n<M'it(htet>iitb  !h«'1r  "1*1 
par  value.  If  <}ennaii  «•»!?«»  wvtv  now  Hithte<»n  time9  as  hlieh  In  pap«r  markK  •* 
they  ¥ierfe  before  the  war  in  f^M  nwrks.  the  h»w  exclianj^  rate  and  ilepr*H«tt^l 
currpticy  wouhl  present  Uttle  ivrnvni  f«ir  us,    Bui  tiennan  wageH  have  rt«rtJ  ** 
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"'  average  ouly  seven  or  eight  fold  in  tlieir  cuiTeiu\v,  accordiuj;  to  iuforinatiou 
r-iit  thf  last  of  November,  1920,  to  the  national  industrial  conference  board  by 
s  iuve^t.foitor  in  Germany,  and  so  on,  when  the  barriers  shall  be  down  again 
titl  trade  reKumed :  if  Germany  can  send  her  goods  to  America  at  the  old  prices 
»  tlollars  and  get  eighteen  times  as  umch  for  them  in  paj)er  marks  as  formerly, 
11*1  i»riKloce  these  goods  by  paying  ouly  seven  to  eight  t  mes  as  mucli  in  wages, 
t  is  manifest  that  what  was  already  cheap  (German  lal>or  before  the  war  ha6 
•^•ome,  roughly,  twice  as  cheap  now. 

That  the  foregoing  prediction  has  been  literally  fulfilled  is  evi- 
lenced  by  our  idle  workmen,  factories  shut  down,  and  German  goods 
»lFered  everywhere  for  sale. 

Tariff  rates  should  not  be  placed  so  high  that  they  will  prohibit 
importation.  The  tariff  should  act  in  general  both  as  an  adequate 
I»rotection  to  American  labor  and  industry  and  as  a  source  of  revenue 
to  the  Grovemment.  There  are,  of  course,  important  exceptions  to 
this  rule,  as,  for  instance,  when  public  policy  demands  the  upbuilding 
of  an  infant  industry  such  as  the  dye  industry,  the  reasons  for  which 
iire  too  well  known  to  you  to  need  repetition. 

We  do  not  believe  there  can  be  any  intelligent  rates  unless  they 
are  baseil  on  American  valuation.  For  reasons,  see  our  brief  and 
testimony  on  this  subject  given  you  at  the  hearing  on  July  27,  1921, 
on  American  valuation. 

If,  however,  American  valuation  is  not  adopted,  it  is,  of  course, 
perfectly  obvious  that  all  the  ad  valorem  rates  in  House  bill  7456 
are  entirely  inadequate. 

The  importance  of  medicinal  and  miscellaneous  technical  chemi- 
cals is  strongly  emphasized  as  being  a  very  important  branch  of 
the  chemical  industry,  viewed  from  the  standpoint  of  the  welfare  of 
the  Nation. 

This  industry  embodies  a  large,  varied,  and  continuous  production 
of  every  and  all  kinds  of  medicinal  supplies.  The  industry  is  of 
vital  importance  to  the  health  of  the  Nation  at  all  times;  there  must 
\ye  a  complete  and  comprehensive  supply  at  all  times  of  the  normal 
medicinal  requirements,  and  particularly  in  time  of  epidemic,  plague, 
and  catastrophe,  such  as  the  country  witnessed  from  time  to  time. 
It  is  plain  that  the  maintenance  of  this  industry  should  be  fostered 
to  the  utmost  within  the  borders  of  the  United  States. 

The  industry  is  of  great  necessity  to  the  country  in  time  of  emer- 
jr^ncy,  and  we  urge  that  due  consideration  be  accorded  to  its  needs. 

We  believe  that  wherever  it  is  possible  specific  rates  should  be 
used  in  place  of  ad  valorem,  thereby  greatly  simplifying  the  adminis- 
tration of  the  act.    It  is  important,  however,  in  many  cases  to  pro- 
vide two  or  more  specific  rates  to  cover  different  qualities ;  for  in- 
stance, paragraph  73  of  the  1909  act  provided:  Sulphide  of  soda, 
containing  not  more  than  35  per  cent  of  sulphide  of  soda,  three- 
pijjliths  of  1  cent  per  pound ;  sulphide  of  soda  concentrated,  or  con- 
taining more  than  35  per  cent  of  sulphide  of  soda,  three-fourths  of 
1  wnt  per  pound.    In  the  act  of  1913  this  dual  classification  was 
abandoned  and  a  fiat  rate  of  one-fourth  of  1  cent  per  pound  substi- 
tuted, with  the  result  that  onlv  the  concentrated  product,  1  pound 
^>f  which  was  equal  to  2  pounds  of  the  crystals,  was  imported  at  a 
I'ate  designed  for  the  crystal  or  unconcentrated  variety.    This  con- 
*tete  instance  is  given  as  being  typical  of  a  great  many  and  shows 
the  jidvisability  of  providing  two  or  more  specific  rates  in  all  cases 
^here  it  is  possible  to  substitute  a  more  concentrated  or  more  valuable 
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product  for  the  one  in  common  use  at  the  time  the  tariff  is  writirz . 
Without  passing  on  the  adequacy  of  the  rate  named,  we  note  wit.. 
approval  that  this  condition  as  to  sulphide  of  soda  has  been  correctri: 
in  H.  K.  7456,  and  we  strongly  urge  that  this  principle  be  followt-i 
in  every  case  where  it  is  possible.  In  some  cases  better  results  :*r. 
obtained  by  the  combination  of  specific  and  ad  valorem  rates. 

Since  our  brief  of  January  6,  submitted  to  the  Ways  and  Meau- 
Committee,  was  drawn  up,  the  conditions  predicted  at  that  time  ha^c 
actually  come  to  pass.  The  depreciated  foreign  currency  and  the  lo*^ 
labor  scales  abroad,  and  the  ratio  that  obtains  between  them  hav^ 
worked  the  unavoidable  result.  To-day  scores  of  chemical  product* 
are  being  imported  at  prices  which  mane  American  com{)etition  im- 
possible. Production  nere  has  consequently  been  curtailed  or  t*zi- 
tirely  suspended. 

We  would  emphasize,  too,  that  we  are  only  at  the  inception  of  thi> 
import  movement  of  chemicals.  Conditions  abroad,  particularly  iu 
Germany,  have  retarded  the  inevitable  struggle  for  chemical  su- 
premacy, but  we  may  expect  from  now  on  a  continuous  and  sy&- 
tematic  attack  on  the  American  chemical  market.  We  have  no  he^- 
tation  in  saying  that  the  situation  is  worse  than  our  fears  antici- 
pated  in  January  last,  and  we  pray  your  committee  to  save  the 
American  chemical  industry  from  a  threatened  disaster  which  cac 
not  now  be  measured. 

If  there  are  no  questions,  Mr.  Chairman,  I  would  like  to  call  on 
the  first  witness. 

Senator  Bebd.  I  would  like  to  ask  some  questions,  if  the  chairman 
does  not. 

The  Chairman.  No  ;  I  have  none,  Senator  Reed. 

Senator  Reed.  Is  the  chemical  industry  drawn  together  in  anv 
one  association? 

Mr.  Howard.  There  are  two  associations  at  the  present  time — tb** 
Manufacturing  Chemists'  Association  of  the  United  States,  whirli 
represents  primarily  heavy  chemicals,  and  medicinal  technical 
chemicals;  and  the  American  Dyes  Institute,  which  has  specializeil 
particularly  on  the  dyes  end. 

Senator  Keed.  What  is  the  second  one  ? 

Mr.  Howard.  The  American  Dyes  Institute,  which  is  concemi^l 
solely  with  the  dyes  and  intermediates  from  which  they  are  ma<l^- 

Senator  Reed.  I  notice  from  this  that  the  officers  of  the  Manufac- 
turing Chemists'  Association  are  printed,  but  I  see  that  Dr.  Charles 
L.  Reese,  of  E.  I.  du  Pont  de  Nemours  &  Co.,  is  the  president. 

Mr.  Howard.  Yes. 

Senator  Reed.  And  the  other  officials  I  will  not  take  the  time  to  call 
attention  to,  except  in  a  few  instances.  I  notice  the  Armour  Fertil- 
izer Works,  Chicago;  they  are  a  member  also? 

Mr.  Howard.  They  are  membere. 

Senator  Reed.  They  make  chemicals? 

Mr.  Howard.  They  make  some  chemicals,  yes;  a  limited  line. 

Senator  Reed.  Chemicals  such  as  the  du  Pont  Co.  make  ? 

Mr.  Howard.  They  make  in  one  of  their  plants  a  general  line 
of  heavy  chemicals,  acids,  and  salts,  such  as  alums,  etc.  Tliose  are 
the  things  that  bring  them  into  our  association. 

Senator  Reed.  Is  Uiat  a  byproduct  which  results  from  the  pn^* 
esses  .of  the  manufacture  of  powder? 
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Mr.  Howard.  No,  sir. 

Senator  Reed.  Why  is  it,  then?     How  do  they  happen  to  be  in 
e  chemical  business? 

Mr.  HowABD.  Because  one  of  their  plants  is  in  the  business  of 
reducing  heavy  chemicals. 

Senator  Seed.  But  it  produces  them  for  use  in  the  manufacture 
f  explosives,  merely,  does  it  not? 

^Ir.   Howard.  In  that  plant  that  I  am  speaking  of — that  is  a 

lant  which  is  in  the  general  business  of  manuf acturmg  heavy  chem- 

:als  such  as  alum,  glauber  salt,  sulphuric,  muriatic,  and  nitnc  acids. 

Senator  Beed.  Those  acids  are  used  in  the  production  of  explo- 

ives,  are  they  not? 

Mr.  Howard.  Yes;  but  from  that  particular  plant  I  do  not  think 
hey  use  any.  I  think  in  most  cases  their  acids  are  produced  in 
>lants  adjoining  their  explosives  plants. 

Senator  Beed.  You  do  not  think  that  the  du  Pont  people  could 
^t  alon^  at  all  without  an  increase  in  this  tariff? 
Mr.  I&ward.  Which  things  are  you  speaking  of? 
Senator  Beed.  Well,  this  au\Pont  Chemical  Co. — this  du  Pont  de 
Nemours  &  Co. — you  do  not  think  they  could  struggle  along  with- 
out any  additional  tariff? 

ilr.  Howard.  I  think  they  could  struggle  along  by  turning  their 
bu^neas  into  an  importing  business  instead  of  a  manufacturing 
business. 

Senator  Beed.  You  do  not  think  they  could  continue  to  manu- 
facture? 
Mr.  Howard.  No  ;  in  a  great  number  of  instances. 
Senator  Beed.  But  do  you  really  know  about  it  ? 
Mr.  Howard.  I  have  been  in  the  chemical  manufacturing  business 
myself  all  my  life. 
Senator  Beed.  Do  you  know  what  their  profits  were  last  year? 
Mr.  Howard.  No,  sir. 

Senator  Beed.  You  expressed  some  qualified  opinion  that  they  can 
not  get  along.  Do  you  know  whether  they  made  very  enormous 
profits  last  year  ? 

Mr.  Howard.  I  do  not  know  what  their  profits  were  last  year,  and 
^  did  not  express  an  unqualified  opinion. 

Senator  Beed.  Do  you  know  what  the  profits  last  year  of  the 
Semet-Solvay  Co.,  of  Syracuse,  N.  Y.,  were,  of  which  Mr.  H.  H.  S. 
Handy  is  one  of  the  vice  presidents  of  your  association? 

Mr.  Howard.  I  am  not  familiar  with  the  profits  of  any  of  those 
companies  on  the  list. 

Senator  Beed.  You  do  not  know?  You  can  not  state,  then,  but 
^l^at  some  of  these  companies  on  the  list  made  enormous  profits  last 
year? 

Mr.  Howard.  It  is  probable  that  nearly  every  industry  in  tl^is 
country  made  good  profits  last  year  before  the  Grerman  competition 
cwne  into  effect. 

Senator  Smooo*.  You  mean  for  1920  or  1919,  Senator? 

Senator  Beed.  I  mean  last  year;  the  year  of  1920.  We  are  now 
^  1921. 

Now,  do  you  know  anything  about  the  profits  of  any  of  these 
^mpanies  during  the  year  1921,  as  far  as  it  has  gone? 
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TARIFF— CHEMICAL  SCHEDULE. 


FBIDAY,  JULY  29,  1921. 

United  States  Senate, 
Committee  on  Finance. 

Washington^  U,  O. 

The  committee  met,  pursuant  to  adjournment,  in  room  312,  Senate 
Office  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boies  Penrose  presiding. 

Tresent;  Senators  Penrose  (chairman),  McCumber,  Smoot,, 
I^a  Follette,  Dillingham,  McLean,  Curtis,  Watson,  Calder,  and  Reed. 

The  Chaikman.  The  committee  will  come  to  order.  The  committee 
h&s  before  it  this  morning  for  consideration  the  chemical  schedule, 
and  a  number  of  gentlemen  are  here  interested  in  the  industry.  I  will 
call  on  Mr.  Henry  Howard,  who  represents  the  Manufacturing  Chem- 
ists' Association  of  the  United  States,  and  will  ask  him  to  briefly 
state  his  views  to  the  committee,  and  then  to  indicate  who  of  his 
associates  he  wants  called  on  and  in  what  order. 

Mr.  Howard,  you  represent,  as  I  say,  the  Manufacturing  Chemists' 
Association? 

STATEIEENT  OF  ME.  HENBT  HOWAED,  BEFBESEITTINa  MANTTEAC- 
TTTBINO  CHEMISTS'  ASSOCIATION  OF  THE  VNITEB  STATES; 
CHAIBMAH  GEASSELI  CHEMICAL  CO.,  1300  GTTAEDIAN  BUILD- 
OrO,  CLEVELAND,  OHIO. 

Mr.  Howard.  Yes,  sir. 

The  Chairman.  You  reside  in  Cleveland) 

Mr.  Howard.  Y^  sir. 

The  Chairman.  Formerly  in  Boston? 

Mr.  Howard.  Yes,  sir. 

The  Chairman.  What  concern  do  you  represent  Dersonally? 

Mr.  Howard.  I  represent  the  Grasseli  Chemical  Co. 

The  Chairman.  What  line  of  products  do  they  make  specially  ? 

Mr.  Howard.  Heavy  chemicals,  intermediates,  and  dyes. 

Senator  Eeed.  I  did  not  understand  the  answer. 

Mr.  Howard.  Heavy  chemicals,  intermediates,  and  dyes. 

The  Chairman.  Will  you  go  on  in  your  own  way  and  state  your 
views  conoerninff  this  schedule  in  the  bill  that  comes  over  to  the 
Senate  from  the  House  of  Representatives? 

Mr.  Howard.  It  is  hardly  necessary  to  remind  you  of  the  tremendous 
importance  that  a  highly  developed  chemical  industry  bears  to  the 
prosperity  of  the  country.    Its  relative  development  is,  perhaps,  the 
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Mr.  HowAitD.  We  never  put  the  price  up  to  anythin<r  like  the  |m» 
cotton  went  up. 

Senator  Beeo.  Oh,  let  us  see.    You  did  put  your  prices  up  jii^t 
other  things  went  up  in  this  country,  did  you  not? 

Mr.  How^ARD.  Take  sulphuric  acid,  w^hich  was  selling  in  a  wli. ; 
sale  way  before  the  war  at  about  $17  a  ton,  66  acid. 

Senator  Reed.  What  did  you  sell  it  to  the  (lovernment  for  dunrij 
tha  war  ? 

Mr.  Howard.  From  25  to  28. 

Senator  Eeed.  And  the  Government  regulated  it,  too,  someu  iui, 
did  thev  not? 

Mr.  Howard.  Twenty-five  to  28  was  the  price  during  the  w«r. 

Senator  Dili^ingham.  I^t  the  witness  complete  his  statement.  I 
was  interested  in  what  he  was  going  to  say  about  sulphuric  a(*i<l  is 
an  illustration. 

Mr.  Howard.  At  no  time,  as  far  as  I  remember 

Senator  Reed  (interposing).  Is  that  the  only  thing  you  can  thiuc 
of,  sulphuric  acid?     What  about  the  rest  of  the  chemicals? 

Mr.  Howard.  Sulphuric  acid  was  perhaps  the  most  important  ii  -I 
the  largest  in  tonnage  of  all  the  chemicals  used ;  it  was  the  basi.^  U-r 
the  protection  of  explosives. 

Senator  Reed.  Can  you  think  of  something  else  than  sulphur 
acid? 

Senator  Dillingham.  I  submit  that  the  witness  should  be  allov*-. 
to  answer  a  question  and  to  continue  his  statement. 

Senator  Reed.  Just  as  soon  as  the  witness  has  answered — I  int**!-  i 
to  let  him  answer — I  had  asked  the  witness  a  specific  question,  ani 
he  had  answered  it,  and  I  was  proceeding.  But  I  have  no  objert:***: 
to  his  going  on. 

The  Chairman.  The  witness  ought  to  be  permitted,  I  think.  t.» 
proceed. 

Senator  Reed.  Undoubtedly,  if  the  witness  will  answer  a  ijuesti**' 
I  thought  he  had  answered  my  queston,  and  I  was  asking  anotlnr. 
But  I  am  perfectly  willing  he  sliould  continue  his  answer. 

Mr.  Howard.  The  price  is  approximately  as  low  now  us  it  ^.• 
before  the  war. 

Senator  Reed.  How  much  is  it  to-day? 

Mr.  Howard.  I  should  have  to  ask  one  of  the  men  in  the  sellini: 
department  of  some  company  to  answer  that. 

Senator  Reed.  How  much  was  the  tariff  on  it  before  the  war? 

Mr.  Howard.  I  think  it  was  on  the  free  ILst. 

Senator  Reed.  What  is  it  now? 

Mr.  Howard.  I  think  it  is  on  the  free  list. 

Senator  Reed.  What  other  chemical,  now,  went  up? 

Mr.  Howard.  Nitric  acid. 

Senator  Reed.  All  right.  What  was  nitric  acid  selling  for  diirii.:: 
the  war? 

Mr.  Howard.  Dr.  Reee,  can  you  give  those  figui-es? 

Dr.  Reese.  Nitric  acid  price  is  affectetl  by  the  cost  of  nitrat*'  <• 
soda. 

Senator  Reed.  What  waa  it  t^elling  for,  do  you  know  i 

Mr.  Howard.  If  you  will  put  down  those  questions,  I  woiilil  j- 
very  glad  to  look  up  the  data  and  give  you  tlie  answei-s.  but  I  i^»"  • 
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t  answer  them  offhand,  hecanse  I  am  not  in  the  selHnf^  end  of  the 

isiness. 

S**nator  Rkkp.  I  suppose  the  chemical  business — using  that  F)ro?i(l 

rni  an<l  process  covers  an  infinite  variety  of  articles,  but  suppose 

at  you  take 

Mr.   Howard   (interposin^r).  I  can  say  this  in  reference  to  the 
*;\vy  chemical  business:  During  the  war  I  think  it  probably  in- 
eased  its  prices  less  than  any  other  business,  almost,  in  the  country, 
think  that  is  a  fair  statement. 
Senator  Reed.  What  do  you  include  in  the  heavy  (^hemical  bnsi- 

Mr.  How^ARD.  Such  as  sulphuric  acid,  muriatic  acid,  nitric  acid, 
xla  salts,  alkalis,  soda  ash,  caustic  soda,  bisulphide  of  soda,  hypo- 
ulphide  of  soda;  things  of  that  kind. 
Senator  Reed.  Will  you  just  take  what  you  term,  not  only  in  your 
nswer,  but  in  the  other  items  that  may  occur  to  you  of  the  heavy 
hemirals,  and  give  me  the  prices  before  the  war?  Give  me  the  apex  of 
he  prices  during  the  war,  and  give  us  the  present  prices ;  and  while 
•on  are  at  that,  give  us  in  each  instance  in  this  table  the  importa- 
ion?  before  the  war,  the  importations  during  the  war,  and  the  im- 
[WMtations  that  are  coming  m  the  last  two  or  three  months. 

Mr.  Howard.  I  should  be  very  glad  to  put  that  in  the  record. 
That  is  what  you  mean? 

Senator  Reed.  Yes.  But  I  would  like  to  have  it  here  before  you 
leave  the  room  finally.  You  can  get  it  this  afternoon  or  to-morrow, 
1  :im  sure.    They  are  not  hard  to  get. 

Mr.  Howard.  I  was  planning  to  return  to  C'leveland  to-night. 
Would  it  not  be  satisfactory  if  I  send  it? 
Senator  Reed.  I  will  not  ask  it  to-dav. 

Senator  Reed.  I  want  to  follow  this  line  I  was  on  a  few  moments 
ago,  whether  there  is  an3i;hing  in  this  country  that  does  not  have  to 
•  onipete  with  foreign  wages.  When  wheat  is  raised  on  the  American 
farm,  it  is  raised  at  the  prices  paid  for  labor,  which  is  higher  than 
ihe  price  paid  for  labor  in  Europe,  is  it  not? 

^l^.  Howard.  Yes.  Whether  the  price  per  bushel  is  higher  or 
not,  I  am  not  a  farmer  and  could  not  answer.  But  I  have  always 
understood  that  we  had  more  labor-saving  appliances  than  is  gen- 
erally the  case  abroad. 

Senator  Reed.  Speaking  of  laljor-saving  appliances,  they  have  got 
S'mie  labor-saving  appliances  in  manufacturing  establishments. 
^<ni  employ  labor-saving  devices  in  all  manufacturing  processes^ 
<lo  you  not  f 

Mr.  Howard.  Certainly,  but  you  asked  me  how  it  compared  with 
Europe? 
Senator  Riaeo.  Yes. 

Mr.  Howard.  I  do  not  know  whether  the  difference  in  cost  of 
laW  is  not  more  than  offset  by  the  conditions  of  agriculture  in  this 
country  as  compared  with  Europe. 

^nator  Reed.  We  will  come  back  to  that  in  a  short  time.  Let  us- 
take  one  thing  at  a  time.  You  spoke  about  labor-saving  devices  on 
the  farms,    uo  they  have  farm  machinery  in  Europe  ? 

Mr.  Howard.  I  understand  they  do,  but  I  question  whether  to  any 
J^uch  e.xtent  as  we  have  it  here. 
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Senator  Eeed.  And  you  have  labor-savinff  devices  in  your  Ik 
tones,  all  of  them  the  very  latest,  do  you  not? 

Mr.  HowAKD.  Oh,  more  or  less;  it  varies  from  factory  to  factory. 

S^iator  Keed.  Do  you  have  some  of  them  that  are  not  up  to  (kic! 

Mr.  UowABD.  Xo  doubt. 

Senator  Heed.  You  want  protection  on  inefficient  machinery? 

Mr.  HowAKD.  No. 

Senator  Keed.  You  spoke  about  the  more  fertile  soil  of  Amerix 
Of  course,  we  know  all  about  that  in  a  general  way,  but  as  a  matu 
of  fact  they  raise  a  good  deal  more  wheat  per  acre  in  the  wheat-rai>iii2 
districts  of  Europe  than  they  do  in  the  United  States? 

Mr.  UowABD.  I  think  I  have  seen  such  statistics,  by  the  use  of  verr 
large  quantities  of  fertilizers. 

Senator  Seed.  Yes;  of  course.  So  you  think  that  when  you  eoiu 
down  to  the  farmer,  he  does  not  need  any  protection  because  he  hs 
so  many  natural  advantages,  and  the  manufacturing  business  dc^ 
not  have  any  in  this  country? 

Mr.  HowABD.  I  have  never  said  any  such  thing.  I  believe  that  iv 
dustry  in  this  coimtry  needs  protection,  and  I  have  not  stood  in  anj 
position,  and  never  would,  that  my  business  is  the  only  one  that  net^'^ 
protection. 

Senator  Beed.  When  you  say  "  industry,"  do  you  not  include  farr.- 
ing? 

Mr.  Howard.  I  would  include  farming. 

Senator  Reed.  We  can  not  compete  with  Europe  in  farming,  theL. 
withoutprotection  ? 

Mr.  Howard.  I  do  not  know.  But  I  say  if  it  needs  it,  it  ought  t  * 
have  it. 

Senator  Keed.  If  we  can  not  compete  in  manufacturing  berao* 
of  the  wages  in  each  instance,  how  are  we  going  to  make  anythit.i* 
to  sell  abroad  at  all  ? 

Mr.  Howard.  By  getting  things  on  a  quantity  production,  an*!  1 ; 
efficient  methods,  reducing  cost.  I  would  point  to  the  Ford  auu* 
mobile  as  an  instance. 

Senator  Beed.  If  we  get  things  on  a  quantity  production  p.t.! 
introduce  efficiency,  then  we  can  compete? 

Mr.  Howard.  Certainly,  in  some  cases  we  can  compete. 

Senator  Reed.  We  can  sell  abroad.  Do  you  want  a  tariff  on  thf>5< 
thin^  on  which  we  can  compete  abroad  ? 

Mr.  Huw*ARD.  I  think  we  ought  to  have  a  tariff,  as  a  general  thiiur: 
yes. 

Senator  Reed.  On  those  things  that  we  are  going  to  sell  abroa«i. 
do  you  want  a  tariff  on  them  i 

ilr.  Howard.  I  should  want  to  see  each  particular  question  taken 
up  on  its  merits.  I  would  not  want  to  make  any  blanket  statement 
on  that. 

Senator  Reed.  Then.  a^^Miming  that  we  inin  manufacture  ant]  ^11 
abroad  or  produce  and  sell  al»i\»ad.  d*>  you  want  a  tariff  on  th**-^ 
articles? 

Mr.  Howard.  T\Tiy,  if  we  are  pru^luoinor— if  our  production  it^t 
is  cheaper  here  than  it  is  abrivaii,  I  would  ni>t  think  a  tariff  meant 
anything. 
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Senator  Keed.  I  am  not  asking  that.  I  am  asking  you  if  you  take- 
the  position  that  there  should  be  a  tariff  upon  those  articles  which 
we  can  produce  and  sell  abroad? 

Mr.  Howard.  Yes ;  in  that  case  I  should  have  a  revenue  tariff. 
Senator  Reed.  Let  us  leave  the  question  of  revenue  out.    Do  you 
want  a  protective  tariff? 

Mr.  Howard.  No  ;  not  in  such  a  case. 

Senator  Beed.  Then,  if  there  are  articles  that  we  do  produce  and 
do  seU  abroad,  they  do  not  need  any  protection  ? 

Mr.  Howard.  I  should  not  be  willing  to  make  that  as  a  blanket 
statement.    I  say  each  question  must  be  discussed  on  its  merits. 

Senator  Reed.  You  are  so  much  of  a  protectionist  that  you  are 
not  willing  to  say  that  if  we  can  make  a  thing  in  the  United  States 
and  sell  it  abroad  in  competition  with  the  world,  that  that  article 
still  should  not  have  protection  ? 

Mr.  Howard.  I  would  not  want  to  make  a  statement  of  that  kind 
without  knowing  what  the  facts  were. 
Senator  Reed.  I  have  assumed  the  facts. 

Mr.  Howard.  Well,  there  might  be  some  other  facts  that  you  have 
not  mentioned. 
Senator  Reed.  What  about  the  other  facts? 
Mr.  Howard.  I  do  not  know. 

Senator  Reed.  I  will  not  pursue  that  further.  Do  you  believe 
that  an  article  that  can  be  sold  abroad  in  competition  witJti  the  world 
needs  protection  in  America  against  foreign  products? 

Mr.  Howard.  I  can  imagine  that  there  would  be  cases  where  it 
would  need  it. 
Senator  Reed.  Why? 

Mr.  Howard.  To  prevent  dumping  over  here. 
Senator  Reed.  That  is  the  only  thing  you  can  think  of  ? 
Mr.  Howard.  To  prevent  methods  oi  unfair  competition. 
Senator  Reed.  But  if  unfair  competition  could  be  employed  in  our 
markets,  it  could  be  employed  against  us  abroad  at  the  same  time, 
could  it  not? 
Mr.  Howard.  It  could,  but  might  not  be. 

Senator  Reed.  You  really  want  it  so  that  the  American  manufac- 
turer can  sell  in  America  on  a  high  level  and  then  dump  his  surplus 
in  Europe? 
ilr.  Howard.  I  think  that  is  probably  a  desirable  thing  to  have. 
Senator  Reed.  Undoubtedly.    I  thought  so. 

Mr.  Howard.  And  I  think  it  is  the  way  it  is  generally  tried  to  carry 
it  out  abroad,  also. 

Senator  Reed.  That  is  to  say,  the  American  people  must  have  a 
tax  levied  upon  everything  that  we  consume  in  order  that  the  manu- 
facturer can  sell  to  them  at  a  high  price  and  sell  abroad  at  a  low 
price. 

Mr.  Howard.  These  conditions  carried  out  to  a  reasonable  extent 
nukke  for  the  prosperity  of  the  American  people  by  enabling  us  to 
pay  high  wages. 

Senator  Reed.  And,  carried  out  to  a  reasonable  extent,  you  mean 
carried  out  far  enough  so  that  the  American  manufacturer  makes  a 

good,  fat  profit  here 

Mr.  Howard.  Makes  a  fair  profit.  Internal  competition  will  pre* 
vent  his  making  too  big  a  profit. 
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Senator  Eeed.  Internal  competition.  Now.  let  me  ask  yoi 
other  question.     I  have  pursued  that  as  far  as  I  want  to 

What  are  the  wages  that  you  paj'  in  these  chemical  indurfi 
f'irst,  is  your  labor  organized  in  the  chemical  industries? 

Mr.  HowAKD.  Not  to  any  great  extent. 

Senator  Reed.  Then  you  pay  your  labor  just  what  you  have  to 
it,  do  you  not  ? 

Mr.  Howard.  We  pay  it  the  market  price. 

Senator  Reed.  The  market  price  is  hxed  by  the  general  wage 
in  the  TTnited  States? 

Mr.  Howard.  I  might  point  out 

Senator  Reed.  If  you  get  a  higher  tariff  on  these  higher  art 
of  course  you  expect  to  raise  your  wages  alM)ve  the  market  pric 

Mr.  Howard.  We  would  always  pay  the  market  price,  but  L 
prosi)erity  of  the  country  incieases  the  demand  for  labor  wil 
crease:  and  tlie  natural  result  is  that  we  have  to  pay  higher  wag 

But  I  would  like  to  point  out  that  when  you  ask  about  the  re 
wages  in  the  chemical  industry,  it  is  perhaps  a  little  different  l 
the  general  run  of  industries.  We  have  two  classes  of  labor. 
which  is  very  highly  skilled,  highly  trained,  and  highly  paid, 
with  textile  training,  and  the  other  part  of  the  work  is  to  quit 
extent  carried  out  bv  ordinarv  commcm  labor. 

Senator  Reed.  What  do  vou  ijav  vour  common  labor  i 

Mr.  Howard.  That  varies.    It  is  from  40  to  50  cents  an  hour. 

Senator  Reed.  How  many  women  do  you  employ — what  pre 
tion  of  women  ? 

Mr.  Howard.  In  our  ])laiit  we  do  not  employ  any.  outside  o: 
offices. 

Senator  Reed.  But  in  the  business  generally  i 

Mr.  Howard.  A  very  small  numl>er  of  women.  It  is  not. 
rule,  a  business  that  is  particularly  suitable  for  women. 

Senator  Rekd.  How  about  bovs? 

Mr.  Howard.  A  verv  small  number  of  bovs. 

Senator  Reed.  What  proportion  of  your  labor  is  highly  si 
and  technical? 

Mr.  Howard.  That  will  varv  tremendously  between  different  i 

«  • 

of  chemical  industry. 

Senator  Reed.  What  would  you  s;iy  it  is,  on  an  average,  ap 
to  the  whole  chemical  industry  ? 

Mr.  Howard.  I  could  not  tell  you  that. 

Senator  Reed.  I^et  us  take  sulphuric  acid,  with  which  you 
to  be  familiar.     AVhat  is  the  proportion  of  those  employed  in 
ducing  sulphuric  a(  i<l   to  the  highly  skilled   people  and  wh< 
ceive  high  salaries? 

Mr.  Howard.  There,  again,  it  would  depend  ui^m  the  size  o' 
plant,  but  in  a  moderate-sized  plant  or  a  small  plant  the  propo! 
would  be 

Senator  Reed.  Take  the  average  plant.  We  are  trykifr  to  g 
averages. 

The  Chairman.  I^et  the  witness  answer  the  question^ 

Senator  Rkki>.  He  goes  down  to  a  small-sized  phmt  auik  difli 
tiates  between  that  and  a  big  one.  I  am  a^inf^  him  to  Uia 
aA-eragv.  in  order  to  get  through. 
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Howard.  Oh,  perhaps  15  per  cent  or  so  might  be  highly 
If  you  went  into  the  dollars  paid  it  would  probably  be  25 
t  or  30  per  cent. 

tor  S.EED.  I  am   speaking  of   individuals  now.     What   do 
highly  skilled  people  get,  on  the  average — the  15  per  cent? 
\  Howard.  Perhaps  $2,500  to  $4,000  a  year, 
ator  Reed.  That  is  your  best  estimate  ? 
Howard.  Yes. 

tor  Reed.  What  would  be  the  average?     You  say  $2,500  to 
That  is  a  wide  gap.    What  would  that  average — ^$3,000  a 
or  will  they  average  $2,500  a  year? 
,  Howard.  It  would  only  be  a  guess  on  my  part. 
lator  Reed.  Can  you  not  give  us  some  definite  figures? 
.  Howard.  I  would  like  to  say  one  thing,  and  that  is  that  while 
^diemical  manufacturers  like  each  other  personally,  we  are  very 
ive  about  our  own  business  and  conditions. 
nator  Reed.  How  large  a  plant  do  you  run  ? 
.  Howard.  We  have  several  very  lar^  plants. 
lator  Reed.  Where  are  they  located  ? 
llr.  Howard.  One  in  Chicago,  one  in  Cleveland,  one  in  New  Jer- 
r.  one  in  Birmingham,  and  dinerent  smaller  plants. 
Senator  Reed.  What  is  your  concern? 
Mr.  Howard.  The  Grasselli  Chemical  Co. 
Senator  Reed.  That  one  corporation  owns  all  these  plants  ? 
Mr.  Howard.  Yes. 

Senator  Reed.  What  is  its  capital  stock? 

Mr.  Howard.  To  tell  you  the  truth,  I  could  not  answer  that  right 
S  the  bat. 

Senator  Reed.  Could  you  approximate  it? 
Mr.  Howard.  Mr.  Alvord,  do  you  remember  what  that  is? 
Mr.  Alvord.  $50,000,000,  and  I  think  about  $35,000,000,000  issued. 
Senator  Reed.  What  is  your  relationship  to  the  company  ? 
Mr.  Howard.  I  am  in  charge  of  research  and  development  work. 
Senator  Reed.  You  are  not  an  officer  of  tlie  company  ? 
Mr.  Howard.  No,  sir. 

Senator  Reed.  You  are  one  of  the  experts  i 
Mr.  Howard.  Yes. 

Senator  Reed.  $35,000,000,  vou  sav  ? 
Mr.  Howard.  Yes. 

Senator  Reed.  Please  give  me  the  name  of  the  company  a^ain. 
Mr.  Howard.  The  Grasselli  Chemical  Co. 
Senator  Reed.  Ho\v  many  plants  has  it? 

Mr.  Howard.  Sixteen  or  seventeen,  all  told.     Manv  of  those  are 
sna&ll  plants. 
Senator  Reed.  What  was  its  output  last  year,  the  aggre«:ate? 
Mr.  Howard.  You  can  put  that  on  the  record  for  me  to  answer 
^ith  other  questions. 

Senator  Reed.  Can  this  gentleman  to  whom  you  spoke  tell  us  what 
the  output  was  in  dollars  ? 
Mr.  Alvord.  No,  sir. 

Senator  Reed.  (Jan  you  come  within  $10,000,000  of  it  i 
Mr.  Alvord.  No,  sir. 
Senator  Reed.  $20,000,000  of  it  ? 
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Senator  Beed.  Internal  competition.  Now.  let  me  ask  jm 
other  question.     I  have  pursued  that  as  far  as  I  want  to 

What  are  the  wages  that  you  pay  in  these  chemical  indurt 
First,  is  your  labor  organized  in  the  chemical  industries  i 

Mr.  Howard.  Not  to  any  great  extent. 

Senator  Reed.  Then  you  pay  your  labor  just  what  you  haveti 
it,  do  you  not  ? 

Mr.  Howard.  We  pay  it  the  market  price. 

Senator  Reed.  The  market  ])rice  is  fixed  by  the  general  wage 
in  the  United  States? 

Mr.  Howard.  I  might  point  out 

Senator  Reed.  If  you  get  a  higher  tariff  on  these  higher  ail 
of  course  you  expect  to  raise  your  wages  above  the  market  pri 

Mr.  Howard.  We  would  always  pay  the  market  price,  but  i 
prosperity  of  the  country  increases  the  demand  for  labor  wi 
crease ;  and  tlie  natural  result  is  that  we  have  to  pay  higher  waj 

But  I  would  like  to  point  out  that  when  you  ask  about  the  n 
wages  in  the  chemical  industry,  it  is  perhaps  a  little  different 
the  general  run  of  industries.  We  have  two  classes  of  laboi 
which  is  A-ery  highly  skilled,  highly  trained,  and  highly  paiA 
wnth  textile  training,  and  the  other  part  of  the  work  is  to  qui 
extent  carried  out  by  ordinary  common  labor. 

Senator  Reed.  What  do  you  pay  your  common  labor  ? 

Mr.  Howard.  That  varies.    It  is  from  40  to  50  cents  an  houi 

Senator  Reed.  How  many  women  do  you  employ — what  pr 
tion  of  women  ? 

Mr.  Howard.  In  our  i)lant  we  do  not  employ  any.  outside  c 
offices. 

Senator  Reed.  But  in  the  business  generally? 

Mr.  Howard.  A  very  small  number  of  women.  It  is  not, 
rule,  a  business  that  is  particularly  suitable  for  women. 

Senator  Rekd.  How  about  bovs? 

Mr.  Howard.  A  very  small  number  of  l)oys. 

Senator  Rekd.  What  proi)ortion  of  your  labor  is  highly  s 
and  technical  ? 

Mr.  Howard.  That  will  varv  tremendouslv  between  different 
of  chemical  industrv. 

Senator  Reed.  What  would  you  sjiy  it  is,  on  an  average,  ap 
to  the  whole  chemical  industrv? 

Mr.  Howard.  I  could  not  tell  yoii  that. 

Senator  Reed.  I^t  us  take  sulphuric  acid,  with  which  you 
to  be  familiar.  AVhat  is  the  i)r()])()rtion  of  those  employed  in 
ducing  sulphuric  a(  i<l  to  the  highly  skilled  people  and  wh 
ceive  high  salaries? 

Mr.  Howard.  There,  again,  it  would  depend  upon  the  size  c 
plant,  but  in  a  moderate-sized  plant  or  a  small  plant  the  projx 
would  be 

Senator  Reed.  Take  the  average  })lant.  We  are  tryiog  to  j 
averages. 

The  Chairman.  Let  the  witness  answer  the  question 

J^nat«or  Rkkd.  He  goes  down  to  a  sinall-siaed  plwnt  ami  difl 
tiates  between  that  and  a  big  one.  I  am  asking  him  to  tadc 
ax^ragv,  in  order  to  get  through. 
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.  Howard.  Oh,  perhaps  15  per  cent  or  so  might  be  highly 
d.  If  you  went  into  the  dollars  paid  it  would  probably  be  25 
Bnt  or  30  per  cent. 

lator    Keed.  I  am   speaking  of  individuals  now.     What   do 
biffhl V  skilled  people  get,  on  the  average — the  15  per  cent  ? 
,  Howard.  Perhaps  $2,500  to  $4,000  a  year. 
iator  Reed.  That  is  your  best  estimate  ? 
.  Howard.  Yes. 

lator  Beed.  What  would  be  the  average?     You  say  $2,500  to 
D.      That  is  a  wide  gap.    What  would  that  average — $3,000  a 
or  will  they  average  $2,500  a  year? 
r.  Howard.  It  would  only  be  a  guess  on  my  part. 
Qator  Reed.  Can  you  not  give  us  some  definite  figures? 
\  Howard.  I  would  like  to  say  one  thing,  and  that  is  that  while 
hemical  manufacturers  like  each  other  personally,  we  are  very 
itiTe  about  our  own  business  and  conditions. 
nator  Reed.  How  large  a  plant  do  you  run  ? 
r.  Howard.  We  have  several  very  lar^  plants. 
tnator  Reed.  Where  are  they  located  f 

r.  Howard.  One  in  Chicago,  one  in  Cleveland,  one  in  New  Jer- 
one  in  Birmingham,  and  dinerent  smaller  plants. 
mator  Reed.  What  is  your  concern? 
T.  Howard.  The  Grasselli  Chemical  Co. 
snator  Beed.  That  one  corporation  owns  all  these  plants? 
[r.  Howard.  Yes. 

enator  Reed.  What  is  its  capital  stock? 

[r.  Howard.  To  tell  you  the  truth,  I  could  not  answer  that  right 
the  bat. 

senator  Reed.  Could  you  approximate  it? 
Ir.  Howard.  Mr.  Alvord,  do  you  remember  what  that  is  ? 
»Ir.  Alvord.  $50,000,000,  and  I  think  about  $35,000,000,000  issued, 
senator  Reed.  What  is  your  relationship  to  the  company  ? 
Mr.  Howard.  I  am  in  charge  of  research  and  development  work. 
Senator  Reed.  You  are  not  an  officer  of  the  cx)mpany  i 
Mr.  Howard.  No,  sir. 

Senator  Reed.  You  are  one  of  the  experts!? 
Mr.  Howard.  Yes. 

Senator  Reed.  $35,000,000,  you  say  ? 
Mr.  Howard.  Yes. 

Senator  Reed.  Please  give  me  the  name  of  the  company  again. 
Mr.  Howard.  The  Grasselli  Chemical  Co. 
Senator  Reed.  How  many  plants  has  it? 

Mr.  Howard.  Sixteen  or  seventeen,  all  told.     Many  of  those  are 
inall  plants. 

Senator  Reed.  What  was  its  output  last  year,  the  aggregate  ? 
Mr.  Howard.  You  can  put  that  on  the  record  for  me  to  answer 
ith  other  questions. 

Senator  Reed.  Can  this  gentleman  to  whom  you  spoke  tell  us  what 
?  output  was  in  dollars  ? 
VIr.  Alvord.  No,  sir. 

senator  Reed.  Can  you  come  within  $10,000,000  of  it  i 
ir.  Alvord.  Xo,  sir. 
Senator  Reed.  $20,000,000  of  it  ? 
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Senator  Beed.  Internal  competition.  Now.  let  me  ask  yoti 
other  question.     I  have  pursued  that  as  far  as  I  want  to 

What  are  the  wages  that  you  pa}^  in  these  chemical  induA 
First,  is  your  labor  organized  in  the  chemical  industries? 

Mr.  Howard.  Not  to  any  great  extent. 

Senator  Eeed.  Then  you  pay  your  labor  just  what  you  have  to 
it,  do  you  not  ? 

Mr.  Howard.  Wc  pay  it  the  market  price. 

Senator  Reed.  The  market  price  is  fixed  by  the  general  wage 
in  the  United  States? 

Mr.  Howard.  I  might  point  out 

Senator  Reed.  If  you  get  a  higher  tariff  on  these  higher  art 
of  course  you  expect  to  raise  your  wages  above  the  market  prii 

Mr.  Howard.  We  would  always  pay  the  market  price,  but  i 
prosperity  of  the  country  increases  the  demand  for  labor  wil 
crease :  and  the  natural  result  is  that  we  have  to  pay  higher  wag 

But  I  would  like  to  point  out  that  when  you  ask  about  the  n 
wages  in  the  chemical  industry,  it  is  perhaps  a  little  different 
the  general  run  of  industries.  We  have  two  classes  of  labor 
which  is  very  hifrhly  skilled,  highly  trained,  and  highly  paid, 
with  textile  training,  and  the  other  part  of  the  work  is  to  quil 
extent  carried  out  bv  ordinarv  common  labor. 

Senator  Reed.  What  do  you  pay  your  common  labor? 

Mr.  Howard.  That  varies.    It  is  from  40  to  50  cents  an  hour 

Senator  Reed.  How  many  women  do  you  employ — what  pn 
tion  of  women  ? 

Mr.  Howard.  In  our  j)lant  we  do  not  employ  any,  outside  o 
offices. 

Senator  Reed.  But  in  the  business  generally  ? 

Mr.  Howard.  A  very  small  number  of  women.     It  is  not. 
rule,  a  business  that  is  particularly  suitable  for  women- 
Senator  Rekd.  How  about  bovs? 

■ 

Mr.  Howard.  A  verv  small  number  of  bovs. 

Senator  Reed.  What  propoi'tion  of  your  labor  is  highly  si 
and  technical? 

Mr.  Howard.  That  will  varv  tremendously  between  different 
of  chemical  industry. 

Senator  Reed.  What  would  you  sJiy  it  is,  on  an  average,  ap 
to  the  whole  chemical  industry? 

« 

Mr.  Howard.  I  could  not  tell  yoii  that. 

Senator  Reed.  I^t  us  take  sulphuric  acid,  with  which  you 
to  be  familiar.    AVhat  is  the  pr()])orti()n  of  those  employecl  in 
ducing  sulphuric   a<  i<l   to   the  highly  skilled   iHM)ple   and   wh 
ceive  high  salaries? 

Mr.  Howard.  There,  again,  it  wouhl  depend  uix)n  the  size  o 
plant,  but  in  a  moderate-sized  plant  or  a  small  plant  the  propc 
would  be 

Senator  RiBEo.  Take  the  average  })lant.  We  are  trynig  to  g 
averages. 

The  Chairman.  Let  the  witness  answer  the  questMn; 

»S*nQtk)r  Rkki>.  He  goes  down  to  a  sinalKsized  phmt  audi  difl 
tiates  between  that  and  a  big  one.  I  um  askinif  him  to  tofc 
a^•e^agv,  in  order  to  ^et  through. 
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owABD.  Oh,  perhaps  15  per  cent  or  so  might  be  highly 

If  you  weiit  into  the  dollars  paid  it  would  probably  be  25 

>r  30  per  cent. 

r   Seed.  I  am  speaking  of  individuals  now.     What  do 

hly  skilled  people  get,  on  the  average — ^the  15  per  cent  ? 

>WARD.  Perhaps  $2,500  to  $4,000  a  year. 

r  Reed.  That  is  your  best  estimate  1 

^liVASD.  Yes. 

r  Reed.  What  would  be  the  average?    You  say  $2,600  to 

rhat  is  a  wide  gap.    What  would  that  average— -$3,000  a 

vill  they  average  $2,500  a  year? 

)WABD.  It  would  only  be  a  guess  on  mv  part,  . 

r  Reed.  Can  vou  not  give  us  some  dennite  figures? 

pwASD.  I  would  like  to  say  one  thing,  and  that  is  that  while 

ical  manufacturers  like  each  other  personal]^,  we  are  very 

about  our  own  business  and  conditions, 

r  Reed.  How  large  a  plant  do  you  run  ? 

ywAMD.  We  have  several  very  large  plants. 

r  Eeed.  Where  are  they  located! 

OWABD.  One  in  Chicago,  one  in  Cleveland,  one  in  New  Jer- 

Ln  Birmingham,  and  mnerent  smaller  plants. 

ir  Beed.  What  is  your  concern? 

owAHD.  The  Orasselli  Chemical  Co. 

IF  Reed.  That  one  corporation  owns  all  these  plants  ? 

owARp.  Yes. 

»r  Beed.  What  is  its  capital  stock  ? 

OWABD.  To  tell  you  the  truth,  I  could  not  answer  that  right 

it. 

»r  Beed.  Could  you  approximate  it? 

jwARD.  Mr.  Alvord,  do  you  remember  what  that  is  ? 

lvobd.  $50,000,000,  and  I  think  about  $35,000,000,000  issued. 

»r  Beed.  What  is  your  relationship  to  the  compsmy  ? 

OWABD.  I  am  in  charge  of  research  and  development  work. 

>r  Beed.  You  are  not  an  officer  of  the  company  ? 

OWABD.  No,  sir. 

►r  Beed.  You  are  one  of  the  experts? 

OWABD.  Yes. 

»r  Beed.  $35,000,000,  you  say  ? 

OWABD.  Yes. 

>r  Beed.  Please  give  me  the  name  of  the  company  again. 

OWABD.  The  Grasselli  Chemical  Co. 

T  Beed.  How  many  plants  has  it  ? 

OWABD.  Sixteen  or  seventeen,  all  told.    Many  of  those  are 

mts. 

ir  Beed.  What  was  its  output  last  year,  the  aggregate  ? 

OWABD.  You  can  put  that  on  the  record  for  me  to  answer 

er  questions. 

>r  Beed.  Can  this  gentleman  to  whom  you  spoke  tell  us  what 

ut  was  in  dollars? 

LVOBD.  No.  sir. 

>r  Beed.  Can  you  come  within  $10,000,000  of  it  ? 

LvoBD.  No,  sir. 

T  Beed.  $20,000,000  of  it  ? 
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Senator  Reed.  Internal  competition.     Now.  let  me  ask  rou  ar 
other  question.     I  have  pursued  that  as  far  as  I  want  to 

What  are  the  wages  that  you  pay  in  these  chemical  industries' 
First,  is  your  labor  organized  in  the  chemical  industries  i 

Mr.  Howard.  Not  to  any  great  extent. 

Senator  Reed.  Then  you  pay  your  labor  just  what  you  have  to  i^y 
it,  do  you  not  ? 

Mr.  Howard.  We  pay  it  the  market  price. 

Senator  Reed.  The  market  price  is  hxed  by  the  general  wage  lex 
in  the  United  States? 

Mr.  How^ARD.  I  might  point  out 

Senator  Reed.  If  you  get  a  higher  tariff  on  tiiese  higher  artirlt^. 
of  course  you  expect  to  raise  your  wages  above  the  market  prici?f 

Mr.  Howard.  We  would  always  pay  the  market  price,  but  if  thi' 
prosperity  of  the  country  increases  the  demand  for  lal)or  will  in 
crease :  and  the  natural  result  is  that  we  have  to  pay  higher  wagi*#. 

But  I  would  like  to  point  out  that  when  you  ask  about  the  rate'»f 
wages  in  the  chemical  industry,  it  is  perhaps  a  little  different  fn.. 
the  general  run  of  industries.  We  have  two  classes  of  labor,  oik 
which  is  very  highly  skilled,  highly  trained,  and  highly  paid,  iwr 
with  textile  training,  and  the  other  part  of  the  work  is  to  quite  r 
extent  carried  out  bv  ordinarv  common  labor. 

Senator  Reed.  What  do  you  pay  your  common  laljor^ 

Mr.  Howard.  That  varies.    It  is  from  40  to  50  cents  an  hour. 

Senator  Reed.  How  many  women  do  you  emj^loy — what  projw 
tion  of  women  ( 

Mr.  Howard.  In  our  plant  we  do  not  employ  any,  outside  of  I**' 
offices. 

Senator  Reed.  But  in  the  business  generally  i 

Mr.  Howard.  A  very  small  number  of  women.  It  is  not,  as  i 
rule,  a  business  that  is  particularly  suitable  for  women. 

Senator  Rekd.  How  about  bovs? 

Mr.  Howard.  A  very  small  number  of  bovs. 

Senator  Reed.  What  proportion  of  your  labor  is  highly  skili<^i 
and  technical  ? 

Mr.  Howard.  That  will  varv  tremendouslr  l)etween  different  t\]^ 
of  chemical  industry. 

Senator  Reed.  What  would  you  say  it  is,  on  an  average,  applifl 
to  the  whole  chemical  industry  ? 

Mr.  Howard.  I  could  not  tell  you  that. 

Senator  Reed.  I^t  us  take  sulphuric  aci^l,  with  which  you  stfviu 
to  be  familiar.  What  is  the  proportion  of  those  employed  in  pro- 
ducing  sulphuric  a<  id  to  the  highly  .skilled  jx^jple  and  who  it- 
ceive  high  salaries? 

Mr,  Howard.  There,  again,  it  would  dejiend  upon  the  size  of  th* 
plant,  but  in  a  moderate-sized  plant  or  a  small  plant  the  proportion 
would  he 

Senator  Reed.  Take  the  average  plant.  We  are  trykiir  to  gfi  at 
averages. 

The  Chairman    I^t  the  witne-sa  anawer  the  question* 

^tia^)r  Kkko.  He  goea  down  to  a  .snmUKaiaed  plutit  aiitl  difmo* 
tiates  between  that  and  a  big  one.  I  am  askififr  htm  to  take  Uif 
RA^rage,  in  order  to  get  0hrongh. 


TARIFF — CHEMICAL  SCHEDULE.  203 

r 

Mr.  Howard.  Oh,  perhaps  15  per  cent  or  so  might  be  highly 
dlled.  If  you  went  into  the  dollars  paid  it  would  probably  be  25 
er  cent  or  30  per  cent. 

Senator  Reed.  I   am   speaking  of  individuals  now.     What   do 
lose  highly  skilled  people  get,  on  the  average — the  15  per  cent  ? 
Mr.  IfowARD.  Perhaps  $2,500  to  $4,000  a  year. 
Senator  Reed.  That  is  your  best  estimate  ? 
Mr.  Howard.  Yes. 

Senator  Reed.  What  would  be  the  average?     You  say  $2,500  to 
4.000.     That  is  a  wide  gap.    What  would  that  average — ^$3,000  a 
ear,  or  will  they  average  $2,500  a  year? 
Mr.  Howard.  It  would  only  be  a  guess  on  mv  part. 
Senator  Reed.  Can  you  not  give  us  some  definite  figures? 
Mr.  Howard.  I  would  like  to  say  one  thing,  and  that  is  that  while 
«re  chemical  manufacturers  like  each  other  personally,  we  are  very 
iecretive  about  our  own  business  and  conditions. 
Senator  Reed.  How  large  a  plant  do  you  run  ? 
Mr.  Howard.  We  have  several  very  large  plants. 
Senator  Reed.  Where  are  they  located  f 

ilr.  Howard.  One  in  Chicago,  one  in  Cleveland,  one  in  New  Jer- 
sey, one  in  Birmin^am,  and  different  smaller  plants. 
Senator  Reed.  What  is  your  concern? 
Mr.  Howard.  The  Grasselli  Chemical  Co. 
Senator  Reed.  That  one  corporation  owns  all  these  plants? 
Mr.  Howard.  Yes. 

Senator  Reed.  What  is  its  capital  stock? 

Mr.  Howard.  To  tell  you  the  truth,  I  could  not  answer  that  right 
off  the  bat. 
Senator  Reed.  Could  you  approximate  it? 
Mr.  Howard.  Mr.  Alvord,  do  you  remember  what  that  is  ? 
Mr.  Alvord.  $50,000,000,  and  I  think  about  $35,000,000,000  issued. 
Senator  Reed.  What  is  your  relationship  to  the  compajny  ? 
Mr.  Howard.  I  am  in  charge  of  research  and  development  work. 
Senator  Reed.  You  are  not  an  officer  of  the  company  ? 
Mr.  Howard.  No,  sir. 

Senator  Reed.  You  are  one  of  the  experts  ? 
Mr.  Howard.  Yes. 
Senator  Reed.  $35,000,000,  you  say  ? 
ilr.  Howard.  Yes. 

Senator  Reed.  Please  give  me  the  name  of  the  company  again. 
Mr.  Howard.  The  Grasselli  Chemical  Co. 
Senator  Reed.  How  many  plants  has  it  ? 

Mr.  Howard.  Sixteen  or  seventeen,  all  told.    Many  of  those  are 
small  plants. 
Senator  Reed.  What  was  its  output  last  year,  the  aggregate  ? 
Mr.  Howard.  You  can  put  that  on  the  record  for  me  to  answer 
with  other  questions. 

Senator  Reed.  Can  this  gentleman  to  whom  you  spoke  tell  us  what 
the  output  was  in  dollars? 
Mr.  Alvord.  No.  sir. 

Senator  Reed.  Clan  you  come  within  $10,000,000  of  it  ? 
Mr.  Alvord.  No,  sir.  - 
Senator  Rebd.  $20,000,000  of  it  ? 
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Mr.  Alvord.  Noj  sir. 

Senator  Beed.  Can  you,  Mr.  Howard,  come  within  $5D,0(V^.<> 
of  it? 

Mr.  Howard.  I  would  not  be  willing  to  give  those  figures  wit] 
getting  them. 

Senator  Reed.  What  was  its  profit  in  1920  ? 

Mr.  Howard.  Eight  per  cent  was  its  dividend. 

Senator  Reed.  ITow  much  was  carried  into  surplus? 

Mr.  HowAiiD.  That  I  could  not  answer  without  lookin<^  uj>  th 
records. 

Senator  Reed.  How  do  you  know  that  you  are  in  such  a  desperal 
condition  if  you  do  not  Know  the  amount  of  capital  stock  with. 
$50,000,000?    You  do  not  know  what  your  plants  are 

Mr.  Howard.  I  told  you  what  the  capital  stock  was.  It  was  aU- 
$35,000,000.      . 

Senator  Reed.  I  mean  the  sales.  You  did  not  know  when  ^ 
started  to  answer. 

Did  you  build  any  additional  plants  last  year  or  make  any  inve-;-] 
ments? 

Mr.  Howard.  No  ;  not  to  any  great  extent. 

Senator  Seed.  What  do  you  make  at  these  places? 

Mr.  Howard.  Sulphuric  acid,  all  the  mineral,  and  heavy  chemicals| 
generally. 

Senator  Reed.  Did  you  ship  anything  abroad  ? 

Mr.  Howard.  A  small  amount — we  were — ^but  at  the  present  tiiaej 
that  business  is  dead. 

Senator  Reed.  Almost  all  business  is  dead  going  abroad,  is  it  not! 

Mr.  Howard.  Yes. 

Senator  Reed.  How  much  were  yon  sending  abroad  ? 

Mr.  Howard.  I  will  have  to  get  those  figures  for  you  if  you  want 
them. 

Senator  Reed.  I  do.    You  do  not  know  what  your  profits  weref 

Mr.  Howard.  I  told  vou  they  were  8  per  cent— the  dividends. 

Senator  Reed.  You  (fid  not  say  profits ;  you  said  dividends.  Therr 
is  a  great  deal  of  difference  between  a  dividend  and  a  profit  soil*- 
times.  Do  you  know  anything  more  about  the  other  concerns  enga^i 
in  the  chemical  business,  as  to  their  profits,  than  you  do  about  your 
own? 

Mr.  Howard.  No  ;  I  do  not  carry  those  figures  in  my  head 

Senator  Reed.  How  many  of  these  highly  skilled  people  who  gtf*. 
from  $2,500  to  $4,000  a  year  and  who  constitute  15  per  cent  of  yi>uT 
employees  are  there? 

Mr.  Howard.  I  will  get  you  those  figures. 

Senator  Reed.  Can  you  approximate  it? 

Mr.  Howard.  I  would  say  that  in  our  organization  there  wer? 
probably  several  hundred. 

Senator  Reed.  That  get  the  large  salaries? 

Mr.  Howard.  Yes. 

Senator  Reed.  How  many  employees  have  yon,  all  together? 

Mr.  Howard.  Several  thousand. 

Senator  Reed.  How  many  thousand  ? 

Mj.  Howard.  I  could  not  tell  you  ofHiand. 

Senator  Reed.  Can  you  come  within  a  thousand  or  two  of  itt 

Mr.  Howard.  It  would  only  be  a  guesB. 
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Senator  Bjbed.  Yau  do  not  want  to  guess,  and  I  do  not  want  you 

0  miess  either,  because  we  do  too  much  guessing  nowadays. 

Will  you  get  me  the  pay  roll  of  jour  institution  ?  I  would  like  to 
ee  what  the  wages  are  that  are  paid. 

Mr.  HowABD.  That  is  a  question  that  would  have  to  be  put  up  to 
he  officers  of  our  company.    I  do  not  know. 

Senator  Eeed.  I  do  not  mean  the  individuals,  but  will  you  give 
lie  the  number  of  men  employed?  Will  you  classify  them,  showing 
hose  that  are  highly  skilled  and  then  those  that  are  not  skilled,  and 
ihe  me  the  average  wages  of  the  highly  skilled  and  then  give  me 
the  average  wages  of  the  unskilled? 

Mr.  HowABD.  That  could  be  done  quite  easily. 

Senator  Reed.  Will  you  do  that  ? 

Mr.  Howard.  I  will,  with  the  approval  of  our  officers. 

Senator  Reed.  Do  you  doubt  that  your  company,  that  comes  here 
asking  protection  for  its  product^  will  refuse  to  furnish  the  United 
States  Senate  with  that  information? 

Mr.  Howard.  I  do  not  think  there  is  the  slightest  question  but 
w  hat  w^e  can  send  them  to  you,  but  I  can  not  promise  you. 

Senator  Reed.  Can  you  not  send  us  a  statement  of  the  wages  so 
that  we  will  know  how  much  we  may  need  to  raise  them?  Other- 
wise we  could  not  tell  how  much  we  ought  to  boost  those  wages. 

1  shall  thank  you  to  bring  us  that.  I  would  like  to  have  you  brmg 
us  a  statement  of  j^our  gross  profits  and  your  net  profits  and  the 
amoimt  paid  in  dividends,  the  amount  carried  into  surplus,  and  to 
answer  the  question  whether  you  paid  any  excess-profits  tax  last 
year— that  is,  during  1920  for  1919 — and  if  so,  the  amount,  in  order 
tliat  we  may  determine  whether  or  not  you  really  need  this  protec- 
tion. 

Mr.  Howard.  What  bearing  would  that  have  on  it? 
Senator  Reed.  A  great  deal.    If  you  have  been  making  an  enor- 
mous profit,  it  might  take  something  out  of  your  profit  to  take  care 
of  the  poor  laboring  men,  and  if  you  have  been  running  on  the  verge 
of-bankruptcy,  possibly  you  could  not  take  care  of  them. 

Mr.  Howard.  There  are  a  good  many  companies  that  made  enor- 
mous profits  during  the  war  that  have  already  become  bankrupt 
and  have  no  chance  to  pay  wages. 

Senator  Reed.  That  is  true.  A  great  many  individuals  went  bank- 
rupt, too. 

Mr.  Howard.  And  if  the  Government  does  not  grant  some  measure 
of  protection,  a  great  many  of  the  other  more  prosperous  companies 
will  b€KX)me  bankrupt  and  be  unable  to  employ  labor. 

Senator  Reed.  Oi  course  that  is  your  conclusion.    But  you  do  not 
know  the  number  of  your  employees  and  do  not  know  your  own 
profits,  and  you  do  not  know  anything  more  about  any  other  con- 
cerns tnan  you  do  about  your  own,  do  you  ? 
Mr.  Howard.  No,  sir. 

Senator  Reed.  What  proportion  of  the  sulphuric  acid  consumed 
in  the  United  States  is  made  by  your  concern,  these  16  different 
plants? 

Mr.  Howard.  That  is  a  detail  statistical  question  that  I  could  not 
answer. 

Senator  Reed.  I  do  not  ask  you  to  state  it  within  a  few  dollars  or 
a  few  tons.   Is  it  one-half,  one-third,  or  80  per  cent  ? 
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Mr.  Howard.  Oh,  I  should  assume  perhaps  15  per  cent. 

Senator  Reed.  What  other  concerns  in  the  United  States  are 
ga^red  in  making  sulphuric  acid  and  these  other  chemicals  that 
make,  speaking  broadly,  now  ? 

Mr.  Howard.  During  the  war  we  had  an  association  of  sulph 
acid  manufacturers.  There  were  about  a  hundred  and  fifty  mi 
hers. 

Senator  Eeed.  How  many  of  them?  How  many  are  in  your  cl 
Is  there  anybody  in  your  class? 

Mr.  Howard.  We  are  not  the  largest. 

Senator  Reed.  Who  is  the  largest  ? 

Mr.  Howard.  The  General  Chemical  Co.,  I  would  imagine,  is  tin 
largest  single  producer. 

Senator  Keed.  Where  is  it  located  ? 

Mr.  Howard.  Its  headquarters  are  in  New  York.  Its  plants  aii 
scattered  over  the  country. 

Senator  Reed.  How  many  plants  ? 

Mr.  Howard.  I  do  not  know.  They  are  in  a  good  many  of  tb 
places  where  we  have  our  plants,  and  in  direct  competition  with  ua. 

Senator  Reed.  Is  it  represented  here  ? 

Mr.  Howard.  I  do  not  think  so.  I  have  not  seen  anybody  hei 
from  it. 

Senator  Reed.  Of  course,  you  do  not  know  what  its  profits  ha^ 
been  ? 

Mr.  Howard.  Xo.  Its  statement  is  easily  available  to  you.  It  hf 
been  filed  in  New  York. 

Senator  Reed.  Can  you  give  me  the  output  in  pounds  or  tons  tb 
your  concern  has  produced  in  the  year  1920? 

Mr.  Howard.  Not  without  looking  it  up. 

Senator  Reed.  Can  you  approximate  it  ? 

Mr.  Howard.  No. 

Senator  Reed.  How  do  you  sell  sulphuric  acid — by  tlie  ton  or  I 
the  pound  ? 

Mr.  Howard.  The  prices  are  made  in  both  ways,  either  by  the  h» 
dred  pounds  or  by  the  ton. 

Senator  Reed.  AVhat  is  it  worth  a  ton  ? 

Mr.  Howard.  $18  to  $:20. 

Senator  Reed.  What  is  it  made  of? 

Mr.  Howard.  It  is  made  from  snli)hur. 

Senator  Reed.  Where  do  yon  got  the  sulphur? 

Mr.  Howard.  Louisiana. 

Senator  Reed.  Do  vou  mine  it  ? 

Mr.  Howard.  Buv  it. 

Senator  R?:ed.  Do  yon  buy  it  from  somebody  that  does  mine  it  ? 

Mr.  Howard.  Yes,  sir:  and  then  it  is  also  made  from  iron  nvriti 

Senator  Reed.  Ilow  much  labor  goos  into  a  ton  of  sulphur: 

Mr.  Howard.  As  made  in  Louisiana? 

Senator  Reed.  As  made  in  your  ])lants.  1  mean  a  ton  of  sulphur 
acid.    I  said  sulphur.    1  beg  your  ])ardon. 

Mr.  Howard.  I  do  not  think  that  I  would  be  justified,  without  co 
suiting  with  the  officials  of  the  comjmny,  in  giving  you  figures  thi 
if  vou  take  them  one  l)v  one,  would  tinallv  ;rive  vou  our  exact  co 
of  production. 
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Senator  Reed.  I  did  not  ask  the  cost  of  production.    I  am  asking 
11'  labor  cost. 
Mr.    Howard.  That  is  one  factor;  and  then  your  next  question 
oiild  be,  How  much  sulphur  would  go  in? 

Senator  Beed.  I  might  ask  that  question  and  I  might  not.    You 
iiist  not  undertake  to  anticipate  mv  mental  processes. 

Mr.   Howard.  If  you  would  mind  not  pressing  that  question 

Senator  Reed.  Can  vou  tell  me  what  you  pay  tor  raw  sulphur  per 
>ii  ( 
Mr.  Howard.  Raw  sulphur  is  costing  in  the  neighborhood  of  $22 
ton. 

Senator  Reed.  $22  ? 

Mr.  Howard.  $20  or  $22  a  ton,  delivered — $24  in  some  places. 
Senator  Reed.  Let  us  say  $22,  to  make  it  easy.     How  much  of  that 
ulphur  goes  into  a  ton  of  sulphuric  acid  which  only  costs  $17  a  ton? 
Mr.   Howard.  We  make  about,  roughly  speaking,  3  tons  of  sul- 
>huric  acid,  different  degrees. 

Senator  Reed.  So  your  sulphur  cost,  in  a  ton  of  sulphuric  acid,  if 
rou  take  the  $24  basis,  would  be  $8.    What  else  do  you  put  in  to  make 
I  ton  of  this  sulphuric  acid? 
Mr.  Howard.  Nitrate  of  soda  is  used. 
Senator  Reed.  How  much  does  that  cost  ? 
Mr.  Howard.  Steam  is  used;  coal,  fuel,  and  steam. 
Senator  Reed.  I  am  talking  about  chemicals,  now. 
Mr.  Howard.  Nitrate  of  soda  is  imported,  you  understand,  from 
Chile. 

Senator  Reed   How  much  do  you  have  to  put  into  a  ton  of  sul- 
phuric acid  of  that  material? 

ilr.  Howard.  There  have  been  such  fluctuations  that  I  really  do 
not  know  what  the  present  price  of  nitrate  of  soda  is. 

Senator  Reed.  Can  you  not  approximate  it  for  1920?     Well,  no; 
state  it  now,  because  we  are  figuring  on  the  basis  of  now. 

Mr.  Howard.  I  will  not  vouch  ipr  the  accuracy  of  these  figures, 
you  know. 
Senator  Reed.  Give  me  your  best  estimate. 
Mr.  Howard.  Roughly,  perhaps  two  or  three  dollars. 
Senator  Reed.  Would  you  say  $2.50  is  a  fair  figure  ? 
Mr.  Howard.  Put  it  down  as  $2.60. 
Senator  Reed.  The  raw  materials,  then,  that  go  into  a  ton  of  sul- 

?huric  acid  will  cost  you  about  $10.50.  That  is  the  raw  material. 
ou  have  named  them  all,  have  you  not? 

ilr.  Howard.  No;  I  have  not  named  them  all.  Steam  is  a  raw 
material.    It  is  not  used  for  power,  it  is  used  in  the  process. 

Senator  Reed.  How  much  does  that  cost  a  ton? 

Mr.  Howard.  Oh,  that  might  be  one  dollar  or  so^  perhaps. 

Senator  Reed.  What  other  costs  go  into  it  outside  of  your  over- 
head ? 

Mr.  Howard.  In  the  manufacture' of  sulphuric  acid  the  wear  and 
t^ar  is  so  heavy  on  the  lead  apparatus  used  that  it  has  to  be  figured 
as  a  very  large  item. 

Senator  Reed.  Will  you  give  me  the  labor  cost  in  a  ton  of  sulphuric 
acid  ?   That  is  what  I  want  to  know.    If  you  can  not  give  it  to  us  now, 
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will  you  fiffure  it  and  bring  it  to  us  this  afternoon?  I  would  likp  to 
have  it  before  you  finally  leave  the  stand.  I  do  not  want  to  delijr] 
you  and  keep  you  here,  because  you  are  a  busy  man. 

Mr.  Howard.  Yes,  sir. 

Senator  Reed.  What  salaries  do  the  officers  of  this  corporation  p-t! 

Mr.  Howard.  I  do  not  know. 

Senator  Reed.  Can  you  not  approximate  it  ? 

Mr.  Howard.  No. 

Senator  Reed.  Is  there  anybody  here  who  does  know  ? 

Mr.  Howard.  I  do  not  think  so. 

Senator  Reed.  What  salary  do  you  get  ? 

Mr.  Howard.  I  would  prefer  not  to  say.  I  do  not  think  it  \s  i 
proper  question. 

Senator  Reed.  Oh,  yes.    We  are  figuring  on  labor.    We  want  t* 
know  how  much  protection  you  need.    It  is  not  asked  in  any  spirit  -f 
desiring  to  go  into  your  personal  aflfairs. 

Mr.  Howard.  It  is  going  into  my  personal  affairs,  and  I  decline  t^ 
answer. 

The  Chairman.  The  Question  is  proper  enough,  and  it  is  al-« 
proper  for  the  witness  to  aecline  to  answer. 

Senator  Reed.  On  any  legal  ground? 

The  Chairman.  No  ;  on  the  matter  of  his  private  affairs. 

Senator  Reed.  Very  well.  Is  your  salary  any  more  a  private  affair 
than  the  wages  of  the  men  who  work  in  this  factory  ? 

Mr.  Howard.  It  is  to  me. 

Senator  Reed.  Do  you  get  as  much  as  $50,000  a  year  ? 

Mr.  Howard.  I  am  not  going  to  answer  a  "  yes  "  or  "  no  "  game. 

Senator  Reed.  Can  you  give  us  any  idea  of  the  salary  of  tLi» 
officers  of  the  corporation  ? 

Mr.  Howard.  No,  sir. 

Senator  Reed.  Is  there  anybody  here  who  can  ? 

Mr.  Howard.  No,  sir. 

Senator  Reed.  I  want  to  deal  with  you  in  perfect  frankness.  Y«rt; 
are  here  asking  us  to  take  your  judgment  and  opinion  in  regard  t^** 
a  tariff.  You  assert  as  the  first  and  primary  reason  for  a  tariff  tlie 
wages  of  the  men.  Whether  you  are  able  to  pay  the  wages  of  tl*** 
men  or  not  depends,  of  course,  on  the  money  tnat  the  institution 
makes ;  and  if  part  of  the  money  is  used  in  the  payment  of  salari♦-^ 
and  pia,rt  of  it  is  used  in  the  payment  of  wages  of  labor,  all  of  it,  ir. 
fact,  being  for  labor  of  different  kinds,  how  is  this  committee  t'» 
tell  whether  you  need  any  advance  at  all  in  order  to  keep  wafes  uy 
until  it  knows  what  the  wages  are?  And  you  sit  here  and  declin- 
to  tell  us. 

Mr.  Howard.  I  would  like  to  p^iint  out  one  thing,  Senator,  and  that 
is  that  this  article  that  you  have  been  talking  about  is  not  one  that 
we  ask  for  any  protection  on.  It  is  already  on  the  free  list,  I  U- 
lieve,  and  we  are  perfectly  content  to  have  it  stay  there. 

Senator  Reed.  Have  you  not  just  cited  it  as  an  instance  of  the  com 
petition  that  you  are  suffering  under? 

]V&.  Howard.  Sulphuric  acid! 

Senator  Reed.  Yes.^ 

Mr.  Howard.  No,  sir. 
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riie  Chairman.  Mr.  £eed^  may  I  address  a  question  here?  As 
Liiiderstand  it  you  are  going  into  this  long  examination  on  the 

E?stioii  of  sulphuric  acid 

Senator  Seed.  I  am  going  into  it  on  this  whole  business.  Here 
a  man  who  comes  here  and  indulges  in  generalizations,  which  he 
£?  a  right  to  do,  and  then  I  have  the  right,  I  think,  with  the  per- 
ssion  of  the  committee,  to  find  out  on  what  he  bases  his  opinion. 
The  Chairman.  As  I  am  informed  and  reminded  sulphuric  acid 
s  always  been  on  the  free  list,  is  on  the  free  list,  and  there  is  no 
n  tent  ion  for  a  duty  on  it. 

Si»nator  Seed.  It  was  the  only  thing  that  the  witness  singled  out  as 
I  example  of  the  terrible  competition  that  he  was  already  suffering. 
Mr.  Howard.  I  beg  your  pardon.  It  was  the  thing  that  I  singled 
It  when  you  askeame  to  what  extent  prices  had  been  increased 
iring  the  war.  That  is  the  way  we  came  to  discuss  sulphuric  acid. 
Senator  Reed.  What  are  these  other  articles  that  you  say  you  must 
ive  protection  on? 

Mr.  Howard.  I  have  not  personally  put  in  any  brief  on  the  subject 
>-day-  I  am  going  to  call,  if  you  give  me  an  opportunity,  witnesses 
f  the  association  that  are  prepared  to  discuss  specific  paragraphs 
nd  specific  recommendations.  Would  it  not  be  well  and  save  time 
f  you  cross-examine  them  on  these  specific  paragraphs  as  they 
nme  up? 

Senator  Reed.  Perhaps  if  you  say  that  you  do  not  know  anything 
bout  it  I  will  not  ask  you  any  questions  about  it.  You  are  not 
amiliar  with  it? 

Mr.  Howard.  I  am  not  prepared  to  answer  questions  in  detail  on 
hose  paragraphs ;  no,  sir. 

The  Chairman.  I  think  I  ought  to  state,  and  I  thought  I  had 
*ated,  that  the  witness  is  here  to  make  a  very  brief  statement  on  his 
:)wn  part,  and  then  to  present  to  the  committee  some  few  gentlemen 
K^lio  are  experts  on  various  phases  of  the  chemical  schedule.  If  he  is 
through  with  his  statement  I  will  suggest  that  he  be  permitted  to  intro- 
:luce  to  the  committee  his  galaxy  of  experts. 

Senator  Keed.  Very  well.  llet  me  ask  another  question.  I  know 
it  is  getting  a  little  embarrassing. 

You  do  not  know,  then,  the  items  of  cost  that  enter  into  any  of  these 
^'hemicals  that  are  in  the  schedule.  You  do  not  know  the  items  of 
labor? 

Mr.  Howard.  I  do  not  carry  any  of  them  in  my  head.  If  I  had  come 
here  prepared  to  discuss  them  I  would  have  had  data  to  back  it  up. 

Senator  Beed.  But  your  opinion,  which  you  have  expressed,  there- 
fore, is  based  upon  these  facts  with  which  you  are  not  familiar. 

Air.  Howard.  I  do  not  think  that  I  have  expressed  opinions  that 
need  detailed  facts  to  back  them  up.  The  general  statements  which 
1  made,  I  think,  carry  their  own  conclusions  with  them. 

Senator  Eeed.  Very  well.    That  is  all. 

The  Chairman.  Mr.  Howard,  will  you  please  introduce  those  mem- 
l)ers  of  your  association  who  are  here  and  whom  the  committee  has 
ajrreed  through  you  to  hear  briefly  ? 

Mr.  Howard.  I  would  like  to  introduce  Mr.  Rosengarten,  who 
^shes  to  speak  on  paragraphs  1 6  and  46. 
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STATEMENT  OF  MB.  A.  0.  EOSENOAKTEN,  EEPEESENTIHO  POWEBS- 
WEIOHTMAH-EOSENOAETEN  CO.,  PHILADELPHIA,  PA. 

The  Chair^ian.  Will  ,you  state  your  full  name  ? 

Mr.  RosENGARTEN.  My  name  is  A.  G.  Rosengarten,  of  Phili- 
delphia.  I  am  connected  with  the  Powers- Weightman-Rosengart''.: 
Co. 

My  first  brief  is  on  paragraph  16,  and  is  a  joint  brief  by  the  van- 
pany  which  I  represent,  the  Mallinckrodt  Chemical  Works,  of  N 
Louis;  Charles  Pfizer  &  Co.,  of  New  York;  and  the  Norvell  Cheit' 
cal  Corporation,  of  Perth  Amboy,  N.  J.,  and  with  your  permissioij  I 
shall  read  this  brief. 

The  Chairman.  Very  well,  Mr.  Rosengarten. 

Mr.  Rosengarten  (reading) : 

We  respectfuUy  draw  your  attrition  to  the  duties  in  H.  R.  7456  pla<v»i  * 
calomel,  corrosive  sublimate,  and  other  mercurial  preparations,  paragraph  I'. 
and  on  quicksilver,  paragraph  383,  namely,  30  per  cent  ad  valorem  on  dk* 
curial  preparations  and  a  specific  duty  of  35  cents  per  pound  on  qulcksihvr. 

It  is  evident  that  in  increasing  the  committee  rate  on  quicksilver  Inr 
7  cents  per  pound  to  35  cents  per  pound  the  House  of  Representatives  owr 
looked  enacting  a  compensating  increase  in  rates  on  calomel,  corrosive  >u' 
limate,  and  other  mercurial  preparations,  for  the  reason  that  these  menur.:. 
preparations  average  approximately  90  per  cent  quicksilver  content,  and  .i 
their  manufacture  there  is  used  not  less  than  50  per  cent  of  the  qnicksJtr 
consumed  in  the  United  States. 

Should  these  duties  become  effective,  the  American  manufacturers  of  !• 
above-mentioned  mercurial  preparations  will  be  force<l  to  close  their  wr»rk*  .  ■ 
go  out  of  business 

The  Chairman.  Where  is  most  of  this  quicksilver  imported  f nm. ' 
Mr.  Rosengarten.  'Most  of  the  quicksilver,  the  largest  penvni 
a^e  of  quicksilver  produced  in  this  country,  is  produced  in  CaUfor 
ma  and  in  Mexico.    There  is  also  quicksilver  imported  from  abrca:. 
which  is  mined  chiefly  in  Spain  and  in  Italy,  the  northern  part  <  f 
Italy,  the  part  of  Italy  that  was  formerly  Austria.    [Reading:] 

Should  these  duties  become  effective,  the  American  manufacturers  of  (•• 
nbove-mentioned  mercurial  preparations  will  be  forced  to  close  their  works  a:- 
go  out  of  business,  and  thus  remove  from  domestic  outlet  50  per  <*ent  or  iu-t- 
of  the  quicksilver  produced  in  the  United  States. 

As  the  manufacture  of  these  mercurial  preparations  require  an  ave^aJ^• 
90  per  cent  by  weight   of  quicksilver,   the  duty  placet!  on   them   slioiiM    • 
Increased  by  a  compensatinj?  duty  of  90  i)er  cent  of  the  duty  on  qul<'ksil\4r 
which  is  equivalent  to  32  cents  per  pound. 

We  respectfully  submit  that  paragraph  li)  be  amcnd^nl  to  read  as  follows: 

"Calomel,  corrosive  sublimate,  and  other  mercurial  preparations.  iT*  i*-' 
cent  ad  valorem  and  32  cents  per  pound." 

I  have  another  brief 

Senator  Rekd.  Are  vou  going  to  leave  that  topic? 

Mr.  Rosengarten.  1  have  not  sufficient  copies,  but  I  shouM  ^^ 
verv  glad 

Senator  Reed  (interposing).  No.  I  say,  are  you  going  to  l**a>" 
that  topic? 

Mr.  Rosengarten.  Oh,  yes. 

Senator  Reed.  If  no  one  else  wants  to  ask  any  questions  I  wcmi^  • 
like  to  ask  one. 

How  much  of  the  quicksilver  consumed  in  making  calomel  ar-'i 
corrosive  sublimate — I  believe  j'ou  named  those  two.  I  am  not  «'n- 
tirelv  familiar  with  chemical  matters  and  I  mav  ask  some  ridii'i 
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>us  questions — that  is,  ridiculous  from  a  chemist's  standpoint.     1 
ope  you  will  correct  me  if  I  do. 
Air.  SosENOABTEN.  With  pleasure. 

Senator  Reed.  Do  you  use  quicksilver  in  making  calomel  and  cor- 
osive  sublimate  and  other  mercurial  preparations? 
Mr.  SosENGABTEN.  Yes,  sir. 

Senator  'Reed.  What  proportion  of  that  quicksilver  do  you  use 
hat  is  produced  in  the  iJnited  States? 
Mr.  RosENGARTEN.  In  the  past  virtually  all  has  been  produced  in 
he  United  States.    There  have  been  times  when  the  foreigners  have 
)een  able  to  make  quicksilver  at  much  lower  prices  than  the  pro- 
lucers  in  this  country  were  able  to  get  it. 
Senator  Reed.  When  was  that?    That  was  a  good  while  ago?   ' 
Mr.  Rosengarten.  No.    Quicksilver  was  coming  in  from  abroad — •' 
some  quicksilver  has  been  coming  in,  oif  and  on,  for  the  last  seven  • 
or  eight  years,  I  should  say. 
Senator  Reed.  How  much;  what  proportion? 
Mr.  Rosengarten.  I  have  not  those  figures  at  my  fingers'  ends. 
Senator  Reed.  It  has  been  very  smalL  has  it  not  ? 
Mr.  Rosengarten.  Not  very  large. 

Senator  Reed.  What  is  quicksilver?    Is  it  a  natural  product? 
Mr.  Rosengarten.  It  is  a  metal. 
Senator  Reed.  Mined  out  of  the  earthy  in  some  form  ? 
Mr.  Rosengarten.  Yes,  sir.  . 

Senator  Reed.  And  then  has  to  be  treated,  I  presume,  to  make 
the  commercial  article?. 
Mr.  Rosengarten.  It  is  a  metallurgical  proposition. 
Senator  Reed.  Thei^e  are  large  deposits  of  it  in  the  United  States? 
Mr.  Eosengarten.  Yes,  sir. 

Senator  Reed.  They  ship  large  quantities  abroad  right  along,  do 
they  not? 

Mr.  Rosengarten.  America  has  ceased  to  be  an  exporting  Nation 
as  regards  quicksilver.     Forty  or  fifty  years  ago  large  quantities 
of  mercury  were  shipped  to  Europe. 
Senator  Reed.  You  mean  mercury  or  quicksilver? 
Mr.  Rosengarten.  It  is  the  same  thing. 
Senator  Reed.  They  are  identical  ? 
Mr.  Rosengarten.  They  are  identical. 

Senator  Reed.  I  thought  mercury  was  quicksilver  that  had  been 
treated. 
Mr.  Rosengarten.  No. 

Senator  Reed.  All  right.    Thank  you  for  the  correction. 
What  proportion  of  this  quicksilver  came  into  this  country  from 
aljToad  in  1920  and  was  used  here  ? 
Mr.  Rosengarten.  A  small  proportion. 
Senator  Reed.  Can  you  state  it  in  percentages? 
Mr.  Rosengarten.  1  can  not. 
Senator  Reed.  Was  it  as  much  as  1  per  cent? 
Mr.  Rosengarten.  I  have  not  those  facts  before  me,  Senator. 
Senator  Reed.  If  nearly  all  the  quicksilver  is  produced  in  the 
Vnited  States  and  if  there  happens  to  be  a  duty  put  upon  quicksilver 
oominor  from  abroad  and  your  supply  is  here  and  does  not  have  to 
I'av  that,  why  will  that  make  it  necessary  to  raise  the  duty  upon 
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these  manufactured  products  into  which  quicksilver  enters — calomd 
etc.  ? 

Mr.  BosENGABTEN.  For  the  very  simple  reason  that  it  is  assume': 
that  the  producers  of  quicksilver  will  take  advantage  of  the  duty  (>l 
quicksilver  and  raise  the  price  and  get  it. 

Senator  Eeed.  Do  you  think  they  do  that  ordinarily? 

Mr.  RosENGARTEN.  That  has  been  generally  the  case. 

Senator  Eeed.  Then,  as  a  matter  of  fact,  we  might  as  well  have  tltf 
frank  admission  now  that  when  you  get  a  tariff  on  anything  the 
American  producer  proceeds  to  boost  the  price  according  to  the  tarit 
That  is  the  situation,  is  it  not,  and  j'ou  as  a  purchaser  of  these  raw 
materials  fear  that? 

Mr.  BosBNOABTEN.  Yes,  sir. 

Senator  Beed.  And  therefore  you  want  a  tariff  put  upon  the  tbinr^ 
you  make  out  of  that  raw  material  which  will  enable  you  to  still  buy 
abroad  if  necessary? 

Mr.  RosENGARTEN.  Will  you  kindly  repeat  that?  I  did  not  fol- 
low it. 

Senator  Reed.  I  think  the  question  was  involved.  See  if  I  can 
state  it  in  a  phiiner  way. 

Because  you  know  that  when  a  tariff  was  put  upon  an  artitv 
which  is  domestically  produced,  the  price  of  the  domestic  article  i- 
advanced  approximately  the  amount  of  the  tariff,  you,  as  a  con- 
sumer of  these  raw  material^,  want  a  tariff  put  upon  calomel  an'i 
corrosive  sublimate  and  other  mercurial  preparations  high  enough 
so  that  when  the  domestic  producer  of  quicksilver  has  boosted  hb 
price  on^  account  of  the  tariff  you  can  continue  to  pay  that  price 
and  continue  to  manufacture  your  goods? 

Mr.  RosENOABTEN.  Yes,  sir. 

^nator  Reed.  You  are  asking  a  tariff  of  how  much  on  the  calom^'l 
above  the  30  per  cent? 

Mr.  RosENGARTEN.  Twcuty-five  per  cent  and  32  cents  per  poun^I. 

Senator  Reed.  What  would  that  figure  it  in  percentage  ? 

Mr.  RosENGARTEN.  That  is  90  per  cent  of  36  cents  plus  25  pr 
cent. 

Senator  Reed.  Can  you  give  us  that  in  figures  so  it  can  go  iutf»  tht^ 
record  ? 

Mr.  RosENGARTEN.  The  figure,  of  course,  depends  on  the  value  of 
mercury 

Senator  Reed.  Let  us  take  the  present  value. 

Mr.  RosENGARTEN.  The  present  value  of  mercury  is  about  $4r>  a 
flask,  and  there  are  75  pounds  of  mercury  in  a  flask. 

The  Chairman.  We  have  the  Government  actuary  here  if  vou 
want  any  figures,  Mr.  Reed. 

Mr.  RosENGARTEN  (after  a  calculation).  Sixty  cents  a  pound. 

Senator  Reed.  In  the  manufacture  of  mercury  are  you  governeil 
by  any  higher  principles  than  are  the  men  who  produce  and  sell  io 
you? 

Mr.  RosENGARTEN.  Havc  I  greater  virtue,  you  mean?  I  make  w 
claims  of  that  sort  of  thing. 

Senator  Reed.  You  have  said  that  the  reason  you  want  a  tariff 
upon  what  you  make  out  of  quicksilver  is  because  you  anticipate  that 
the  gentleman  who  gets  a  tariff  upon  quicksilver  will  nii.si*  the  pri«v 
to  you  bv  the  amount  of  the  tariff.     Accordinirlv,  vou  ask  now  U» 
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ive  your  tariff  increased  figured  on  a  present  price  of  60  cents 
pound? 

Air.  KosENQABTEK.  Yes,  sir. 

Senator  Reed.  If  the  other  gentleman  will  raise  his  price  because 
f  the  tariff,  and  if  you  are  on  no  higher  moral  level  than  he  is — 
ad  you  do  not  claim  to  be — ^you  are  going  to  raise  your  price,  too, 
re  YOU  not? 

Afr.  EOSENOARTEN.  Of  couTse. 

Senator  Reed.  You  people  who  are  engaged  in  the  mercurial  and 
uicksilver  business  act  in  accordance  with  the  general  rules  that 
btain  among  all  business  men — ^that  is,  you  would  add  to  your 
lomestic  price  the  amount  of  the  tariff? 
Mr.  RosBNOARTEN.  Yes,  sir. 

Senator  Reed.  So  we  can  quit  talking,  now,  about  the  foreigner 
[j:iying  a  tax  and  admit  that  the  American  people  pay  the  increased 
[»rice  on  the  domestic  product  in  order  to  collect  something  of  the 
goods  that  filter  in  here  despite  the  tariff.    We  can  admit  that? 

Mr.  RosENGARTEN.  Yes,  sir. 

Senator  Reed.  I  thought  so.    Thank  you.    That  is  all. 

Senator  Watson.  How  much  of  the  quicksilver  produced  in  the 
Vuited  States  is  used  in  the  United  States? 

Mr.  Rosengarten.  T  think  all  of  it,  Senator;  practically  all  of  it. 
Of  course  that  is  a  commercial  question,  also. 

Senator  Watson.  Is  there  a  sufficient  supply  of  the  home  product 
to  supply  the  home  demand  ? 

Mr.  KosEXOARTEN.  At  the  present  time  T  rather  doubt  it.    I  think 
tliere  will  be  some  quicksilver  imported ;  I  think  so. 

Senator  Watson.  In  order  to  supply  the  American  demand? 

Mr.  HosENGARTEN.  In  order  to  supply  the  American  demand. 

Senator  Watson.  What  is  the  present  tariff  on  quicksilver? 

Mr.  Bosengarten.  The  present  tariff  on  quicksilver  is   10  per 
cent. 

Senator  Watson.  Are  you  familiar  with  the  prices  paid  for  labor 
in  the  production  of  quicksilver  here  and  in  competing  countries  ? 
ilr.  Bosengarten.  I  am  not ;  I  am  not  a  producer  of  quicksilver. 
Senator  Watson.  Whv  should  there  be  a  tariff  on  quicksilver  at 

alH 

Mr.  Bosengarten.  Of  course,  Senator,  that  is  a  question  that  must 
be  left  to  the  miners  of  quicksilver.  I  have  not  discussed  that 
question. 

Senator  Watson.  You  have  stated  in  general  terms  that  the  tariff 
is  always  added  to  the  price  of  the  article,  and  the  consumer  pays  it. 

Mr.  Bosengarten.  Generally  speaking. 

Senator  Watson.  And  it  continues  that  way  right  along,  does  it  ? 

Mr.  Bosengarten.  Generally  speaking. 

Senator  Watson.  So  that  a Jter  an  industry  shall  have  been  fully 
established  in  the  United  States  competition  among  the  home  pro- 
ducers never  cuts  the  price  down  at  all  ? 

Mr.  Bosengarten.  Oh,  no ;  I  am  not  saying  that.  Of  course,  com- 
petition naturally  does  cut  down  the  price. 

Senator  Watson.  After  the  institution  has  been  established? 

^Ir.  Bosengarten.  Unquestionably. 

Senator  Watson.  Are  you  familiar  with  the  establishment  of  the 
great  industries  in  the  TJnited  States,  the  steel  and  crockery  in- 
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dustries,  for  instance,  going  along  down  the  list,  and  do  you  kD<'« 
whether  or  not  the  tariff  has  always  added  to  the  price  that  ibr 
consumer  pays? 

Mr.  RosENGARTEN.  No;  I  am  not  sufficiently  familiar,  Senator.  1 
was  speaking  specifically  of  this  one  item.  My  answer  to  that.  Sena- 
tor, is  that  the  superimposed  duty  on  mercurial  is  so  small,  com- 
paratively speaking,  with  the  additional  cost  in  this  country,  that  it 
is  necessary,  in  order  to  make  a  profit,  that  one  should  take  a»l 
vantage  of  the  duty  and  bring  the  price  up. 

Senator  Watson.  So  far  as  you  are  concerned,  there  need  be  r«. 
tariff  on  quicksilver? 

Mr.  EosENoARTEN.  As  far  as  I  am  concerned ;  no. 

Senator  Watson.  But  in  as  much  as  there  is  a  tariff  imposed,  th*-:. 
you  want  a  greater  differential  ? 

Mr.  RosENbARTEN.  Yes,  sir;  in  order  to  maintain  the  industr}*  it 
this  country. 

Senator  Watson.  Why  do  you  fix  on  this  particular  differentii! 
that  you  are  asking  for? 

Mr.  Rosenqarten.  I  state  in  my  brief  that  the  principal  mercuria 
preparations  contain  on  an  average  of  90  per  cent  of  quicksilver,  ar. : 
therefore  I  have  taken  90  per  cent  of  35  cents  plus  a  duty  of  25  \^r 
cent. 

Senator  Watson.  How  much  calomel  is  imported  from  abroad? 

Mr.  Rosengartbn.  That  depends  on  commercial  conditions.  Then- 
have  been  large  quantities  of  all  these  materials  just  before  the  war. 

Senator  Watson.  And  corrosive  sublimate  ? 

Mr.  Rosenqarten.  Yes,  sir. 

Senator  Watson.  Where  do  they  come  from  ? 

Mr.  Rosenqarten.  They  are  made  in  England,  made  in  Fran«> 
made  in  Italy,  and  also  in  Germany. 

Senator  Watson.  You  know  the  difference  in  wages  paid  in  your 
factories  and  the  wages  paid  in  factories  in  competing  countries  i 

Mr.  Rosenqarten.  I  have  a  general  knowledge  of  the  fact,  sir. 

Senator  Watson.  Just  general  knowledge^ 

Mr.  Rosenqarten.  Yes,  sir. 

Senator  Watson.  If  you  do  not  know  the  difference  in  the  oo>t  »•:' 
production  at  home  and  abroad,  how  did  you  arrive  at  this  particiiUr 
differential  ? 

Mr.  Rosenqarten.  Of  25  per  cent  ? 

Senator  Watson.  Yes. 

Mr.  Rosenqarten.  Because  over  a  period  of  years  I  feel  that  tha' 
will  just  about  cover  the  difference  in  labor  between  this  country  aii*! 
Europe. 

Senator  AVatsox.  Then  does  this  diffei-ential  vou  ask  relate  whollv 

»  • 

to  labor  and  the  wages  paid  labor  < 

Mr.  Rosenqarten.  To  a  large  extent,  yes. 

Senator  Watson.  To  what  extent  ? 

Mr.  Rosenqarten.  I  should  judge,  the  full  25  per  cent. 

Senator  Watson.  Practically  the  whole  thing? 

ilr.  Rosenqarten.  Yes,  sir:  I  think  so. 

Senator  Watson.  So  that  the  differential  that  you  are  asking  herr 
relates  wholly  to  the  difference  in  wages  paid  here  and  in  competins: 
factories  abrc^ad? 

Mr.  Rosenqarten.  Yes,  sir. 
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Senator  Reed.  Mr.  Rosengarten,  how  many  men  are  employed  in 
our  factory? 

Mr.  RosENGABTEN.  We  are  employing  at  the  present  time  about 
ixty-seven  hundred  men. 

Senator  Reed.  You  produce  a  very  large  production  from  your 
slants,  if  you  have  more  than  one  plant? 
Mr.  RosENGARTEN.  We  have  virtually  one  plant.    It  is  divided. 
Senator  Calder.  Where  is  your  plant  located  ? 
Mr.  Rosenoarten.  In  Philadelphia. 

Senator  Reed.  Can  you  tell  me  your  gross  annual  production? 
Mr.  RoSENGARTEN.  Our  normal  production  in  dollars  and  cents, 
do  you  mean,  Senator? 
Senator  Reed.  Yes.    Let  us  take  1920. 

Mr.  RofflENGARTEN*.  I  cau  tell  you.  Senator;  but  wc  are  a  private 
company. 

Senator  Reed.  But  you  are  here  on  public  business,  asking  aid  for 
your  private  company. 
Mr.  Rosengarten.  Yes,  sir. 
Senator  Reed.  Then  you  must  be  frank. 

Mr.  Rosengarten.  I  should  be  very  glad  to  give  you  all  these 
rletails,  personally,  but  I  do  not  really  feel  justified  in  making  them 
public  here,  when  my  competitors  are  sitting  about.  They  know 
nothing  about  my  business. 

Senator  Reed.  But  you  are  here  on  public  business.     You  are 
asking  protection. 
Mr.  Rosengarten.  Yes,  sir. 

Senator  Reed.  We  would  like  to  know  what  we  are  going  to 
protect. 
Mr.  Rosengarten.  Protecting  the  industry  generally. 
Senator  Reed.  Yes;  but  we  have  got  to  know  about  the  industry, 
and.  therefore,  I  ask  you  how  much  you  produced  last  year.  You 
have  been  giving  us  a  rough  guess  at  wages,  and  the  difference  be- 
tween here  and  Europe,  and  I  want  to  find  out  what  your  produc- 
tion is,  I  am  going  to  be  frank  with  you.  Then,  I  want  to  find  out 
what  your  pay  roll  i^,  I  want  to  find  out  the  percentage  of  wages 
that  goes  into  this  production,  because  you  are  not  asking  a  tariff 
upon  wages ;  you  are  asking  a  tariff  upon  production. 

Mr.  Rosengarten.  I  estimate  at  the  present  time,  at  least,  26  per 
cent  of  our  wages  go  into  production. 

Senator  Reed.  Twenty-five  per  cent  of  wages  goes  into  produc- 
tion, but  you  are  not  willing  to  give  me  that  production  and  give  me 
your  pav'  roll. 

Mr.  Rosengarten.  I  am  willing  to  give  you  them  personally,  or 
privately,  with  pleasure. 

J^enator  Reed.  The  trouble  is  that  this  is  public  business.  I  could 
not  make  use  of  it  if  you  gave  it  to  me  privately. 

Senator  Watson.  Do  you  know  whether  there  is  a  difference  be- 
tween your  pay  roll  and  the  pay  roll  of  your  competitx)rs  ? 
Mr.  lU^ENQARTEN.  No,  sir ;  t  do  not. 

Senator  Watson.  You  do  not  know  whether  thev  pav  more  or 
less? 

Mr.  S06ENOARTEN.  No,  sir ;  I  do  not  know. 
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Senator  Reed,  But  26  per  cent  of  your  production — ^I  will  procf^j 
on  that  for  a  moment,  although  I  am  not  abandoning  the  other 
quest — is  wages;  and  there  is  a  difference  of  25  per  cent  bet^tr^ 
the  wages  here  and  the  wages  abroad,  in  your  judgment  ? 

Mr.  BosENOAirrEN.  I  think  there  is  a  great  deal  larger  diffei 
than  that. 

Senator  Beed.  Did  you  not  sav  a  little  while  ago 

Mr.  BosENGAKTEN.  That  would  be  figured  back  into  dollais  iM 
cents. 

Senator  Reed.  Well,  figure  it  back  into  dollars  and  cents.  Let  ut* 
state  it  again.  You  say  that  all  your  total  production  costs  repnr* 
senf,  in  your  judgment,  25  per  cent  labor.  You  have  also  said  tlat 
there  is  a  difference  between  American  labor  and  European  labor  •>: 
25  per  cent 

Mr.  BosEKGARTEN.  No,  sir;  I  have  not  said  that.  I  beg  your  jiar- 
don.  You  must  have  misunderstood  me.  You  go  right  down  to  ba^.• 
facts  and  the  wage  that  is  being  paid,  we  will  say,  in  this  oouDtn« 
is  approximately  equal  to  $3.50  to  $4  a  day,  and  in  Europe  there  hl^ 
been  published  by  the  Tariff  Commission  Waces  in  Industry — ^I  thit« 
that  was  the  title  of  it — which  shows  the  di&rence  in  wages  paid  c 
the  different  countries.    I  have  not  that  data  at  my  fingers^  ends. 

Senator  Beed.  You  certainly  did  state  that,  or  else  my  recoUectioir 
has  gone  wide.  You  stated  the  difference  between  the  labor  cost  berr 
and  the  labor  cost  abroad  as  25  per  cent. 

Mr.  BosENGABTEN.  If  I  did  state  it  in  that  way  it  was  a  misstau 
ment. 

Senator  Beed.  Do  you  know  what  the  difference  is? 

Mr.  BosENGABTEN.  I  Can  not  answer  that  question  without  refer- 
ring to  the  table. 

Senator  Beed.  If  you  are  asking  a  protective  tariff  here  to  repnr- 
sent  the  difference  between  wages  abroad  and  wa^  in  this  countij 
you  certainly  can  not  tell  us  how  much  that  tariff  should  be  until 
you  can  tell  us  what  the  difference  is,  can  you  I 

Mr.  BosENGABTEN.  I  Can  only  perhaps  put  that  on  this  groonti 
that  by  past  experience  and  the  price  at  which  the  foreigners  tn 
willing  to  sell  this  article  in  this  country  to  compete  with  them,  in 
order  to  maintain  its  production,  we  are  asking  for  a  25  per  cent 
tariff. 

Senator  Beed.  But  that  does  not  answer  it  at  all.  That  takes  ic 
the  question  of  investment,  of  interests,  of  salaries,  of  machinery,  tn«i 
all  those  other  elements  that  enter  into  cost.  I  am  trying  to  get  th<- 
difference  in  wa^es,  because  the  only  argument  you  gentlemen  cotnt 
here  with,  practically,  is  wages,  and  j'et  none  of  you  think  it  is  fair 
to  tell  us  the  difference  in  wages.  If  the  difference  in  wages  between 
this  country  and  Europe  is  25  per  cent  and  the  entire  cost  of  laN^r 
going  into  an  American  article  is  25  per  cent,  and  you  need  a  tariff 
of  25  per  cent  upon  the  entire  article,  three-fourtns  of  that  tariff 
must  inure  to  the  benefit  of  the  factory,  and  then  25  per  cent  of 
wages,  one-fourth  of  the  production  cost,  will  balance  against  the 
European  cost  and  enable  you  to  take  care  of  the  difference  between 
European  labor  and  American  labor.  Then  vou  take  off  one-fourth 
of  the  25  per  cent  levied  on  the  whole  article  here,  and  you  wouM 
have  an  8  per  cent  tariff,  which  would  compensate  you  for  the  dif- 
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erence  in  wapes,  if  I  fioryre  it  right  in  my  head  as  I  go  along,  and 

et  you  are  asking  for  25  per  cent 

A  Voice.  Six  and  &  quarter. 

Senator  Reed.  Six  and  a  quarter ;  yes.  I  wish  you  would  find  out 
'or  us  what  you  are  willing  to  testify  is  the  labor  cost  on  these 
irticles  that  you  produce,  in  Europe,  and  your  own  labor  cost ;  and 
hen  I  wish  you  would  consider  the  question  of  whether  you  are 
roine:  to  tell  us  what  wages  you  pay  your  men,  and  incidentally,  tell 
us  what  the  profits  of  your  corporation  were  in  1919  and  1920,  its 
:*apital  stock,  its  surplus  camea  over,  and  how  much  excess  profits 
tax  you  paid  in  1919  and  1920;  whether  you  hare  reduced  wages 
any ;  give  us  the  salary  list  of  your  officers,  and  then  we  can  ^11 
something  about  your  business.  I  do  not  want  to  levy  a  tax  on  every 
man  that  takes  physic,  unless  it  is  necessary. 

Mr.  Chairman.  I  suppose  we  are  going  to  the  Senate  now? 

The  Chairman.  Under  the  program  agreed  on  by  the  committee, 
the  committee  will  take  a  recess  until  half-past  2  o^clock  this  after- 
noon, when  these  hearings  on  the  chemical  matter  will  be  continued 
to-day  and  to-morrow.  The  committee  will  take  a  recess  and  the 
witnesses  are  exaised  until  half-past  2  o'clock  this  afternoon. 

(Whereupon,  at  12.05  o'clock  p.  m.,  the  committee  took  a  recess 
until  2.30  o'clock  p.  m.) 

AFTER  RECESS. 

The  hearing  was  resumed  at  the  expiration  of  the  recess  at  2.30 
o'clock  p.  m. 

Senator  McCumber.  Mr.  Rosengarten,  will  you  proceed  with  your 
testimony,  please? 

STATEMEirr  OF  ME.  A.  0.  BOSENGAETEN,  APPEABINa  FOE 
FOWESS-WEIOHTHAN-EOSEirOAETEN  CO.,  OF  PHILADELPHIA, 
AHD  CHABLES  PFIZEE  &  CO.,  OF  HEW  YOEK— Eesumed. 

Mr.  SosENOARTEN.  I  desire  to  speak  now  with  reference  to  para- 
ffpaph  46,  page  16,  of  House  bill  7456,  on  the  subject  of  citrate  of 
lime. 

We  respectfully]  enter  our  protest  against  the  duty  of  7  cents  per 
pound  placed  on  citrate  of  lime  in  House  bill  7456.  This  is  the  crude 
material  for  the  manufacture  of  citric  acid,  on  which  the  duty  is 
placed  at  12  cents  |>er  pound,  paragraph  1,  page  2. 

Should  these  duties  become  effective  the  eastern  manufacturers  of 
citric  acid  will  be  compelled  to  close  their  works  and  stop  manufac- 
tiiring.  The  crude  material  for  the  production  of  citric  acid  i& 
citrate  of  lime,  and,  as  approximately  2  pounds  of  citrate  of  lime  are 
required  to  produce  1  pound  of  citric  acid,  it  will  be  seen  that  a  duty 
of  7  cents  per  pound  on  the  same  is  equal  to  14  cents  per  pound  on 
the  citric  acid  contained,  and  the  12  cents  per  pound  duty  on  citric 
«cid,  the  finished  product,  is  therefore  lower  than  the  duty  on  the 
crude  material. 

The  eastern  manufacturers  of  citric  acid  draw  practically  all  of 
their  requirements  of  citrate  lime  from  Sicily,  but  should  a  duty  of 
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7  cents  per  pound  be  placed  on  this  product  the  result  will  be  thit 
the  importation  of  citrate  lime  must  of  necessity  stop,  thereby  for: 
ing  the  eastern  manufacturers  of  citric  acid  to  close  their  works. 

In  view  of  the  fact  that  the  California  makers  of  citric  acid  ar? 
at  present  only  able  to  supply  a  small  portion  of  the  total  ^equiI^ 
ments  of  the  United  States,  and  do  not  expect  for  possibly  five  yean 
to  reach  a  point  where  they  could  even  provide  half  the  consumptit>ii 
the  situation  resolves  itself  into  the  ract  that  a  large  part  of  tl« 
production  heretofore  made  in  the  United  States  by  American  mhm 
f acturers  will  be  surrendered  to  foreign  producers,  and  that  lir 
industry  which  has  been  conducted  for  the  past  50  years  in  the  Etil 
will  be  extinguished. 

Although  we  fully  realize  and  believe  that  the  California  producers 
are  entitled  to  reasonable  and  proper  protection,  still  it  seems  hanllj 
justifiable  that  they  are  entitled  to  all  of  the  earth  and  part  «•( 
Heaven. 

We  respectfully  submit  that  in  order  to  provide  adequate  pr>- 
tection,  with  the  ^uty  on  citric  acid  at  12  cents  per  pounds  a  duty  <f 
not  more  than  2  cents  per  pound  be  imposed  on  citrate  lime. 

That  finishes  my  testimony,  with  the  exception  that  I  have  befop* 
me  a  publication  issued  by  the  National  Association  of  Manufi* 
turers,  which  states  in  terms  of  dollars  the  wages  in  the  chemici! 
industry,  both  for  process  men  and  common  laborers,  in  the  Unitri 
States,  Germany,  Japan,  England,  Belgium,  and  Italy,  which  I 
should  like  to  read,  with  vour  permission. 

Senator  McCumber.  We  shall  be  very  glad  to  have  you  insert  that 
in  the  record. 

(The  matter  referred  to  is  as  follows :) 


tiidUAtry  and  occupation. 


Process  men 

Chemicals:  Common  labor — 
Pottery  and  chinaware:  Pot- 
ters and  kiln  placers 

Glass:  Skilled  workers 


United 
States. 


131.03 
18.15 

3a  94 
25. 81 -M.  83 


Ger- 
many. 


18.U 

5.52 

6.60 
6.24  ' 


Japan. 


England.      Balgiain.     Ital} 


4.50 

6.00 
g.60-l.\6S 


tULTI 
13.32 

15.59 
2l.4S-37.aO 


3.31 


I- 


13.00 


Senator  Reed.  Will  you  let  me  see  that  table,  please  ? 

Mr,  RosExoARTEX.  1  es,  sir. 

Senator  Reed.  AVhat  is  this  you  have  been  readin^r  from  i 

Mr.  RosENo.vitTEN.  It  is  a  circular  issued  by  the  National  Assixia 
tion  of  Manufacturers, 

Senator  Reed.  Yes :  but  who  gets  it  out  i 

Mr.  RosKXGARTEN.  I  do  uot  know.  Senator  Reetl, 

Senator  Reed.  Do  you  know  the  source  of  information  { 

Mr.  R<>8exgartex.  No,  sir. 

Senator  Reed.  Well,  if  you  do  not  know  who  ^ets  it  out.  I  supp*'-*' 
you  do  not  know  the  source  of  information, 

Mr.  RosEXOARTEX.  No,  sir. 

Senator  Refj).  It  is  a  propa<randa  sheet  ^rotten  out  by  d»e  ANSxi**^ 
tion  of  Manufacturers  for  the  puqKise  of  Iniostinp  the  tariff,  is  it  c<<' 

Mr.  RiKSEXGARTEX'.  I  do  not  know. 

Senator  Reed.  Who  ^ve  it  to  nmi 
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Mr.  BosENOAsiEN.  It  was  given  to  me  by  Mr.  Black,  of  New  York. 
Senator  Reed.  When? 

^Ir.  RosENGABTEN.  After  the  hearing  this  morning. 
Senator  Reed.  Is  that  all  you  know  about  it? 
!^I^.  RosENGABTEK.  Yes,  sir. 

Senator  Reed.  Who  is  the  secretary  of  the  National  Association? 
Mr.  RosENGABTEN.  I  do  not  know. 

Senator  Reed.  Is  this  the  same  institution  that  we  investigated  in 
he  lobby  hearings  about  7  or  8  years  ago? 
!Mr.  RbsEXGABTEX.  I  do  not  know,  Senator, 

Senator  Reed.  And  thereupon  they  moved  their  headquarters  out 
>i  Washington? 
Mr.  RosENGABTEN.  I  do  uot  kuow. 

Senator  Reed.  You  do  not  know  whether  the  same  man  is  running 
t  who  was  running  it  then  ? 
Mr.  Rosengabten.  No,  sir;  I  do  not. 
Senator  Reed.  What  do  you  call  process  men  ? 
Mr.  RosENGABTEN.  A  process  man  is  a  man  who  is  an  expert  and 
who  has  been  trained  to  run  a  chemical  process,  as  distinguished 
from  a  common  laborer. 

Senator  Reed.  Do  you  know  what  the  conunon  labor  is  in  the  chemi-'. 
cal  industry  in  this  country? 
Mr.  RosENGARTEN.  It  is  mentioned  in  that. 
Senator  Reed.  Oh,  yes ;  it  is  mentioned  here. 

Mr.  RoSENGABTEN.    X  CS. 

Senator  Reed.  That  is  all  you  know  about  it,  is  it? 

Mr.  RosENGARTEK.  Yes,  sir. 

Senator  Reed.  Do  you  know  what  money  they  figured  this  in? 
Do  you  know  what  is  the  basis  of  the  figures  ?  It  is  figured  in  dollars, 
I  see,  but  what  is  the  basis  ? 

Mr.  RosENGABTEX.  No,  sir ;  I  do  not  know. 

Senator  Reed.  Is  England  able  to  make  chemicals  and  sell  them 
in  this  country ;  that  is,  Great  Britain  ? 

Mr.  BosEKGABTEN.  I  have  not  that  data  at  ray  command.  Senator 
Seed. 

Senator  Reed.  You  can  not  have  been  suffering  very  much  from 
importations  if  you  do  not  know  whether  Great  Britain  is  an  im- 
porter competing  with  you.    You  say  you  do  not  know  about  that  ? 

Mr.  RosENGABTEN.  No,  sir. 

Senator  Reed.  The  fact  about  the  matter  is — ^and  I  do  not  say  this 
in  an  ofTensive  sense — ^that  you  do  not  know  much  about  the  question 
at  all.  This  morning  you  told  me  with  reference  to  a  certain  cnemical 
that  only  a  small  portion  comes  in  this  country.  I  looked  up  the 
figures  and  found  that  nearly  as  much  comes  into  this  country  as  we 
produce  here. 

The  reason  I  asked  about  Great  Britain  is  this :  I  wanted  to  know 
if  Great  Britain,  paying  these  higher  wages,  still  manufactures 
chemicals  and  ships  them  to  the  United  States. 

Mr.  Rosengabten.  I  think  that  the  question  can  best  be  answered 
by  stating  that  in  certain  instances  where  England  is  favorably 
situated  it  is  able  to  ship  to  the  United  States  certain  chemicals. 

Senator  Reed.  But  you  said  a  minute  ago  you  did  not  know  whether 
they  shipped  fit  all.    You  are  just  speculating,  are  you  not,  or  do  you 
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have  some  knowledge  about  it?  I  really  mean  to  be  entirely  polin 
and  courteous,  but  what  the  committee  wants  to  get  at  is  the  rMlj 
facts. 

Mr.  EosENGARTEN.  I  have  not  got  those  facts. 

Senator  Keed.  Did  you  bring  me  the  figures  in  regard  to  the  c^pk- 
tal  stock  of  your  corporation? 

Mr.  Rosengarten.^o,  sir. 

Senator  Seed.  Do  you  know  what  it  is? 

Mr.  SosEXQARTEN.  Yes,  sir. 

Senator  Reed.  How  much  is  it? 

Mr.  ItosENGABTEN.  I  most  respectfully  decline  to  answer. 

Senator  Reed.  It  is  a  matter  of  public  record,  is  it  not? 

Mr.  RosENGARTEN.  No,  sir;  it  is  not 

Senator  Reed.  You  came  to  this  committee  and  asked  to  have  your 
business  protected  and  yet  you  decline  to  tell  the  committee  even  the 
amount  of  your  capital  stock. 

Mr.  RosENGARTEN.  Yes,  sir. 

Senator  Reed.  Will  you  tell  me  what  the  gross  profits  of  your 
corporation  were  last  year? 

Mr.  RosENGARTEN.  I  must  respectfully  decline  to  answer  thit 
question. 

Senator  Reed.  Will  you  tell  me  what  the  net  profits  were  ? 

Mr.  RosENGARTEN.  I  must  decline  to  answer  that  also. 

Senator  Reed.  Will  you  tell  me  who  the  vice  president,  the  secre- 
tary, and  the  treasurer  are? 

Mr.  RosENGARTEN.  I  must  decline  to  answer  that  question  also. 

Senator  Reed.  Will  you  tell  me  whether  you  paid  any  excess-profits 
tax  last  year? 

Mr.  RosENGARTEN.  I  must  decline  to  answer  that  question. 

Senator  Reed.  WiU  vou  tell  me  the  amount  earned  to  tout  sar- 
plus? 

Mr.  RosENGARTEN.  I  beg  to  be  excused  from  answering  that. 

Mr.  Reed.  Mr.  Chairman,  I  insist  that  any  witness  who  takes  the 
stand  and  makes  that  sort  of  answers  ought  to  have  his  petition 
denied  and  his  testimony  entirely  stricken  from  the  record,  because 
he  takes  the  stand  to  teU  what  fie  wants  to  tell  and  then  refuses  to 
disclose  the  other  side  of  the  question.  I  make  that  as  a  soggestion 
at  this  time,  but  I  shall  have  something  to  say  about  it  later. 

Senator  McCumber.  I  believe  that  the  chairman  arranged  with 
Mr.  Frank  Eadde,  who  desires  to  file  a  brief  with  a  short  exdama- 
tion«  that  he  diould  come  next. 
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Mr.  SIiDDB.  I  should  like  to  read  paragraph  75  of  House  bill  7456. 

This  pai^tgraph  increases  this  present  duty  of  one-half  cent  a 
pound  to  1  cent  a  pound,  and  also  for  five  years  adds  15  per  cent 
ad  valorem. 

Before  goinsr  into  the  matter  of  this  duty,  with  which  we  do  not 
agree«  I  should  like  to  devote  one  paragraph  tQ  a  description  of  who 

we  are. 

The  companies  I  am  here  to  represent,  the  Bendrock  Powder  Co. 
and  the  Monmouth  Chemical  Co.,  have  bought  and  ftiannfactunHl 
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18  commodity  since  1875,  when  the  Kendrock  Powder  Co.  was 
rmed  in  Paterson,  N.  J.,  by  the  inventors,  Jasper  and  Addison 
ind,  also  founders  of  the  pneumatic  tool  manufactures  and  the 
igersoll-Rand  Co.  In  1885  the  company  with  their  chlorate  ex- 
odve,  called  "  Rack-a-Rock,"  successfully  blew  out  Hell  Gate 
lannel  in  New  York,  an  historic  event.  About  10  years  ago  we 
irted  to  manufacture  chlorate  ourselves,  there  being  then  as  now 
ily  a  single  group  manufacturing  chlorate  in  the  United  States, 
he  chlorate  manufacturing  side  of  our  business  we  incorporated 
ftder  the  name  of  the  Monmouth  Chemical  Co.  We  have  the  writ- 
sn  statement  of  the  Frankford  Arsenal  that  we  alone  during  the 
*r  produced  and  were  willing  to  produce  for  them  absolutely  pure 
ilorate,  as  per  the  arsenal  specification  adopted  after  the  congres- 
iooal  investigation  at  the  beginning  of  the  war  into  faulty  ammuni- 
ion.  Such  a  pure  chlorate,  although  specified  for  ammunition 
irimers  in  both  England  and  Germany,  was  not  being  produced  here, 
^though  the  Monmouth  Chemical  Co.  lost  upward  of  $20,000  on  this 
)roduction,  we  continued  to  deliver  throughout  the  war  and  have 
n  our  files  evidence  of  the  gratitude  of  the  Government  representa- 
tives at  the  arsenal.  Both  the  Rendrock  and  Monmouth  companies 
ire  entirely  owned  by  Americans,  bom  in  and  residents  of  New 
Jersey. 

Senator  Reed.  Just  a  moment.    What  did  you  say  the  name  of 
the  company  is? 

Mr.  KiDDE.  The  Rendrock  Powder  Co.  and  the  Monmouth  Chemi- 
cal Co. 

I  explained  at  the  beginning  that  I  was  trying  to  describe  who 
we  were  before  I  dealt  with  the  subject  matter. 

Senator  Reed.  That  is  all  right.  1  simply  wanted  to  get  the  names 
of  those  companies. 

Mr.  KiDDE.  We  protest  an  increase  in  duties  over  the  present  tariff, 
both  as  manufacturers  and  consumers  and  particularly  to  an  ad- 
valorem  tariff  on  an  American  valuation  basis.  Such  a  valuation 
would  be  based  on  a  market  value  established  by  the  single  manu- 
facturing group,  practically  controlling  the  industry  here  and  might 
easily  become  a  practical  embargo  of  imports  in  their  interest.  That 
this  interest  does  not  necessarily  coincide  with  the  American  na- 
tional interest  may  be  seen : 

From  the  fact  that  for  about  10  years  prior  to  the  war  these  so- 
billed  American  manufacturers  arranged  an  agreement  by  which 
all  foreitrn  manufacturers  refused  to  ship  chlorate  of  potash  to  the 
Tnited  States.  Whatever  was  imported  in  this  period  was  brought 
in  by  themselves  from  their  affiliated  companies  in  England,  giving 
them  an  aboslute  monopoly  of  the  commodity  in  this  market  with 
all  the  implication  a  control  of  so  important  a  chemical  implies.  I 
have  with  me  indisputable  proof  of  this  agreement. 

Second,  that  this  agreement  shutting  out  imports  was  not  meant  to 
foster  an  American  industry  is  proven  by  the  fact  that  there  were  no 
wports  from  the  United  States  and  it  is  generally  believed  and  under- 
stood that  the  American  interests  agreed  to  this  plan  of  no  exports  in 
return  for  having  the  American  market  delivered  to  them.  It  was 
f^nly  after  the  European  war  when  the  English  plants  could  not  sup- 
ply the  world  export  trade  that  they  allowed  the  American  plants  to 
export. 
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Third,  in  this  manufacturing  group  controlling  the  chlorate  markrt 
here  the  principal  factory  is  entirely  owned  by  the  United  Alkali  O-- 
of  Liverpool,  a  $50,000,000  English  chemical  combination. 

We  stand  outside  this  conu>ination  and  view  the  matter  of  tbf 
tariff  on  this  commodity,  we  believe,  entirely  from  the  standpoint  •  f 
the  American  interest.  If  imports,  at  the  present  low  exchange  m- 
terfere  with  domestic  manufacture,  we  view  the  interference  as  tem- 
porary and  as  a  salutary  check  on  an  international  monopoly  whi-^j 
for  20  years  has  dominated  the  match  and  all  other  industries  tt^ini: 
chlorate.  The  now  so  familiar  bugaboo  of  German  imports*  can  n-*: 
be  so  overpowering  when  these  are  now  being  sold  here  only  at  ilr* 
prewar  price  of  the  commodity,  viz,  7  to  8  cents  per  pound.  *This  iv 
of  course,  a  great  reduction  from  the  price  of  70  to  75  cents  obtain^i 
during  the  war,  but  is  the  price  the  American  monopoly  group  theiE- 
selves  made  before  the  war  and  is  not  disastrous.  Nor,  we  rej^eat. 
necessarily  permanent. 

Temporary  imports  and  the  general  alarm  incident  to  the  present 
depression  should  not  be  allowed  to  serve  as  a  pretext,  by  imp<»rt 
taxes,  for  the  renewal  and  reinforcement  of  the  market  control  lier- 
of  chlorate  on  the  part,  principally,  of  producers  themselves,  forei:ir. 
owned,  employing  very  little  labor  and  using  raw  materials  D"*. 
native  to  our  country.  From  a  revenue  standpoint  the  duty  fn^c: 
this  commodity  is  negligible,  and  the  controlling  consideratiot. 
therefore,  to  my  associates  and  myself  seem  to  be  a  treatment  whi^h 
is  just,  alike  to  the  many  American  consumers  as  to  the  man u fat- 
turers. 

We  believe  the  present  rate  of  one-half  cent  per  pound  or  at  roost 
a  specific  rate  of  1  cent  per  pound  without  ad  valorem  duties  to  be 
a  just  decision  for  your  honorable  committee  to  make. 

Senator  McCumber.  Are  you  an  importer? 

Mr.  KiDDE.  We  have  been.  As  the  Rendrock  Powder  Co.  we  hav^ 
imported  chlorate.  We  have  bought  it  from  domestic  interests,  tnd 
we  have  finally,  during  the  last  10  years,  manufactured  it. 

Senator  McCumber.  Do  you  manufacture  it  now? 

Mr.  KiDDB.  We  have  been  manufacturing  for  the  last  seven  year*. 

Senator  McCumber.  You  are  also  importing  it? 

Mr.  Kn>DE.  Yes. 

Senator  McCumber,  What  is  the  proportion  between  what  t«o 
manufacture  and  what  you  import? 

Mr.  Kidde.  The  proportion  is  naturally,  for  the  present  time^  ris- 
ing. Imports  are  only  beginning,  so  that  I  should  say  our  per- 
centage of  manufactured  product  is  easily  three-fourths  of  the  total, 
and  probably  more. 

Senator  McCumber.  Do  you  think  that  will  continue? 

Mr.  Kidde.  I  believe  that  the  imports  from  Germany  are  onlv 
temporary  in  nature  and  that  manufacture  can  be  resumed  in  our 
commodity  before  long. 

Senator  McCumber.  What  is  the  German  price  of  that  commo<lity 
per  unit? 

Mr.  Kidde.  It  is  selling  in  this  market 

Senator  McCumber  (interposing).  No;  I  mean  the  German  prii'^: 
what  does  it  sell  for  in  Germany  ? 

Mr.  Kidde.  It  figures  here  at  about  7  cents  a  pound. 

Senator  McCumber.  That  is,  delivered? 
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Mr.  Ki0DE.  Yes,  sir. 

Senator  McCumbes.  Do  you  know  the  German  price  at  present? 
^Ir.  EIiDDE.  It  is  675  marks  per  100  kilos. 
Senator  McCumber.  What  is  it  reduced  to? 
Mr.  KmoE.  I  gave  that,  Senator. 

Senator  McCumber.  Not  in  the  United  States,  but  in  Germany? 
Mr.  KiDDE.  The  cost  of  the  import  duty  would  make  that  about  I^ 
«nts  a  pound. 
Senator  McCumber.  What  can  you  make  it  for? 
Mr.  KiDDE.  We  can  not  make  it  for  that  at  the  present  time. 
Senator  McLean.  Would  you  anticipate  increasing  importation? 
Mr.  KiDDE.  To  a  certain  extent,  yes ;  but  we  think  the  exchan^  is 
going  to  go  against  them  and  they  will  not  be  able  to  deUver 
against  this  market. 
Senator  McCumber.  What  is  the  American  price? 
Mr.  KiDDE.  It  was  pushed  up  during  the  war  by  the  English  con- 
cern to  75  cents  a  pound. 
Senator  McCumber.  What  is  the  price? 

Mr.  EliDDE.  They  are  Quoting  12  cents,  but  it  is  actually  selling  at  8. 
Senator  McCumber.  The  American  product  is  sold  at  £  ? 
Mr.  KiDDB.  It  is  hard  to  get  information  on  that  point. 
Senator  McCumber.  You  are  a  consumer  and  producer,  are  you 
not? 
Mr.  Kn>DE.  Yes.    That  is  my  information  and  belief. 
Senator  McCumber.  That  is,  about  8  cents  a  pound  ? 
Mr.  KiDDE.  Yes. 

Senator  McCumber.  And  the  present  German  price  is  what  ? 
Mr.  KiDDE.  It  is  about  the  same.    It  is  being  sold  in  this  market  at 
about  the  same  figure. 

Senator  McCumber.  But  you  do  not  know  what  it  is  sold  for  in 
Germany? 
Mr.  KnH)E.  It  would  be  1^  cents  to  2  cents  per  pound  under  that. 
Senator  McCumber.  Then  there  is  a  spread  of  about  IJ  cents? 
Mr.  KrooB.  One  and  one-half  cents  is  a  rather  loose  way  of  figuring 
it,  with  the  exchange  fluctuating  all  the  time. 

Senator  La  Foi-lette.  Do  you  mean  a  cent  and  a  half  below  the 
price  at  which  it  is  laid  down  here  ? 
Mr.  KiDDE.  Yes. 

Senator  La  Follbtte.  That  would  be  6J  that  it  sells  for  here? 
Mr.  SoDDE.  Yes. 

Senator  McCumber.  I  do  not  understand  it  that  way.    I  asked  you 
the  price  in  Germany.    You  now  think  it  is  about  6J  cents  ? 
Mr.  KiDDE.  That  is  nay  information. 

Senator  McCumber;  That  is,  it  costs  about  1^  cents  for  duty? 
Mr.  KmoE.  Yes. 

Senator  McLean.  What  do  you  pay  for  current  importations  ? 
Mr.  Kn)Di!.  About  that  figure. 
Senator  McCumber.  About  8  cents  ? 
Mr.  KmoE.  No,  sir ;  7.5  cents. 

Senator  McCumber.  You  are  buying  at  a  price  somewhat  below 
the  American  products  price? 
Mr.  Kn>DB.  Yes,  sir. 
Senator  McLean.  How  many  people  do  you  employ? 
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Mr.  KiDDE.  When  we  were  going  at  full  force  we  were  prodiKitt 
10  per  cent  of  the  domestic  product.  I  should  say  at  this  point  it 
an  electrolytic  process  that  requires  no  labor.  It  is  a  matter  * 
power  entirely.  For  the  production  of  10  per  cent  we  required  aU»s: 
40  people,  fairly  high-priced  people,  but  with  no  special  skill. 

Senator  McCumber.  Your  judgment  is  that  1  cent  a  pound  -.* 
half  a  cent  a  pound  would  be  sufficient? 

Mr.  KiDDE.  I  think  so,  sir,  because  of  the  fact  that  it  is  reallr  a 
raw  material  that  enters  into  an  important  consuming  industry,  ^^-^ 
besides  that  the  manufacturing  group  is  not  a  pure  American  gn>tij 

Senator  McCumber.  The  real  point  I  want  to  get  at  is  this :  I>  :• 
your  opinion  that  the  cost  of  production  in  the  European  countrir- 
IS  only  about  a  half  cent  per  pound  less  than  the  cost  of  products  >:■ 
in  the  United  States? 

Mr.  KiDDE.  Well,  I  should  say  in  that  neighborhood;  that  > 
about  a  cent  a  pound  at  the  present  time,  but  you  must  rememlt' 
that  the  matter  of  exchange  is  a  vital  point  at  the  present  time.  an-, 
that  has  been  fluctuating  dav  bv  day,  as  vou  know. 

Senator  McCumber.  I  appreciate  that. 

Mr.  KiDDE.  You  understand,  of  course,  that  there  may  be  chanc** 
in  Diices  amounting  to  10  per  cent  in  a  week's  time. 

senator  McCumber.  I  am  speaking  entirely  of  the  American  valu:: 
tion. 

Senator  Reed.  You  mean  to  include  in  your  statement  also  the  <vk 
of  shipment? 

Mr.  KiDDE.  Yes,  sir;  that  is  what  I  indicated. 

Senator  Reed.  Your  last  statement  did  not  indicate  it;  perha]<: 
the  first  one  did. 

Mr.  EoDDE.  I  had  it  before. 

Senator  McLean.  Is  the  process  of  manufacture  difficult? 

Mr.  KiDDE.  It  is  very  diflicult  It  is  an  electrolytic  process,  whi^  I 
costs  a  great  deal  of  monev  to  learn. 

The  Monmouth  Cliemical  Co.,  outside  of  tiie  Rendrock  Powder  Co., 
has  expended,  in  learning  to  make  this  chemical,  at  least  $500/)00. 

Senator  McCumber.  Where  do  you  report  from ! 

Mr.  Kidde.  We  have  had  Swedish  importations,  but  at  the  present 
time  we  have  Cierman  importations. 

Senator  McCumber.  You  do  not  import  from  Oreat  Britain  f 

Mr.  KmDE.  No;  owing  to  the  fact  that  the  United  Alkali  Co.  owns 
the  branch  in  America  and  they  prefer  not  to  export  to  America. 

Senator  McCumber.  Is  there  any  difference  between  the  cost  of  pro- 
duction of  Great  Britain,  (rermany,  and  Sweden  ! 

Mr.  Kn>DE.  I  think  the  English  think  the  Germans  are  underpro- 
ducing them^  but  I  have  no  information  on  that 

Senator  McCumber.  That  is.  they  are  producing  mnch  cheaper! 

Mr.  KnM>E.  They  have  certain  patents  whidi  are  very  useful  ^^ 
very  valuable,  and  thev  have  also  this  raw  materials  muriate  of  poU^b 

Senator  McLean.  I^id  the  process  originate  in  Germany  t 

Mr.  KmDE.  I  do  not  know  tnaU   I  do  not  know  the  histoi^. 

Senator  Reed.  I  want  to  ask  a  question^  if  the  chairman  is  through. 

Senator  McCumber.  Yes;  I  am  through. 

Senator  Reed.  This  chemical  that  you  produce  is  caUed  what  I 
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Mr.  KiDDE.  Senator  Reed,  it  is*  called  chlorate  of  potash.  It  is 
chemically  known  as  CIO,,  from  which  you  see  there  are  three  units 
f  oxygen  carried  by  the  potash.  The  reason  I  explain  that  is  that 
.  is  used  in  the  match  industry  mostly,  and  in  anything  where  a 
reat  deal  of  oxygen  is  required.  In  other  words,  this  potassium  is 
fine  carrier  for  oxygen. 

Senator  'Reed,  Chlorate  of  potash  is  used  extensively  in  many 
hin^,  is  it  not? 

Mr.  KiDDE.  It  is  used  in  tooth  paste,  in  jfireworks,  and  in  a  number 
►f  other  things ;  but  its  principal  use  is,  as  I  have  said  before,  in  con- 
ie<!tion  with  matches. 

Senator  Reed.  The  Rand  family,  I  believe,  were  famous  inventors 
n  their  time. 

Mr.  KiDDE.  Yes.  I  may  say,  in  this  connection,  that  back  in  the 
nineties  they  used  it  for  explosives.  When  mixed  with  other  chemical 
"mjrredients  it  is  an  explosive. 

Senator  Reed.  It  is  now  used  for  explosives  ? 
Mr.  Kidde.  No  ;  not  to  any  extent. 

Senator  McCxtmber.  What  did  you  say  is  its  principal  use? 
Mr.  Kidde.  Matches. 

Senator  Reed.  You  speak  very  rapidly,  Mr.  Kidde,  and  I  do  not 
quite  catch  everything  you  say.    You  said  that  your  company,  the 
Monmouth  Chemical  Co.,  makes  this  chlorate  of  potash. 
Mr.  Kjdde.  Yes ;  it  has  for  the  last  six  or  seven  years. 
Senator  "Reed.  The  price  of  chlorate  of  potash  before  the  war  on 
the  American  market  was  what  ? 
Mr.  Kh>d£.  Seven  and  one-fourth  cents. 

Senator  Reed.  Did  you  begin  to  manufacture  before  the  war? 
Mr.  Kidde.  We  experimented  for  three  or  four  years  before  the 
^ar,  and  actually  started  our  plant  about  a  few  months  before  the 
^ar.    It  was  in  no  sense  connected  with  the  opening  of  the  war. 
We  also  had  been  interested  in  potash  for  our  Rack-a-Rock. 
Senator  Reed.  For  what? 
Mr.  KmDE.  For  our  Rack-a-Rock,  our  explosive. 
We  have  been  interested  in  that  since  1875. 

Senator  Reed.  So  that  you  had  expended  a  large  sum  of  money 
learning  the  manufacture  of  chlorate  of  potash  before  the  war  and 
you  were  actually  manufacturing  it  before  the  war  and  expected  to 
compete  with  the  market  as  it  then  stood  ? 
Mr.  KmDE.  Yes,  sir. 

Senator  Reed.  Without  any  protection? 
Mr.  KmDE.  There  was  slight  protection. 

Senator  Reed.  There  was  a  slight  tariff  duty,  but  no  protective 

duty. 

Mr.  Ktode.  Yes.  sir. 

Senator  Reed.  Awhile  ago  you  spoke  of  a  monopoly. 

Mr.  KmDE.  Yes. 

Senator  Reed.  A  monopoly  that  controls  this  business.  What  was 
tnat  monopoly? 

Mr.  KmDE.  I  tried  to  describe  it  in  my  brief.  There  are  two  com- 
P^mes  manufacturing  chlorate  of  potash  who  ate  joined  in  one 
selling  group,  and  the  most  important  of  these  two  manufacturing 
^^{{^Pwues  is  owned,  as  I  have  explained  in  my  brief,  by  the  United 
^ali  Co.  of  Liverpool,  which  is  a  $60,000,000  corporation. 
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Senator  Beed.  Now,  what  are  the  names  of  those  two  c<Hnpanies ' 

Mr.  KiDDE.  The  North  American  Chemical  Co. 

Senator  Reed.  Located  where? 

Mr.  Kn)DE.  Bay  City,  Mich. 

Senator  Beed.  And  what  is  the  other  one? 

Mr.  Kn>DE.  The  National  Electrolytic  Co.,  at  Nianra  Falls. 

Senator  Beed.  The  National  Electrolytic  Co.,  of  ifiagara  Falk' 
Does  it  operate  with  power  from  the  fam? 

Mr.  Kidde.  Yes ;  speaking  now  on  information. 

Senator  Beed.  That  is  your  general  information? 

Mr.  KmDE.  Yes^ir. 

(Senator  Beed.  L>o  these  companies  make  enough  of  chlorate  o: 
potash  to  substantially  supply  the  American  market? 

Mr.  KmDE.  They  were  the  only  manufacturers  in  this  market  ex- 
cepting ourselves,  and  made  about  90  per  cent  of  the  production. 

Senator  Beed.  Now,  what  is  the  method  of  selling  which  yon  tol-i 
us  about? 

Mr.  EoDDE.  They  are  grouped  into  one  selling  agent. 

Senator  Beed.  That  is  to  say,  both  companies  sell  throii|i^  <H)f 
agent? 

Mr.  KmDE.  Yes,  ar. 

Senator  Beed.  Does  that  one  agent  make  the  same  price  upon  the 
product  of  each  of  the  companies  f 

Mr.  KmDE.  Yes. 

Senator  Beed.  So  that  if  a  man  wants  to  buy  chlorate  of  potA.4 
and  to  get  it  from  a  United  States  producer,  if  he  did  not  buy  f rt«iL 
your  company,  he  would  have  to  buy  from  this  single  a^ncy  ? 

Mr.  Kidde.  Yes.  That  same  agency  also  controls  other  chem- 
icals. 

Senator  Beed.  What  is  that  agency? 

Mr.  KmDE.  The  J.  L.  &  D.  S.  Biker  people,  of  New  York. 

Senator  Beed.  "And  company,"  is  it? 

Mr.  Kidde.  I  believe  it  is  simply  J.  L.  &  D.  S.  Biker. 

Senator  Beed.  I  want  to  be  particular  about  this.  With  the  ex- 
ception of  your  company,  which  is  the  Monmouth  Chemical  Co.,  the 
omy  manufacturers  in  the  United  States  are  the  North  American 
Chemical  Co.,  of  Bay  City,  Mich.,  and  the  National  Electrolytic  Co.. 
of  Niagara  Falls  ? 

Mr.  Ktode.  Yes.  sir. 

Senator  Beed.  And  those  two  companies  hare  one  selling  agency  I 

Mr.  KmDE.  Yes,  sir. 

Senator  Beed.  And  anyone  who  wants  to  buy  in  America  innst 
get  his  supply  from  that  agmt? 

Mr.  Kidde.  Bear  in  mind.  Senator,  there  are  two  experimenCi/ 
outsiders,  but  they  never  appear  in  the  open  marlret. 

Senator  Bees).  So  that  anybody  who  wants  to  buy  on  the  market 
has  to  buy  from  this  single  selling  agency  ? 

Mr.  Kidde.  That  is  right. 

Senator  Beed.  Who  is  it  that  you  say  controls  these  two  orgMi- 
zations? 

Mr.  Kidde.  I  did  not  say  they  controlled.  I  said  the  United  Allnli 
Co.  owns  the  North  American  Chemical  Ca 

Senator  Beed.  Who  ift  the  United  Alkali  Co.  ? 
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Mr.  EZiDDE.  The  United  Alkali  Co.  is  described  in  Bradstreet's  re- 
>ort  on  the  North  American  Chemical  Co.  as  an  English  corpora- 
ion  with  a  capital  stock  of  $60,000,000. 

Senator  Reed.  Do  you  know  who  owns  or  controls  the  stock  in  the 
National  Electrolytic  Co.? 

Mr.  Kidde.  I  beieve  the  Riker  family  do. 

Senator  Reed.  The  Riker  family  are  the  selling  agents  for  both  of 
:hese  companies? 

Mr.  Kjdde.  Yes. 

Senator  Reed.  You  understand  that  they  own  the  Electrolytic  Co.  ? 

Mr.  KroDE.  Yes. 

Senator  Reed.  Do  you  understand  the  chemical  company  is  com- 
pletely controlled — the  North  American  Chemical  Co.  is  completely 
controlled  by  this  British  company  ? 

Mr.  KiDDE.  It  is  so  stated  in  the  last  Bradstreet's  report  on  this 
c(Hnpany. 

Senator  Reed.  Ha^e  you  put  in  the  whole  report  of  Bradstreets? 

Mr.  KiDDE.  I  should  sav  it  was  not  necessary  to  do  that.  Senator. 

Senator  Reed.  I  did  not  say  it  was  necessary.  I  asked  you  if  you 
had  put  it  in? 

Mr.  Kidde.  I  have  not  put  it  in,  but  it  is  here,  if  you  wish  to  see  it. 

Senator  Reed.  Will  you  let  me  see  it? 
(The  report  was  handed  to  Senator  Reed.) 

senator  Reed.  Mr.  Chairman,  I  want  to  put  in  a  part  of  this  re- 
port.   I  shall  now  read  from  Bradstreet's  report : 

North"  American  Chemical  Co.,  manufactures  alkali  products,  Bay  City,  Mich. 
Harrison  Street,  foot  of  Forty-first  Street.  John  Brook,  president,  Liverpool, 
England.  C.  P.  Hutchinson,  secretary  and  treasurer  and  general  manager.  Bay 
City.    Directors:  The  above  and  M.  I.  Davies,  Toronto,  Ontario. 

Just  a  moment  before  I  pass  on  with  the  reading. 

Do  you  know  the  C.  P.  Hutchinson,  who  is  secretary  and  treasurer 
and  general  manager? 

Mr.  KrooE.  No. 

Senator  Reed.  Do  you  know  whether  he  is  a  citizen,  naturally  born 
or  naturalized,  of  the  United  States? 

Mr.  Kidde.  1  have  no  information  whatever,  excepting  that  Brad- 
street's shows  it  is  owned  by  the  English  corporation,  and  it  is  gen- 
erally understood  throughout  the  trade. 

Senator  Reed.  I  was  asking  about  the  manager. 

Mr.  KroDE.  I  do  not  know  about  the  individuals  in  the  trade. 

Senator  Reed.  I  shall  read  on : 

Financial  condition.  We  have  been  successful  in  obtaining  a  detailed  financial 
statement  from  this  company. 

The  following  is  a  copy  of  their  annual  report  as  made  to  the  Secretary  of 
State,  a  copy  of  which  is  on  file  at  the  county  clerk  office  here,  and  which 
shows  their  financial  condition  as  of  December  31,  1912. 

Senator  Reed.  That  is  quite  a  way  back.  Have  you  anything  later 
than  that  ? 

Mr.  Kidde.  I  have  a  statement,  an  oral  statement,  made  about  six 
months  ago  by  the  president  of  the  Hooker  Electrolytic  Co.,  of  New 
York,  who  told  me  that  the  manager  of  the  company  had  assured 
him  that  the  stock  ownership  had  not  changed. 
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Senator  Reed.  I  was  just  thinking  how  little  value  these  figur-i 
might  be  to  us,  but  I  think  I  shall  put  them  in  in  the  hope  that  «' 
may  be  able  to  get  a  later  statement. 

I  shall  continue  to  read : 

Authorized  capital  stock.  $378,940  ooiiinion;  $621,060  preferred;  aU   olali:,- 
subscribed,  and  paid  in  casli. 

Assets: 

Real  estate  used  in  business $128,  2;H^  - 

Real  estate  not  used  in  business,  Wayne  Co lOO,  W*'  •• 

Real  estate  not  used  in  business.  Bay  Co 8,  CiiX»  •• 

Personal    property 113.  8^"^   *! 

Cash 23,  r.*?4 

Credit  due  company 88,  «tt  ^ 


Total 462,  7u: 


Liabilities:  Unsecured  debts 28.222  :: 

Authorities  to  whom  this  statement  was  submitted  state  that  this   Is  \*r 
conservative  and  is  made  very  largely  for  the  purpose  of  taxation,  and  Is  n-a' 
not  a  fair  showing  of  their  financial  condition.    The  real  estate.  consNtiiic 
plant  and  building  in  Bay  City,  is  estimated  worth,  by  conservative  authority* 
at  $500,000.    The  real  estate  in  Wayne  County  consists  of  a  large  amount  •» 
land  on  the  Detroit  River  just  south  of  Detroit  and  under  which  there  Is  kri« >• 
to  be  very  large  deposits  of  rock  salt.    This  company  purchased   this   l:i: 
about  15  years  ago,  and  for  $100,000,  and  It  was  appraised  recently  by  ^  - 
thorities  in  Detroit  as  worth  anywhere  between  $250,000  to  $500,000.     T)- • 
land,  however,  is  not  developed  in  any  way.     Personal  property  is  t'stiuiJii'* 
wortli  at  least  $200,000;  this  consists  of  a  very  fine  equipment  for  tlie  mar-: 
facture  of  chemicals  and  consists  very  largely  of  copper.    Their  power  y>lii" 
\3  estimated  to  have  cost  $100  000  alone.    The  other  items  in  their  stateme* 
are  considered  reliable.    The  company  is  known  to  have  practically  no  <iW>:> 
The  stock  of  the  company  is  owned  entirely  by  the  United  Alkali  Co.   (Ltd  . 
of  Liverpool,  England,  a  corporation  engaged  in  the  manufacturing  of  cheu 
icals,  which  is  understood  to  have  a  capital  of  $50,000,000.    Authorities  who  an- 
conversant  with  their  financial  condition  are  of  the  opinion  that  the  conipa:^' 
would  be  worth  conservatively  $1«000,000. 

Trade  opinions :  Twelve  houses  consulted,  who  sell  this  company  to  amounc- 
up  to  $5,000,  report  dealings  very  satisfactory,  accounts  being  taken  care  f" 
promptly,  usually  taking  discounts. 

Antecedents:  This  company  was  incorporated  under  Midiigan  laws  for  9' 
years  from  April  21,  1898,  with  an  authorized  capital  claim  paid  in  of  $000,000. 
which  was  subsequently  increased  to  $1,000,000,  and  again  in  January,  1^" 
was  increased  to  $1,500,000. 

In  your  opening  remarks  you  made  this  statement : 

From  the  fact  that  for  about  10  years  prior  to  the  war  these  so-called  Amen 
can  manufacturers  arranged  an  agrt^ment  by  which  all  foreign  mannfaoturern 
refused  to  ship  chlorate  of  potash  to  the  United  States^  Whatever  was  in* 
ported  in  this  period  was  brought  in  by  themselves  from  their  affiliated  c<»nv- 
panies  in  England,  giving  them  an  absolute  monopoly  of  the  commodity  In  tht* 
market  with  all  the  implication  a  control  of  so  important  a  chemical  implies 
I  have  with  me  indisputable  proof  of  this  agreement 

That  statement  contains  two  propositions.  One  is  that  about  1' 
years  prior  to  the  war  these  so-called  American  manufacturers :  thai 
18,  I  take  it,  the  North  American  Co.  and  the  National  Electroh'tit' 
Co. 

Mr.  KiDDE.  Yes. 

Senator  Reed    (continuing).  Made  an  '  ent  'lich  *ll 

foreign  manufacturers  refused  to  ship  *  i  ®^  ic  the 

United  States. 

Mr.  KnoDE.  Yes. 
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Senator  Reed.  What  is  your  proof  on  that? 

Mr.  KiDDE.  My  proof  is  that  the  Rendrock  Powder  Co.  has  for 
years  been  in  this  business ;  that  there  were  no  manufacturers  of  this 
chemical  in  the  early  days  of  the  company,  therefore  they  had  to 
import  it,  and  imported  it  from  various  countries.  Their  principal 
supply  was  from  an  old  English  firm  called  the  George  Boor  Co.,  or 
George  Boor  &  Co.,  who  are  still  in  business,  and  who  are  a  reliable 
and  responsible  firm  known  by  my  family  for  generations. 

In  that  connection  I  have  a  letter  here  dated  August  21, 1905,  from 
George  Boor  &  Co.,  in  which  they  say : 

Fnder  the  combiDe  of  the  chlorate  makers  the  European  seUers  are  not 
allowed  to  ship  to  the  United  States,  nor  the  United  States  makers  to  export. 
We  regret  therefore  that  we  can  not  give  you  any  price  delivered  c.  i.  f.  New 
York. 

Senator  McCumber.  What  is  the  date  of  that  ? 

Mr.  KiiM>B.  1905. 

Senator  McCumbek.  That  is  16  years  ago? 

Mr.  KiDDE.  Yes:  and  up  to  the  war  we  had  confirmation  of  that. 

Senator  Reed.  Before  we  leave  this,  I  would  like  to  go  into  it  a 
little  further.  This  letter  refers  to  a  letter  you  had  written  to  them, 
because  they  say,  "  We  have  to  thank  you  for  your  letter  of  the  10th 
instant  in  reference  to  the  supply  of  chlorate  oi  potash." 

Mr.  KmoE.  Yes. 

Senator  Reed.  Have  you  the  letter  you  wrote? 

ilr.  KiDDE.  No,  sir.  It  was  simply  an  inquiry  in  the  ordinary 
course  of  business  asking  for  a  quotation  on  potash. 

Senator  Reed.  You  are  sure  it  was  a  request  for  a  quotation? 

Mr.  KmDE.  Yes;  there  is  no  question  about  that. 

Senator  Reed.  I  want  to  put  this  whole  letter  into  the  record, 
leaving  out  the  date.     [Reading :] 

The  Rendbock  Powder  Co., 

11  Broadway,  New  York  City,  United  States  of  America. 

Gentlemen:  We  have  to  thank  you  for  your  letter  of  the  l(M:h  Instant  in 
reference  to  the  supply  of  chlorate  of  potash  shipment  to  United  States. 

Under  the  combine  of  the  chlorate  makers,  the  European  sellers  are  not  al- 
lowed to  ship  to  the  United  States,  nor  the  United  States  makers  to  export. 
We  r^ret,  therefore,  that  we  can  not  give  you  any  price  delivered  c.  i-  f.  New 
York.  What  we  could,  however,  do,  is  to  ship  the  chlorate  for  you  c.  i.  f.  to 
probably  any  port  you  are  likely  to  require  it  at,  and  beg  to  inclose  you  here- 
with the  list  of  prices  for  the  different  countries.  After  the  inclosed  list  was 
printed  prices  were  advanced  one-sixteenth  per  pound,  as  you  will  notice 
stamped  thereon.  Please,  therefore,  note  that  the  figures  given  are  subject 
to  that  addition. 

With  regard  to  payment  the  terms  are  net  cash  In  London,  30  days  from  date 

of  invo'ce,  or  less  one-third  per  cent  discount  for  cash  here  against  B/L,  and  we 

trust  that  on  these  terms  you  may  be  able  to  pass  us  some  of  your  orders. 

Tours,  faithfully, 

G.  Boob  &  Go. 

Senator  Reed.  This  letter  suggests,  evidently,  that  while  they 
could  not  ship  the  materials  to  you  direct,  if  you  had  it  consigned  to 
some  other  port 

Mr.  EiDDE.  Mexico  or  Canada. 

Senatcy**  ^^«»^   (continuing).  You  could  get  them  in.    Did  you 

Ud  not  do  that  ? 
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Mr.  KiDDE.  No,  sir. 

Senator  'Reed.  You  handed  me  with  this  letter  a  price  sheet.  I? 
that  the  price  sheet  which  came  with  the  letter  and  the  one  to  whi  *. 
the  letter  refers? 

Mr.  KiDDE.  Yes,  sir. 

Senator  Beed.  1  would  like  to  put  that  in  evidence.    I  will   ji;-- 
read  parts  of  it  to  see  what  information  it  contains,  but  I  shoui : 
like  to  have  the  whole  sheet  go  into  the  record,  if  it  is  agreeable  t 
the  chairman. 

(The  price  sheet  is  as  follows:) 

[George  Boor  &  Co.,  39  Mindngr  Lane,  London,  Not.  7,  1904.] 
Price  liaty  chlorates  of  potash  and  soda,  contracts  5  tons  minim  mm, 

HOME  TRADE. 


Deliyeries. 


Chlorate  of  potash: 

Crystal 

Powder 

Oranulated 

Chemically  pure. 
Chlorate  of  soda: 

Crystal 

Powder 


Packed  in  1-cwt.  paper-lined  kegs,  or  2-cwt.  cases.  10/  allowance  per  toa  in  &-r«* 
cases.  Delivered  c.  1.  r.,  f.  o.  b.,  or  f.  o.  r.,  U.  K.  ports.  To  inland  stations  or  bojT* 
works  i^d.  per  lb.  extra. 

Chlorates  of  potash  crystal  an4  poicder,  chlorate  of  soda  crystal,  dcHrehr/i  i» 

less  than  1  ton. 

FOREIGN  PRICES. 


In  contract  I 
'  quantities 
of  5  tons.  ' 


B«k*« 


Cost  and  freight ,  Chio  a  and  J apan , 

C.  I.  F.,  Canada,  Cape  Colony,  Mexico,  South  America  (east  coast).. 

C.  I.  F.,  Bombav,  Calcutta,  Colombo,  Kurachee,  Madras , 

C.  I.  F.,  Adelaide,  Melbourne,  Sydney,  South  America  (west  coast). 


%k  d. 


4i 


Packed  in  the  usual   1-cwt.   kegs  or   2-cwt.   cases   at   buyer's   optioii.     |0/    per  t4e 
Allowance  IX  packed  in  6-ewt.  casks. 

Senator  Reed.  That  means  orders  for  1  ton,  does  itf 

Mr.  KnM>E.  I  think  so. 

Senator  Reed.  It  says  here  "  3d."   What  does  that  mean  \ 

Mr.  KiDDE.  Three  pence. 

Senator  Reed.  Three  pence  per  pound  ? 

Mr.  Kidde.  Yes,  sir. 

Senator  Reed.  Then,  under  1  ton  I  find  "S^^d."  and  below  5  tort. 
S^d.  and  below  1  ton,  S^d.  That  is  under  the  head  of  "  Sales.'*  Tbe 
other  is  under  the  head  of  "Deliveries."  That  means,  I  suppi?*. 
that  they  would  deliver  this  to  you  at  3  cents  per  pound  if  y^ 
ordered  a  ton? 
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Mr.  KiDDE.  I  think  so. 

Senator  Reed.  What  does  the  column  headed  "  Sales  "  mean? 
Mr.  Kjdde.  That  shows  deliveries  and  gives  the  price.    I  think  it 
Tobably  means  that  small  quantity  sales  were  the  ones  on  which 
hey  wanted  higher  prices. 

^nator  Reed.  Then,  further  down  on  the  sheet  the  foreign  prices 
re  quoted.  It  says,  "Cost  and  freight,  China  and  Japan,  3^  pence 
er  pound."  Then,  I  find,  "  C.  i.  f .,  Canada,  Cape  Colony,  Mexico, 
k>uth  America  (east  coast) ,  S^f^d."  I  would  like  to  have  that  table 
p  in. 
Now,  did  you  resort  to  this  device  and  get  some  of  the  chlorate  in  ? 
Mr.  Ki£H>E.  No. 

Senator  Reed.  What  did  you  do? 
Mr.   Kidde.  Bought  it  domestically. 
Senator  Reed.  jSid  paid  their  price? 
Mr.  KnwE.  Yes. 

Senator  Reed.  This  letter  is  dated  away  back  in  1905,  is  it  not? 
Mr.  Kidde.  At  the  beginnig  of  that  agreement,  which  lasted  until 
the  war. 

Senator  Reed.  Did  you  afterwards  try  to  buy  it  abroad — ^that  is, 
after  this  letter  was  written? 

Mr.  Kn)DE.  Yes;  we  made  efforts  to  do  so.     I  have  no  written 
proof  that  we  were  rejected. 

Senator  Reed.  Have  you  other  letters  that  indicate  the  same 
thing? 

Mr.  Kidde.  I  think  the  committee  can  take  my  statement  for  it 
that  it  was  impossible  to  purchase  the  chlorate. 

Senator  Reed.  Was  that  impossibility  created  in  the  shape  of  a 
flat  refusal  or  by  asking  excessive  prices? 

Mr.  Kidde.  It  was  created  by  a  flat  refusal.     The  indisputable 
proof  to  which  I  referred  would  be  not  only  from  this  letter  from 
George  Boor  but  from  two  firms,  one  in  London  and  the  other  in 
Paris,  that  know  of  the  chlorate  firms  and  the  shipment. 
Senator  Reed.  What  firms  are  those? 

Mr.  E[n>D£.  I  would  as  soon  leave  them  out  of  the  record.    They 
are  lar^  and  important  firms  and  I  do  not  wish  to  bring  their 
names  into  the  record. 
Senator  Reed.  Have  you  this  other  correspondence? 
Mr.  Kidde.  Yes.    I  would  be  glad  to  show  it  to  the  chairman  of 
the  committee  or  to  Senator  Reed. 

Senator  Reed.  You  may  show  it  to  the  chairman.  He  is  the  boss 
of  the  committee.    However,  I  would  like  to  see  it. 

Senator  McCumber.  We  will  leave  the  question  of  what  he  wishes 
to  present  to  the  witness,  as  well  as  the  question  of  what  he  wishes 
to  withhold  and  what  he  thinks  he  is  justified  in  refusing  to  present. 
The  committee  does  not  want  him  to  give  information  he  does  not 
^ish  to. 

Senator  Reed.  Well,  I  would  like  to  put  in  a  letter  that  I  have 
here,  leaving  out  the  names. 

Mr.  Kidde.  I  was  trying  to  protect  these  firms.  They  are  large 
international  firms,  and  I  do  not  see  why  they  should  be  brought  into 
this  controversy. 

Senator  Reed.  I  do  not  want  to  bring  them  in  if  it  is  against  your 
wishes. 
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Mr.  KiDDE.  Well,  Senator  Reed,  I  do  not  think  there  is  anything 
to  be  gained  by  it. 

Senator  Dillingham.  Do  they  indicate  anything  that  you  woulJ 
care  to  testify  to? 

Mr.  KiDDE.  Not  a  thing,  Senator.  They  simply  indicate  that  lie- 
fore  the  war  occurred  it  was  agreed  they  would  not  export  to  the 
United  States,  and  in  return,  tnere  was  an  agreement  that  makt- r^ 
in  the  United  States  would  not  export  from  the  United  States. 

Senator  McCumber.  It  seems  that  that  is  clear  and  that  it  shouM 
rest  that  way. 

Senator  Eeed.  I  do  not  want  to  do  anything  that  will  place  th« 
witness  in  a  position  that  might  be  embarrassing.  However,  these 
letters  are  hi^ly  important,  and  if  this  monopoly  existed  before  the 
war  and  exists  now 

Mr.  Kidde  (interposing).  It  does  not  exist  now,  Senator. 

Senator  Beed  (continuing).  Some  of  these  gentlemen  oaght  to  be 
put  on  trial. 

Mr.  Kidde.  It  does  not  exist  to-day. 

Senator  Beed.  When  did  it  cease  to  exist  ? 

Mr.  Kidde.  It  ceased  to  exist  at  the  time  of  the  war. 

Senator  Beed.  I  am  going  to  ask  you  to  keep  these  letters  care- 
fully so  that  if  we  want  them  for  the  public  autnorities,  they  can  be 
gotten. 

Mr.  Kjdde.  The  weight  of  the  war  broke  that  down. 

Senator  Beed.  You  did  not  answer  my  question.  I  am  not  asking 
about  that  now.  I  am  asking  you  whether  you  will  keep  these  letters 
so  that  we  can  get  them  later  on  if  they  are  wanted. 

Mr.  KmDE.  Yes. 

Senator  Beed.  When  the  war  came  on  what  happened  to  the  price 
of  potash? 

Mr.  KmDE.  The  price  was  gradually  raised  until  it  was  75  ceDt^, 
due  not  only  to  monopolistic  conditions  but  to  the  fact  that  the  raiv 
material— this  muriate  of  potash— is  a  natural  commodity  that  b  I 
practically  mined  only  in  Germany.  Owing  to  this  condition  the  ) 
price  went  up  considerably.  Of  course,  it  is  my  opinion  that  the 
price  made  by  the  producers  was  far  too  high  to  compenseate  them 
for  any  such  advance. 

Senator  Beed.  Where  did  you  get  your  supply? 

Mr.  KiDDE.  We  finally  had  to  get  some  out  west ;  in  Nebraska.  Ai 
you  probably  know,  the  Diamond  Match  Co.  developed  some  muriate 
fields  out  west  in  several  places. 

Senator  Beed.  ^Vhat  is  the  fact  with  reference  to  the  supply  of  the 
raw  material  at  this  time? 

Mr.  KmDE.  The  raw  material  is,  of  course,  being  imported  freely 
now,  and  it  is  a  commodity  that,  as  I  have  always  understood  it,  is 
very  much  needed  by  the  agricultural  States  in  the  United  States.  I 
understand  they  are  importing  about  2r)0.0CH)  {>ounds  annually  "f 
that  material,  of  which  only  10,000  pounds  are  used  by  cheiniral 
manufacturers. 

Senator  Beed.  If  we  put  a  tariff  upon  this  raw  material  comiiu! 
into  the  country,  and  if  only  10  per  cent  is  used — is  that  what  vop 
said? 

Mr.  Kidde.  Yes. 
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Senator  Reed.  If  only  10  per  cent  is  used  by  the  chemical  manu- 
icturers,  we  would  be  taxing  the  90  per  cent  which  the  farmer  use 
so. 

Mr.  KiDDE.  I  simplv  made  the  statement,  which  I  can  prove,  that 
)proxiinately  out  oi  250,000  pounds  240,000  pounds  are  used  for 
ixinir  agricultural  fertilizer. 

Senator  Reed.  I  was  wrong  in  my  figures,  then.    If  it  was  240,000, 
was  more  than  90  per  cent. 
Mr.  Kidde.  Yes. 

Senator  Reed.  Is  it  that  raw  material  that  you  say  costs  7  cents 
pound? 

Mr.  Kn>D£.  No ;  it  is  the  finished  product — chlorate  of  potash. 
Senator  Reed.  What  does  the  raw  material  cost  when  it  comes  in  ? 
Mr.  Kidde.  It  used  to  cost  in  the  neighborhood  of  3^  cents  a  pound. 
Senator  Reed.  When  was  that? 
Mr.  Kn>DE.  Before  the  war. 
Senator  Reed.  Now  it  is  about  7  or  8  cents? 
Mr.  Kidde.  Perhaps  so,  yes ;  about  that. 

Senator  Reed.  You  say  that  the  labor  cost  in  it  is  inconsequential 
)ecause  it  is  nearly  all  done  by  power  ? 

Mr.  Kidde.  I  did  not  say  it  is  inconsequential ;  it  is  not  the  factor 
'hat  it  is  in  other  manufacturing  processes. 

Senator  Reed.  What  would  you  say  is  the  labor  cost  in  proportion 
bo  the  entire  manufacturing  cost? 

Mr.  Ejdde.  I  am  sorry,  Senator  Reed,  but  I  am  not  np  on  that 
particular  part  of  it.    You  can  see  it.  however,  to  some  extent  from 
these  figures.    We  can  produce  a  million  tons  with  30  or  40  men,  so 
that  the  labor  element  is  not  material. 
Senator  Reed.  That  is  all. 

Senator  McLean.  Are  you  interested  in  the  match  industry  ? 
Mr.  Ejdde.  No,  sir ;  we  have  no  interest  in  the  match  industry  at 
all.    We  are  consumers  to  this  extent,  that  the  Rendrock  Powder  Co. 
has  always  been  a  consumer. 
Senator  McLean.  Do  you  sell  to  the  match  manufacturers? 
Mr.  KiDDB.  We  have  not  so  far  sold  to  the  match  manufacturers. 
Our  principal  users  have  been  all  kinds  of  small  users — the  tooth- 
paste people,  the  dye  people  who  dye  furs,  or  the  paper  people,  all  of 
whom  do  not  amount  to  much,  and  the  match  industry  takes  only  6 
per  cent  of  the  output. 
Senator  McLean.  You  want  it  to  come  in  under  a  low  duty  ? 
Mr.  Kidde.  My  feeling  is  that  on  this  ad  valorem — well,  I  do  not 
wish  to  attempt  to  tell  members  of  the  conmiittee  what  to  do. 
Senator  McLean.  No  ;  but  you  want  a  low  ad  valorem  rate. 
Mr.  KmuB.  I  think  an  ad  valorem  rate  is  dangerous. 
Senator  McLean.  You  want  to  buy  it  abroacTas  cheap  as  you  can, 
don't  you? 
Mr.  Kn>DE.  I  think  that  is  the  safe  thing  to  do. 
Senator  McLean.  Why  ? 

Mr.  Kidde.  We  do  not  think  this  situation  is  going  to  continue. 
Senator  McLean.  You  can  make  a  larger  profit  on  the  foreign 
product,  can  you  ? 

Mr.  Kidde.  For  the  time  being.    That  does  not  mean,  however, 
that  we  shall  abandon  the  manufacture  of  our  product. 
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Senator  McLean.  But  if  you  can  make  more  money  by  abani 
ment  you  will  abandon  the  manufacture  of  it? 

Mr.  KiDDE.  Yes;  temporarily. 

Senator  McLean.  And  won't  you  continue  it  under  those 
ditions? 

Mr.  KiDDE.  Well,  we  are  not  running  our  plant  on  a  philanthro] 
basis.  Naturally,  if  it  should  appear  to  be  to  our  interest  to  imp' 
we  shall  continue  to  import. 

Senator  McLean.  Of  course.    That  is  all. 

STATEMENT  OF  DR.  MAX  MTJELLEE,  PEESIDENT  EHODIE  C] 
CAL  CO.,  NEW  YORK;  FACTORY,  NEW  BRTTNSWICK,  N.  J. 

Senator  Dillingham.  Mr.  Chairman,  I  would  like  to  know  whi 
this  witness  represents  and  in  what  capacity  he  appears. 

Mr.  MuELiJiR.  I  represent  the  Rhodie  Chemical  Co.,  located 
New  York,  with  factory  at  New  Brunswick,  N.  J.  Our  office  is 
89  Fultcm  Street,  New  York  City. 

Senator  Dillingham.  Are  you  an  attorney  or  a  member  of 
company  ? 

Mr.  Mueller.  I  am  president  of  the  company.    I  am  a  chemist 

We  are  hereby  submitting  for  your  consideration  certain  recoifri 
mcndations  and  information  relative  to  the  two  well-known  coal-ttf 
photographic  chemicals,  namely:  Hydroquinone  and  monom^yl- 
paramidophenol  sulphate  (otherwise  known  as  metol  and  rhodol). 

These  preparations  are  two  of  the  most  widely  used  chemicals  it 
the  developing  of  photographic  films.  Since  the  camera  or  kodak, 
has  become  a  universal  household  article  and  the  moving  picture  hift 
become  practically  a  necessity  in  every  city,  town,  and  village  il 
this  country,  these  chemicals  are  essential  to  the  public  welfare  of 
this  Nation. 

Inasmuch  as  these  two  preparations  are  derived  from,  respectivdy. ! 
aniline    and    paraamidophenol,    two    coal-tar    products,    they   alt 
brothers  and  sisters  to  dyes,  medicinals,  etc.,  belonging  to  the  coal- 
tar  family,  the  production  of  which  in  this  country  is  imperative 
to  our  welfare  in  peace  and  to  our  protection  in  war. 

This  company,  since  the  commencement  of  the  World  War  and  since 
hydroquinone  and  monomethyl-paramidophenol  sulphate,  which  are 
principally  imported  from  (lermany,  became  unobtainable,  has  cott- 
structed  a  plant  at  New  Brunswick,  N.  J.,  at  an  expenditure  oi 
$20(),()()0  for  the  manufacture  of  those  chemicals. 

Monomethyl-paramidophenol-sulphate  is  at  the  present  provided 
for  under  the  generic  term,  photographic  chemicals,  in  Group  III, 
Title  V,  dyestuffs,  revenue  act  of  September  8,  1916,  at  30  per  cent  ad 
valorem  and  5  cents  ])er  pound.  We  recommend  that  this  photo- 
graphic chemical  be  specifically  provided  for  by  name  at  a  com- 
pound rate  of  duty  of  80  ])er  cent  ad  valorem  and  $1.50  |>er  pound. 
This  article  can  be  inij)orto(l  into  this  country,  duty  paid,  at  less 
than  '^^  per  pound,  and  our  lowest  cost  of  production  is  $4.25  per 
pound. 

Furthermore,  the  trade  name  "metol''  used  by  foreign  manufac- 
turers for  this  ])ro(lii('t  in  this  market  prior  to  the  war  is  copy- 
riffhted — con-equent^y  Ave  are  ])laced  at  a  disadvantaire  in  market- 
incr  our  product  under  a  distinct  new   name.     The  Tnited   States 
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eiriff  Commission  in  its  Coal  Tar  Census  of  1918  showed  that  there 
ere  three  domestic  manufacturers  of  this  article  during  that  year, 
id  recent  statistics  obtained  from  that  commission  showed  that  dur- 
ir  1919  there  were  seven  manufacturers.  We  can  state  with  au- 
lenticity  and  with  perfect  knowledge  that  we  are  the  only  manu- 
icturer  of  this  article  in  this  country  and  that  the  same  article  is 
>w  unported  fr<»n  Germany,  England,  and  France,  and  is  being 
*eely  offered  for  sale  in  our  domestic  markets.  We,  the  lone  manu- 
Lcturer,  to  hoM  out  against  this  competition,  are  now  marketing 
ir  product  at  a  financial  loss,  trusting  that  sufficient  protection  will 
e  afforded  in  time  to  equalize  the  great  difference  in  cost  of  produc- 
on  in  this  coimtry  and  abroad. 

In  order  that  the  coal-tar  industry  shall  be  a  self-contained  industry 
roviding  for  the  welfare  of  this  Nation  in  peace  and  protecting  its 
eople  in  time  of  war,  it  is  imperative  that  this  industry  be  permitted 
0  obtain  a  permanent  growth.  The  raw  materials  necessary  for  this 
adustry  are  obtainable  in  this  country  in  ample  quantities,  and  if 
ufficient  protection  is  afforded,  the  industry  can  reach  a  development 
rhere  it  can  satisfactorily  produce  sufficient  quantitv  of  this  article 
o  meet  domestic  consimiption.  The  number  of  employees  employed 
n  our  plant  is  25,  and  if  all  the  menomethyl-paramido-phenol-sul- 
)liate  consumed  were  manufactured  in  this  country,  it  would  require 
ipward  of  100  employees. 

Our  domestic  production  is  approximately  18,000  pounds  per  year, 
rhe  United  States  I'ariff  Commission's  statistics  show  thait  10,976 
pounds  were  produced  in  the  United  States  in  1918,  amd  59,024  pounds 
in  1919.  We  estimate  that  the  total  consumption  of  this  article  in 
the  United  States  is  upward  of  75,000  pounds.  Our  costs  have  been 
considerably  reduced  in  ihe  period  of  time  that  we  have  been  manu- 
iacturii^,  and  are  now  $4  per  pound,  but  we  are  compelled  to  market 
our  proouct  at  a  financial  loss  to  meet  the  annihilating  foreign  com- 
petition. This  same  article  we  know  is  now  being  produced  in  France 
for  68  francs  per  kilo,  which,  considering  the  present  exchange  of  8 
cents  per  franc,  is  equal  to  $2.68  per  pound.  Considering  the  exchange 
alone,  no  doubt  this  photographic  chemical  is  now  being  manufactured 
in  Germany  at  a  still  lower  cost.  Our  average  wage  is  $5  per  day, 
^hile  the  wage  now  being  paid  in  France  in  this  industry  is  12  to  15 
francs  per  day. 

^  This  chemical  is  now  being  imported  from  Germany,  France,  and 
Knpland,  and  undoubtedly  m  a  volume  equal  to  the  difference  be- 
tween our  production  and  domestic  consumption;  that  is,  57,000 
pounds  per  annum.  It  is  being  offered  for  sale  at  $4  and  less  per 
pound.  The  only  Government  statistics  available  showing  imports 
are  for  the  last  prewar  year,  namely,  July,  1913~July,  1914.  Dur- 
in^  that  year  there  were  42,962  pounds  imported  at  an  import  price 
of  $2.08  per  pound.  Of  the  quantity  imported,  68.7  per  cent  came 
from  Germany,  30.8  per  cent  from  France,  and  0.5  per  cent  from 
Enjrland. 

It  is  suggested  that  the  tenn  ^  photographic  chemicals  "  be  ampli- 
fied to  read  as  follows:  Monomethyl-paramidophenol  sulphate,  80 
per  cent  ad  valorem,  and  $1.50  per  pound ;  hydroauinone,  eSO  per  cent 
ad  valorem  and  50  cents  per  pound ;  all  other  photographic  chemi- 
<^als,  rate  to  be  specified. 

^»— 21— FT  4 4 
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Hydroquinone  is  provided  for  under  the  generic  term  pi 
graphic  chemicals,  in  Group  III,  Title  V,  revenue  act  of  Sep( 
8, 1916,  at  30  per  cent  ad  valorem  and  5  cents  per  pound.    We 
mend  that  it  be  specifically  provided  for  by  name  at  a  comi 
rate  of  30  per  cent  ad  valorem  and  50  cents  per  pound  for  our 
not  including  selling  expenses,  are  $1.36  per  pound,  and  hvc 
quinone  can  be  laid  down  in  this  country  for  $1.10  per  pouna 

Conditions  with  respect  to  the  number  of  employees  now  worldi 
on  hydroquinone  and  the  number  that  would  be  emt)loyed  were 
of  this  chemical  that  is  consumed  manufactured  in  this  country 
the  same  as  with  reference  to  monomethyl-paramidophenol  sulpl 

According  to  statistics  obtained  from  the  United  States  Ti 
Commission  the  domestic  production  in  the  United  States  for  191 
was  305,774  pounds  and  for  1919  was  272,329  pounds.  Our  pi 
tive  capacity  is  now  approximately  250,000  pounds  per  year, 
costs  are  $1.35  per  pound,  not  including  selling  expenses,  while 
cost  in  foreign  countries  is  considerably  less  than  $1.10  per  ponnt 
Our  average  wage  is  $5  per  day,  while  the  wage  paid  in  this  indnsbj 
in  France  is  12  francs  per  day,  which,  based  on  present  exchange,! 
equal  to  90  cents  per  day.  tn  other  words,  our  wage  or  labor  cod 
is  600  per  cent  more  than  the  labor  cost  in  France.  Since  our  dired 
labor  cost,  without  overhead,  is  approximately  50  cents  per  pouB^ 
the  corresponding  labor  cost  in  France  would  be  7  cents  per  pound 
The  difference,  or  43  cents  per  pound,  should  be  taken  care  of  bj 
ample  protection. 

There  are  no  statistics  available  as  to  sources  of  imports  and  vi 
ume  except  last  prewar  year,  July,  1913-July,  1914,  when  149^ 
pounds  were  imported,  at  an  average  price  of  48.6  cents  per  poiiiid 
Hydroquinone  is  offered  for  sale  at  $1.30  per  pound. 

We  further  wish  to  bring  forth  the  fact  that  German  currency  airf 
exchange  are  about  one  eighteenth  their  old  par  value.  Oerman  wagpi 
have  risen  on  the  average  only  seven  or  eightfold  in  their  currenjj 
not  eighteen  times,  and  therefore  upon  resumption  of  trade  wiB 
Germany  this  latter  company  can  ship  goods  to  the  United  States  f 
the  old  prices  in  dollars  and  get  eighteen  times  as  much  for  them  ii 
paper  marks  as  formerly  and  produce  these  goods  by  paying  onl; 
from  seven  to  eight  times  as  much  in  wages.  It  is  obvious  that  ih 
already  cheap  German  labor  before  the  war  will  become  twice  a 
cheap  now,  and  the  disastrous  result  of  such  a  condition  to  our  ix 
dustry  need  not  be  explained  further. 

Senator  McCumber.  Is  there  anvthing  further,  Mr.  Witness? 

Mr.  MuELUER.  No;  nothing  further. 

Senator  McCfmber.  The  committee  thanks  you  very  much.  Ca 
another  witness,  Mr.  Howard. 

Mr.  Howard.  I  will  next  call  Dr.  Russe  in  regard  to  paragrapl 
1  and  55. 

STATEMENT  OF  DE.  FREDEEIGK  W.  RTISSE,  HEPEESEHTIl 
POWERS-WEIGHTMAN-ROSENOABTEN  CO.,  PHILADELPHIA,  Pi 
AND  MELLINCKEODT  GHEMIGAL  WORKS,  ST.  LOXnS,  HO. 

Dr.  Ru88E.  My  first  statement  will  be  on  behalf  of  the  Powei 
Weiphtman-Rosengarten  Co.  and  the  Mellinckrodt  Chemical  Worl 
dealmg  with  that  part  of  paragraph  1,  on  acids : 


TARIFF — CHEMICAL  SCHEDULE.  287 

Tannic  acid,  tannin,  and  extractions  or  decoctions  of  nutgalls  containing  by 
ei^ht  of  tannic  acid  lees  than  50  per  cent.  4  cents  per  pound ;  50  per  cent  or 
i4»re  and  less  than  80  p^*  cent,  10  cents  per  pound ;  and  80  per  cent  or  more, 
>  cents  per  pound. 

\Ve  respectfully  draw  your  attention  to  the  specific  percentage 
mits  in  the  paragraph  quoted  above.  After  careful  and  thorough 
parch  we  have  been  unable  to  find  in  the  chemical  literature  a 
eliable  method  of  analysis  for  tannic  acid,  nor  have  our  research 
hemists  been  able  to  devise  one.  The  method  most  generally  used 
-  that  of  the  American  Leather  Chemists'  Association,  known  as 
lie  A.  L.  C.  A.  method,  and  admittedly  is  inaccurate  and  gives  low 
esults. 

Of  five  independent  analyses  made  within  the  past  month  by  this 
nethod  on  U.  S.  P.  tannin,  the  highest  grade  manufactured  and  in- 
ende<l  to  come  within  the  specification  of  "  80  per  cent  and  above  " 
he  results  obtained  were  70  per  cent  to  75  per  cent  tannic  acid, 
umiely,  70.06  per  cent,  70.9  per  cent,  72.05  per  cent,  73.49  per 
ent.  and  74.6  per  cent.  In  this  connection  we  respectfully  refer 
vor.  to  the  paper  published  in  the  Journal  of  Industrial  and 
Knsrineering  Chemistry,  1920,  page  465,  on  the  unreliability  of 
tannin  analytical  methods.  Moreover,  the  water  content  is  im- 
fK>rtant  and  itVould  not  be  difiicult  to  incorporate  in  tannin  10  per 
^eiit  of  water  additional  to  that  usually  found,  thus  lowering  the 
re-^ults  given  above  to  60  per  cent  to  65  per  cent  tannic  acid. 

Wp  believe  it  hardly  necessary  to  bring  to  your  attention  that  the 
manufacture  of  medicinal  or  Xj.  S.  P.  tannin  requires  large  quan- 
tities of  alcohol,  ether,  and  other  expensive  solvents,  as  well  as  elabo- 
rate and  expensive  apparatus,  and  that  a  duty  of  10  cents  per  pound 
i*^  insufficient  to  properly  protect  and  encourage  the  continuance  of 
its  manufacture  in  this  country. 

We  therefore  respectfully  request  that  that  part  of  paragraph  1 
in  question  be  amended  to  read : 

Tannic  acid,  tannin,  and  extracts  or  decoctions  of  nutgalls,  containing  by 
weight  of  tannic  acid  less  than  40  per  cent,  4  cents  per  pound ;  40  per  cent  or 
more  and  less  than  60  per  cent,  10  cents  per  pound ;  and  60  per  cent  or  more,  20 
cents  per  pound. 

There  is  no  difference  in  the  duties  as  the  bill  is  reported;  the  only 
difference  is  in  the  specific  limitations  of  the  percentages  of  50  and 
^0  in  the  bill  as  reported  in  one  recommendation,  and  we  request  that 
it  be  reduced  to  40  and  60  on  the  ground  that  we  have  not  been  able 
to  find  any  method  to  test  any  tannin  up  to  80  per  cent. 

Senator  McCubcber.  Is  that  all,  Mr.  Witness? 

Dr.  RussE.  I  have  one  other  statement. 

We  respectfully  refer  to  paragraph  55  of  H.  R.  7456,  entitled  "A 
bill  to  provide  revenue,  to  regulate  commerce  with  foreign  countries, 
to  encourage  the  industries  of  the  United  States,  and  for  other  pur- 
poses," as  passed  by  the  House  of  Representatives,  July  21,  1921, 
which  provides  for — 

Par.  .55.  Opium  containing  not  less  than  8.5  per  cent  of  anhydrous  moi-phine, 
crude  or  manufactured  and  not  adulterated,  $3  per  pound ;  powdereti,  or  other- 
wise advanced  beyond  the  conditions  of  crude  or  unmanufactured*  and  contain- 
iJ»g  15  per  cent  or  lesB  of  moisture,  $4  per  pound ;  morphine,  morphine  sulphate, 
and  aU  <^ium  alkaloids  and  salts,  esters,  and  other  derivatives  thereof,  $3  per 
^'uncv:  c'ocalne,  ergonlne,  and  salts,  esters,  and  other  derivatives  thereof,  $2  per 
ounce;  tincture  of  opium,  such  as  laudanum,  and  other  liquid  preparations  of 
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opium,  not  specifically  provided  for,  60  per  cent  ad  valorem ;  opium  oontai 
less  than  8.5  per  cent  of  anhydrous  morphine,  $6  per  pound :  Provided,  ' 
nothing  herein  contained  shall  be  so  construed  as  to  repeal  or  in  any  raai 
impair  or  affect  the  provisions  of  an  act  entitled  "  An  act  to  prohibit  the 
portation  and  use  of  opium  for  other  than  medicinal  purposes,"  approved 
ruary  9,  1909,  as  amended  by  an  act  approved  January  17, 1914. 

We  desire  that  in  your  review  of  the  rates  of  duties  provided  f( 
in  said  paragraph  to  direct  your  attention  to  the  "  act  of  Decei 
17,  1914,  as  amended  by  sections  1006-7  of  the  revenue  act  of  1911 
relating  to  the  importation,  manufacture,  production,  com]K)un(lin^ 
sale,  dispensing,  and  giving  away  of  opium  or  coca  leaves,  their 
salts,  derivatives,  or  preparations  thereof,"  and  particularly  tkl 
assessment  of  an  internal  revenue  tax  of  1  c^nt  per  ounce  qb 
coca  leaves  as  therein  provided,  as  follows :  "  That  there  shall  bi 
levied,  assessed,  collected,  and  paid  upon  opium,  coca  leaves,  anj 
compound,  salt,  derivative,  or  preparation  thereof,  produced  in  or 
imported  into  the  United  States,  and  sold,  or  removed,  for  consump- 
tion or  sale,  an  internal-revenue  tax  at  the  rate  of  1  cent  per  ounce, 
and  any  fraction  of  an  ounce  in  a  package  shall  be  taxed  as  an  ounce, 
such  tax  to  be  paid  by  the  importer,  manufacturer,  producer,  or  com- 
pounder thereof,  and  to  be  represented  by  appropriate  stamps,  to  be 
provided  by  the  Commissioner  of  Internal  Kevenue,  •  with  the  ap 
proval  of  the  Secretary  of  the  Treasury,  and  the  stamps  herein 
provided  shall  be  so  amxed  to  the  bottle  or  other  container  as  to 
securely  seal  the  stopper,  covering,  or  wrapper  thereof." 

We  submit  for  your  consideration  that  cocaine  is  manufactured 
entirely  fn)m  coca  leaves,  none  of  which  are  grown  in  the  United 
States.  The  Mallinckrodt  Chemical  Works  were  amon^r  the  first 
to  undertake  the  manufacture  of  cocaine  in  the  United  States,  and 
continue  at  this  time  in  its  manufacture.  According  to  our  ex- 
perience in  the  production  of  cocaine  from  coca  leaves,  it  requires 
an  average  of  10  pounds  of  co(»a  loaves  to  i)roduce  1  ounce  of  cocaine 
muriate.  Tender  the  comhined  operation  of  the  above  paragraphs  of 
the  two  acts  there  would  be  an  assessment,  therefore,  of  a  duty  of  W 
cents  per  pound  on  10  pounds  of  coca  leaves  of  $1 ;  internal  revenue 
tax  of  1  cent  ]x»r  ounce  on  1(>0  ounces  (10  pounds)  coca  leaves,  $1.60; 
internal-revenue  tax  of  1  cent  i)er  ounce  on  finislied  prodiu't,  ccK'aine, 
$0.()l-.-a  total  of  $2.(>l. 

This  conii)ares  witli  the  cost  of  importation  of  cocaine  under  the 
provisions  of  said  ])aragraphs  as  follows:  Duty  on  1  ounce,  $2:  inter- 
nal-revenue sttanp  tax.  1  ounce  cocaine.  J^).Ol ;  total,  $:i.01. 

A  (lifferenro  in  favor  of  iinimrter  or  foreign  manufacturer  ot 
cocaine  of  (V)  cents 

V/e  (■•)nsi<]er  the  diiTerential  between  the  rate  of  dutv  on  the  ra^-^ 
material  1<)  cents  ])er  pound,  used  in  the  manufacture  of  cocaine,  xxti^ 
tbe  $*J  per  ounce  on  the  manufactured  ])rodu(rt  is  suiKcient  and  should 
lie  maintained.  AVe  ])r()test,  however,  against  the  asses.sment  of  a^ 
ii>t(»»i^a'  revenue  t;'x  <^>n  raw  materials  used  in  the  manufacture  of  Ji' 
article  entering  into  world  commerce  which  jdaces  uptm  Americii.^ 
maiMifacturers  a  heavy  burden  not  imposed  l)v  (Governments  of  othc 
nations,  and  which  conveits  the  protecti(m  to  American  makel^ 
provided  for  in  the  tariff  legislati(m  into  a  large  differential  in  favO 
of  the  foreign  manufacturer.  If  this  situaticm  is  allowed  to  continil 
it  will  eliminate  entirely  the  producti<m  of  cocaine  in  this  coimtr; 
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ind  will  mean  a  heavy  loss  in  the  investments  of  American  makers 
n  buildings,  equipment,  and  matecial. 

We  believe  the  remedy  in  this  instance  would  be  to  more  clearly 
letine  the  provisions  of  the  paragraph  in  the  internal  revenue  law 
regulating  the  importation,  manufacture,  etc.,  of  opium,  coca  leaves^ 
iieir  salts,  derivaties,  by  having  it  read  as  follows : 

That  there  shaU  be  levied,  assessed,  collected,  and  paid  upon  opium  any  com- 
M>uDd,  salt,  derivative,  or  preparation  thereof,  and  any  compound,  salt,  deriva- 
tive, or  preparation  of  coca  leaves  produced  in  or  imported  into  the  United 
States  and  sold,  or  removed  for  consumption  or  sale,  an  internal-revenue  tax 
it  the  rate  of  1  cent  per  ounce,  and  any  fraction  of  an  ounce  in  a  package  shall 
l>e  taxed  as  an  ounce,  such  tax  to  be  paid  by  the  importer,  manufacturer,  pro- 
ducer, or  compounder  thereof,  and  to  be  represented  by  appropriate  stamps, 
to  be  provided  by  the  Commissioner  of  Internal  Revenue,  with  the  approval 
i)f  the  Secretary  of  the  Treasury,  and  the  stamps  herein  provided  shall  be  so 
affixed  to  the  bottle  or  other  container  as  to  securely  seal  the  stopper,  covering, 
ur  wrapper  thereof. 

The  change  in  the  reading  of  the  clause,  as  you  will. observe  from 
the  above,  is  in  the  elimination  of  the  words  "  coca  leaves  "  as  crossed 
out  after  the  word  "  opium,"  and  adding  the  clause  as  shown  in  capi- 
tals, "And  any  compound,  salt,  dehvative,  or  preparation  of  coca 
leaves."    The  change  will  not  affect  the  operations  of  the  act  regu- 
lating the  traffic  on  the  active  product  obtained  from  coca  leaves. 
Coca  leaves,  as  such,  are  not  sold  at  retail  for  narcotic  purposes.    As 
a  matter  of  fact,  their  sole  use  is  practically  for  the  manufacture  of 
cocaine,  but  in  any  event,  the  remaining  provisions  under  the  nar- 
cotic legislation  will  be  sufficient  protection  against  the  obtaining  of 
coca  leaves  without  proper  registration  and  uie  regulation  Govern- 
ment narcotic  orders  for  supplies  in  any  quantities.    The  history  of 
all  narcotic  legislation  testifies  that  its  purpose  has  been  directed  en- 
tirely to  regulate  and  secure  control  of  all  transactions  in  these  prep- 
arations and  to  confine  their  use  entirely  where  their  need  is  indi- 
cated medicinally  in  the  treatment  of  the  sick  and  suffering.    The 
question  of  reveiiue  was  only  a  secondary  consideration,  as  evidenced 
by  what  must  be  regarded  as  comparatively  trifling  fees  fixed  for 
licenses  and  order  forms,  and  parti cularlv  the  stamp  tax  assessed 
against  the  finished  product.    Every  article  involved  is  one  of  con- 
siderable value,  and  there  is  no  instance  in  the  reveniie  act  where 
articles  of  like  value  are  not  assessed  on  a  very  much  higher  basis  of 
stamp  tax. 

The  adoption  of  the  substitute  as  above  quoted'  would  eliminate 
the  discrimination  against  the  American  manufacturer  that  now  ex- 
ists, and  preserve  the  industry  in  a  State  that  would  permit,  under 
the  drawback  provisions  of  the  customs  laws,  of  its  further  develop- 
ment and  extension  in  the  export  trade. 

If,  however,  in  the  consideration  of  the  present  tariff  legislation, 
no  such  provision  to  aniend  the  said  internal  revenue  act  can  be  in- 
cluded, then  we  submit  that  the  rate  of  duty  as  fixed  by  the  House 
of  Representatives  under  paragraph  59  on  cocaine  be  advanced  to  the 
rate  of  $3.50  per  ounce,  which  rate  will  maintain  the  differential 
rate  between  the  duty  on  the  raw  material,  of  10  cents  per  pound, 
used  in  the  manufacture  of  cocaine,  and  the  $2  per  ounce  on  the 
manufactured  product  as  provided  in  the  present  law  under  para- 
graph 55  of  H.  E.  7456  now  before  you  for  consideration,  and  will 
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require  foreign  manufacturers  lind  importers  to  pay  an  additio&a: 
import  duty  of  $1.50  to  offset  the  internal  revenue  tax  now  requiM 
to  be  paid  by  the  American  manufacturers  on  the  coca  leaves. 

We  believe  that  the  need  and  fairness  of  the  provisions  to  equaiur 
the  taxes  we  have  to  pay  by  way  of  customs  auty  on  raw  maten&! 
and  under  the  internal  revenue  act  by  fixing  a  compensating  dun 
on  importation  of  the  refined  or  finished  product,  as  above  set  fort:, 
will  appeal  to  j^ou,  and  ask  that  you  relieve  the  American  manu 
facturer  of  cocaine  of  what  we  believe  to  be  an  unintentional  har«i 
ship  and  discrimination. 

Mr.  Howard.  That  finishes  all  the  witnesses  I  have  to  call. 

Senator  McCumbik.  Mr.  Somers  sends  word  to  the  acting  chair 
man  that  he  must  soon  leave  for  New  York,  and  asks  if  he  can  d'< 
be  called  at  the  present  time.  We  will  try  to  conform  to  his  wL^h*- 
in  that  respect  and  will  call  Mr.  Somers. 

STATEMENT  OF  MB.  A.  S.  SOMEBS,  REPBESEWTIHQ  BBY  COIOl 
MANVFACTUBEBS,  100  WILLIAM  STBEET,  HEW  TOBX  CITY. 

f 
Mr.  Somers.  Thank  you,  Mr.  Chairman.    I  will  try  not  to  bunlfr. 

you.    I  have  a  very  brief  statement  I  will  make  to  the  conmiitt«»t. 

and  I  will  discuss  it  briefly  with  respect  to  just  a  few  of  the  pan- 

graphs. 

Tne  first  paragraph  in  which  we  are  interested  is  paragraph  'i" 
the  item  of  color  laKes,  which  is  included  in  this  paragraph.  ^' 
make  a  suggestion  that  this  particular  item,  color  lakes  and  pic 
ments  derived  from  coal-tar  products,  be  taken  from  that  paragra;'':. 
and  l>e  inix^rporated  in  a  new  paragraph  to  read : 

*'  Color  lakes  and  all  other  pigments,  whether  dry  or  in  bulk,  ma  i- 
in  whole  or  in  part  from  coal-tar  dyes,  leuco  acids,  leuco  basej*. "' 
any  other  coal-tar  derivatives,  35  per  cent  ad  valorem  plus  7  c<*r.i- 
I>er  pinind  specific,'*  as  is  provided  in  the  bill  now  before  you  ^^ 
(Htusuieration,  for  this  reason,  that  under  the  tariff  law  enacted  u 
SeptemWr,  1916,  provision  was  made  that  color  lakes  and  picment- 
deriveil  tnm\  ci^l-tar  proilucts  were  included  with  all  coal-tar  Serin 
tiveiJ.  That  eave  rise  to  t^onsiderable  conflict  in  the  appraiser's  «^ 
partment,  and  I  have  here  an  exhibit  that  I  will  file  with  von  showini.* 
that  articles  embraced  within  this  paragraph  were  held  dutiable  v 
two  different  rates  bv  two  different  appraisers,  because  of  the  an- 
bigriity  of  the  appraising  of  this  particular  paragraph  read  in  niti 
nei'tioh  with  i^ragraph  63  of  the  tariff  bill,  which  provides  that  cfr- 
tain  tx^lors  and  pigments  are  dutiable  at  25  per  cent.  One  appraiser 
held  that  a  (>artioular  article,  included  under  paragraph  26,  wi-" 
dutiable  at  30  per  cent  ad  valorem  and  5  cents  p«r  pound  speri^f* 
another  apprai^i^^r  held  that  a  similar  article,  also  embraced  withit 
{^ragraph  t^>  he  he^l  read  into  paragraph  63,  and  he  returned  it  »^ 
dutiable  at  :^5  iv?r  cent.  . 

This  paragraph,  if  alloweil  to  stand,  will  give  rise  to  no  end  of 
appH^^ation^  and  |x^rha|^  no  end  of  claims  thai  wiU  be  made  ^} 
im|x^rters  that  i^^k  to  g^^  their  i>>lor  lakes  and  other  articles  deri^«^^ 
fn>m  i^>al>tar  prinhiots  umler  panjurraph  63,  and  I  believe  it  is  tb' 
intention  to  ola^^ify  c^^tor  lakvs  anci  pigments  under  paragraph  t!^^ 
ami  it  is  for  the  purp^ici^  of  clearing  up  the  atmosphere  and  all^*- 
insT  tio  misapprehension  whatever  that  we  have  made  the  sfi&y^ 
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on,  and  if  we  reduce  it  to  the  simple  lan^ua^e  I  have  just  recited 
)  provide  for  specific  duty,  all  colors  and  pigments  derived  from 
ial-tar  products. 
Here  is  the  item,  paragraph  26. 

Senator  McLean.  You  presented  this  matter  to  the  Committee 
n  Ways  and  Means  of  the  House  ? 
Mr.  SoM£Rs.  Yes,  sir. 
Senator  McLean.  Why  did  they  not  do  it? 

Mr.  SoMERS.  I  have  not  the  slightest  idea.  They  probably  thought 
his  was  comprehensive  enough.  But  I  am  presenting  it  to  the 
"inance  Committee  here  in  the  hope  that  you  will  consider  my 
irgument  from  the  facts  I  have  stated,  and  perhaps  see  your  way 
;lear  to  embrace  this  within  a  specific  paragraph,  so  that  there  will 
)e  no  misapprehension  as  to  the  meaning  of  the  paragraph  and  no 
'onflict  as  to  any  decision  that  may  be  rendered  by  an  appraiser 
K^hich  will  have  to  do  with  determining  the  values. 

Senator  McLean.  Then  you  think  it  was  due  to  lack  of  attention 
on  the  jpart  of  the  House  committee  and  not  for  any  valid  reason  ? 

Mr.  Vomers.  I  would  not  say  it  was  due  to  lack  of  attention  on  the 
part  of  the  House  committee  or  for  any  specific  reason.  I  really  do 
not  know.  I  have  not  any  information  from  which  to  testify.  I  was 
quite  surprised  that  our  argument  did  not  bear  weight.  We  did  not 
press  it  very  strong.  We  presented  a  brief,  and  it  may  be  that  our 
l»rief  like  many  briefs  submitted  to  courts  are  regarded  in  the 
abstract  rather  than  the  concrete. 

Senator  McLean.  Have  you  had  any  report  from  the  customs 
officials  or  experts  who  woiud  naturally  add  matter  as  to  the  feasi- 
bilHvofit? 

Mr.  SoMERs.  I  have  not  any  advice  from  them.  The  only  infor- 
mation I  have  is  that  articles  embraced  within  this  para^aph  were 
held  dutiable  at  two  different  rates  by  two  different  appraisers  under 
the  act  of  1916  on  these  very  items  and  are  now  included  in  para- 
graph 26. 
I  would  also  call  your  attention  to  paragraph  63,  which  includes : 

IMjnnents,  colors,  stains,  and  paints — 25  per  cent  ad  valorem. 

We  are  asking  that  your  attention  be  directed  to  these  two  para- 
graphs in  connection  with  the  raw  materials  from  which  these  articles 
are  made  that  are  included  in  the  paragraph  covering  lead  and  lead 
products  which  are  dutiable  at  specific  rates,  in  the  relation  of  about 
^5  or  40  per  cent  of  the  value,  or,  rather  market  value  of  those 
articles  as  sold  in  this  ccTuntry  and  abroad.  We  have  been  discrimi- 
nated against  to  the  extent  of  about  15  per  cent,  and  we  think  that 
the  rates  on  these  paragraphs,  if  the  rates  on  raw  materials  ai-e 
allowed  to  stand  as  they  are  at  the  present  time,  should  be  increased 
at  least  to  as  great  a  proportion  as  that  on  lead  and  lead  products, 
including  letharg  and  other  materials. 

We  also  ask,  as  we  did  before,  the  Ways  and  Means  Committee,  that 
special  attention  be  given  to  the  article  Paris  green,  which  is  used 
very  extensively  in  this  country  for  agricultural  purposes.  When  I 
^as  before  the  Ways  and  Means  Committee,  the  chairman  asked  me 
it  a  tariff  of  about  15  per  cent  would  be  satisfactory  on  Paris  green, 
and  I  said  that  it  would ;  I  thought  that  that  would  he  about  ample. 

Senator  McCumber.  On  the  American  valuation? 
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Mr.  SoMERS.  On  the  American  valuation.  That  was  predicate 
however,  upon  the  theory  that  arsenic,  which  is  the  chief  compoD^ 
part  of  Paris  green,  was  then  on  the  free  list  and  would  remain  <c 
the  free  list.  But  I  see  that  the  House  In  passing  the  bill  has  put  i 
duty  of  25  per  cent  on  arsenic  and  has  retained  the  15  per  cent  ^c 
Paris  green. 

They  have  also  put  a  duty  of  30  per  cent  on  arsenate  of  lead,  z 
which  article  arsenic  or  arsenic  acid  is  very  largely  used.  So  that  *t 
is  quite  evident  to  my  mind  that  the  committee  m  considering  the  u.v 
of  arsenic  in  insecticide!^  lost  sight  of  the  fact  that  it  was  a  vital  com* 
ponent  part  in  the  manufacture  of  Paris  green  and  directed  their  it* 
tention  to  the  fact  that  it  was  used  in  arsenic  lead. 

Senator  McLean.  How  much  arsenic  is  there  in  a  pound  of  Ptrii 
green  ? 

Mr.  SoMEKs.  About  75  per  cent — about  775  pounds  of  arsenic  vi:, 
produce  approximately  1,020  pounds  of  Paris  green.  And  there  i- 
a  considerably  larger  quantity  of  blue  vitrei,  or  sulphate  of  copper, 
used  in  the  manufacture  of  arsenic.  That  is  still  retained  on  ti^ 
free  list. 

But  I  was  saying  that  in  my  opinion  the  committee  considere<l  tl> 
use  of  arsenic  in  connection  with  arsenate  of  lead  in  so  fixing  tb 
duty  on  arsenic  of  25  per  cent,  and  put  a  duty  on  arsenate  of  Iwi 
which  is  very  extensively  use^  more  and  more  every  year  in  thi> 
country  for  agricultural  purposes,  of  30  per  cent,  thereby  giving 
a  differential  of  5  per  cent  in  favor  of  the  arsenate  of  lead;  and  it 
does  seem  to  me  reasonable  that  the  same  consideration  should  l^ 

f'ven  to  the  Paris  green  that  was  given  to  the  arsenate  of  lead,  ib': 
would  ask  the  committee,  if  I  might,  that  they  would  have  in  mii>''* 
the  correction  of  that  particular  item  and  give  us  the  relief  that  ^' 
ask  for. 

Those  are  the  only  paragraphs  that  I  am  directly  concerned  with 
as  a  manufacturer  and  consumer,  and  I  might  say  that,  aside  fn»s- 
representing  my  own  firm,  which  is  one  of  the  large  manufacturing 
color  houses  in  the  United  States,  I  represent  about  50  manufactu^e^ 
of  dry  colors  and  all  of  the  manufacturers  of  insecticides  in  th- 
United  States,  of  whom  there  are  approximately  86,  so  that  whatevtr 
statement  or  whatever  request  I  make,  I  ma£ce  in  behalf  of  tho 
firms. 

It  is  not  so  much — and  this  I  want  to  make  perfectly  clear—** 
to  the  rates  that  will  be  levied,  but  as  to  the  equalization  of  tl.' 
rates  between  the  raw  material  that  we  use  and  the  finished  product 
in  other  words,  we  want  to  be  protected  to  the  same  extent  that  tb"^ 
from  whom  we  buy  our  materials  are  protected,  and  we  ask  tlwi 
consideration  bo  given  to  the  fact  that  we  are  employing  our  laU»r 
ers  on  a  war  basis,  that  is,  to  say,  we  are  paying  the  wages  to-*b} 
in  our  plants  that  ol)tained  during  the  exciting  days  oi  the  war 
We  have  not  reduced  any  wages,  and  it  is  not  our  purpose  to  nnlti'' 
wages.  We  want  to  resist  any  tendency  to  reduce  wages  and.  a* 
compared  with  laborers  in  Germany,  from  which  country  we  alw,iv- 
have  had  the  keenest  competition,  and  from  which  we  will  get  c(»nj- 
petition,  our  wages  are  approximately  600  per  cent  higher. 

I  have  some  figures — they  are  not  authoritative,  but  I  think  1 
gathered  from  a  Government  report — and  I  am  not  quite  clear  *•" 
that,  however,  in  my  mind  at  the  present  time — indicating  th«f 
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while  the  wages  we  are  paying  range  $4.60  to  $6  a  day  for  ordinary 
labor  in  color  plants,  the  same  labor  in  Germany,  working  under 
?xactly  the  same  conditions,  gets  60  to  70  cents  per  day. 

Senator  McCumbbr.  This  raises  the  question,  Mr.  Somers,  that  I 
think  is  quite  important:  If  labor  is  going  down  in  all  other  lines 
of  business,  why  should  we  give  you  a  protection  that  would  allow 
you  to  hold  up  your  labor  to  the  war  basis,  while  others  must  have 
the  protection  simply  to  meet  the  labor  in  the  competitive  field  ? 

Mr.  SoMERs.  We  would  not  ask  that  any  exception  be  made  for 
our  industry  whatsoever,  Mr.  Chairman.  When  I  said  that  we  are 
going  to  resist  any  effort  to  reduce  labor  in  the  matter  of  wages,  that 
is  personal,  that  is  a  conviction  I  have  that  wages  in  this  country 
have  never  been  as  high  as  they  should  be,  and  we  hope  we  will 
never  see  the  day  when  they  will  be  as  low  as  they  were  before  the 
war  in  the  laboring  classes;  that  is  a  personal  sentiment. 

Senator  McCumber.  In  most  instances  labor  now  is  below  the  war 
basis? 
Mr.  SoHERs.  Yes. 

Senator  McCumber.  And  probably  will  be  still  lower ;  certainly  it 
will,  unless  we  have  a  revival  of  business.  Then  we  will  assume,  I 
should  judge,  that  any  industries  must  be  content  to  pay  the  usual 
labor  wages  rather  than  the  war  labor  wages. 

Mr.  SoMERS.  While,  if  we  are  brought  in  contact  with  Germany — 
and  from  the  information  that  comes  to  us  from  the  men  who  have 
visited  Germany — ^I  speak  of  responsible  men,  then  connected  with 
a  large  banking  institution — and  the  reports  they  bring  back  to  us, 
Ijiat  we  may  anticipate  as  soon  as  possible  a  revival  of  importations 
on  a  large  scale. 
Sanator  McLean.  Is  there  any  Paris  green  imported  ? 
Mr.  SoMERS.  There  was  some  miported,  but  it  is  not  an  easy  thing, 
and  I  want  to  be  candid  with  you  about  importations  of  Paris  green, 
for  the  reason  that  the  sale,  as  well  as  the  manufacture  of  it,  is  reg- 
ulated by  a  very  strict  Government  and  Federal  act. 

Senator  McLean.-  What  percentage  of  the  arsenic  is  imported 
that  is  consumed  in  this  country  ? 

Mr.  Somers.  Very  slight;  so  insignificant  that  I  would  not  even 
puess  at  it.  The  most  of  it  is  produced  here;  very  little  of  it  is 
imported  from  the  other  side,  since  the  smelting  industries  have 
developed  means  and  processes  to  recover  arsenic  as  a  by-product. 

Senator  McCumber.  Is  there  any  danger  from  importations  of 
arsenic  ? 
Mr.  SoMERS.  No ;  I  do  not  think  so.    Arsenic  has  always  been  free. 
Senator  McCumber.  Then  we  would  hardly  need  the  duties  men- 
tioned in  here  for  protective  purposes,  would  we  ? 

Mr.  SoMERS.  Of  course,  I  am  not  in  the  arsenic  busineas  and  have 
no  interest  in  arsenic,  but  to  answer  your  question  as  candidly  as  you 
think  we  ought  to,  I  can  not  for  the  life  of  me  understand  that  it 
should  be  protected. 
Senator  McCumber.  That  is  one  case  of  tariff  for  revenue  only  ? 
Mr.  SoMERS.  Yes. 

Senator  McCumbbr.  You  stated  that  your  labor  was  600  per  cent 
higher  than  Germany's  ? 
Mr.  SoMERs.  About  that ;  yes. 
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Senator  MgCumber.  You  would  not  advocate  that  we  should  pat 
a  duty  of  600  per  cent  beyond  the  difference  in  labor? 

Mr.  SoMERs.  Not  at  all. 

Senator  McCumber.  How  would  you  meet  it? 

Mr.  SoMERs.  These  conditions  must  change.  It  may  be  just  i* 
true  that  we  will  not  be  able  to  maintain  wages  in  this  countr}%  but 
I  hope  we  will,  even  at  the  present  level ;  and  it  may  be  that  contb- 
tions  abroad  will  force  those  people  to  pay  their  laboring  cl&s^f*- 
more  than  they  paid  them  berore  the  war,  and  that  will  brin^  i 
closer  relationship  between  foreign  labor  and  American  labor,  n 
that  the  difference  will  not  be  as  wide  as  600  per  cent.  It  is  not  ?•• 
in  England.  It  is  so  in  Japan,  Holland,  and  some  of  the  other  coun- 
tries, out  not  in  England.  England,  I  think,  pays  probably  withit 
75  per  cent  of  the  American  wages  to-day  to  her  working  classes. 

Another  article  that  I  want  to  call  your  attention  to  is  the  duty 
that  was  imposed  upon  quicksilver  vermilion ;  that  is,  vermilion  <^i. 
taining  quicksilver.  In  the  original  House  committee  report  a  dut- 
of  10  cents  a  pound  was  provided  for  vermilion  containing  quick 
silver.  In  the  same  report  a  duty  of  7  cents  per  pound  was  provi«Jt»i' 
for  quicksilver,  thus  giving  a  differential  of  3  cents  per  pound  ir. 
favor  of  the  vermilion  containing  quicksilver.  The  bin  as  it  final^j 
passed  the  House,  however,  provides  a  duty  of  35  cents  per  poun-i 
on  quicksilver  and  a  duty  oi  33  cents  per  pound  on  vermilion  r^' 
containing  quicksilver,  under  paragraph  73.  % 

It  is  clear  to  me  that  that  was  an  error ;  that  if  the  differential  wa- 
to  be  maintained  at  the  rate  provided  for  or  recommended  in  th- 
committee  bill — that  if  quicksilver  is  dutiable  at  35  cents  per  poiiml. 
quicksilver  vermilion  should  be  dutiable  at  37  or  38  cents  per  poun^l 
We  are  not  asking  for  that  rate  unless  quicksilver  is  retaine<l  at  -v. 
cents  per  pound.  But,  in  justice  to  the  American  manufarturpr?. 
vermilion  red  containing  quicksilver  ought  to  carry  a  duty  slighth 
above  the  duty  on  the  raw  products,  and  there  is  considerable  of  r 
manufactured  in  this  country,  and  there  is  quite  some  imported.  W* 
have  by  no  means  a  monopoly  of  the  business,  and  we  do  not  seek  u* 
have  a  monopoly  of  the  business.  But  we  do  seek  to  be  put  on  a  fair 
competitive  basis.  It  is  obvious  that  if  quicksilver  is  kept  out  bertuf* 
of  the  duty  of  35  cents  per  pound  that  the  foreign  manufacturer  of 
vermilion  red  in  which  quicksilver  is  contained  may  use  his  quirk- 
silver  in  the  manufacture  of  vermilion  red  and  bring  it  in  here  at 
the  lower  rate  of  duty  of  33  cents  per  pound  and  thus  suit  the  Amer- 
ican manufacturer. 

Senator  JtfoCuMBER.  Is  there  any  great  amount  of  quicksilver  im- 
ported at  the  present  time? 

Mr.  SoMERS.  According  to  a  letter  sent  by  the  Secretary  of  War 
to  the  Ways  and  Means  Committee,  it  appears  that  the  importation* 
were  approximately  40  per  cent  of  the  total  amount  consumed  in  thU 
country. 

Senator  McCumber.  Do  vou  know  anythinj^  about  the  American 
fields  of  quicksilver,  as  to  whether  they  are  limited  and  whether  ther 
will  in  all  probability  be  diminished  in  their  supply  in  the  futnret 

Mr.  SoMERs.  I  do  not  know  anything  about  it  except  in  a  general 
way,  and  I  know  something  penerally  about  it,  because  I  am  inter- 
ested as  a  consumer  of  quicksilver,     ftut  I  believe  that  the  American 
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nines  are  .capable  of  far  greater  development  and  that  the  produc- 
;ion  can  be  very  largely  increased. 

Senator  McCumber.  Sufficient  to  supply  the  American  market? 

Mr.  SoMERs.  I  think  so.  I  think  that  our  mines  in  the  West  are 
fertile  enough  to  produce  sufficient  quicksilver  for  home  consump- 
tion. 

Senator  McCumber.  You  do  not  think,  however,  that  the  supply 
is  at  all  inexhaustible? 

Mr.  SoMERs.  I  do  not  think  so.  That  is  all  I  have  to  say.  I  just 
wanted  to  draw  your  attention  to  these  particular  paragraphs. 

Senator  DnxixoHAM.  Did  I  understand  you  to  say  what  corpora- 
tion you  personally  represented? 

Mr.  SoMERs.  The  Fred  L.  Lavanburg  Co.,  of  100  William  Street, 
New  York,  and  I  happen  to  be  the  representative  for  tariff  matters 
of  all  of  the  manufacturers. 

Senator  Dillingham.  Yes ;  I  understand  that. 

Mr.  SoMERs.  That  is  simply  by  designation ;  that  is  all. 
(The  brief  previously  referred  to  by  Mr.  Somers  in  his  remarks 
is  here  printed  in  full,  as  follows :) 

July  25,  1921. 
Finance  Oommittee, 

rnited  States  Senate,  Washington,  D,  C 

1»EAR  Sirs:  Referring  to  H.  R.  7456,  now  being  considered  by  your  com- 
mittee, permit  us  to  submit  our  comments  on  such  items  as  vitally  affect  our 
industry. 

We  believe  we  can  convince  your  committee  that  we  are  justified  in  asking 
for  an  increase  in  duties  on  certain  items — 

1.  Because  if  this  relief  is  not  granted  it  will  seriously  jeopardize  certain 
branches  of  the  dry-color  industry. 

2.  Recause  in  the  items  enumerated  below  the  raw  materials  we  use  receive 
greater  protection  than  we  receive  on  our  finished  product,  a  discrimination 
which  is  certainly  a  great  Injustice  to  our  industry. 

We  make  no  criticism  as  to  the  duties  you  may  grant  upon  our  raw  ma- 
terials, but  we  certainly  think  we  should  get  increased  protection  over  and 
above  the  duties  which  the  raw  materials  bear. 

LAKE  COLOBS. 

Paragraph  26  of  the  proposed  bill  provides  for  a  duty  of  35  per  cent  ad 
valorem  and  7  cents  per  pound  specific  on  color  lakes  and  colors  made  from 
coal-tar  products  also  provided  for  in  the  same  paragraph  and  at  the  same  rate 
<)f  daty.  Evidently  no  consideration  has  been  given  for  the  difference  in  labor 
costs  between  the  United  States  and  Germany,  from  which  country  most  of  our 
competition  will  be  felt  With  a  due  regard  for  the  desire  of  your  committee 
to  guard  against  any  evasion  of  the  law,  we  think  that  paragraph  26,  in  the 
light  of  past  experience,  offers  opportunity  for  various  interpretations  because 
of  Its  ambiguity.  There  are  many  colors  derived  from  the  raw  materials 
enumerated  in  paragraph  26  which  might  not  be  considered,  strictly  speak- 
ing, as  color  lakes,  and  may  accordingly  be  thrown  into  paragraph  63,  which 
reids  as  follows :  "  Pigments,  colors,  stains,  and  paints,  •  •  ♦  25  per  cent 
ad  valorem." 

We  call  your  attention  to  Exhibit  A,  citing  two  cases  wherein  the  ap- 
praisers differed  completely  in  their  decisions  as  to  the  proper  classifications  of 
such  colors  as  we  have  referred  to.  These  cases  embody  the  point  that  we 
make  that  under  paragraph  26  there  will  doubtless  arise  many  claims  for 
classification  under  paragraph  63  that  may  or  may  not  be  allowed  by  the 
appraisers.  It  is  fraught  with  great  danger,  and  we  call  your  attention  to 
our  supplementary  brief  marked  Exhibit  B,  being  a  copy  of  the  brief  already 
filed  with  your  committee,  and  in  which  we  have  given  this  matter  some  de- 
tail 


246  TABIFF — CHEMICAL.  SCHEDULE. 

We  would  respectfully  suggest,  therefore,  that  for  the  purpose  .of  dii 
and  removing  any  doubt  as  to  the  proper  classification  of  color  lakes 
pigments  made  from  coal-tar  products,  covered  in  paragraph  26,  that  a  new 
graph  be  inserted  reading  as  follows : 

"  Color  lakes  and  all  other  pigments,  whether  dry  or  in  pulp,  made  in  wl 
or  in  part  from  coal-tar  dyes,  leuco  acids,  leuco  bases,  or  any  other 
derivatives,  35  per  cent  ad  valorem  plus  7  cents  per  pound  spe<dfic." 

We  have  given  a  great  deal  of  thought  to  this  matter,  and  are  of  the  ^ 
Ion  that  it  clears  the  atmosphere  and  leaves  no  room  for  doubt  as  to 
proper  classification. 

FABIS  GBEEN. 

Heretofore  Paris  green  and  arsenic,  used  largely  in  the  manufacture  of 
green,  were  both  on  the  free  list.    The  proposed  bill  puts  a  duty  on  ai 
of  25  per  cent,  and  a  duty  on  Paris  green  of  but  15  per  cent.    It  does 
us  that  it  was  not  intended  by  your  committee  to  make  any  such  m 
discrimination  against  an  article  manufactured  in  this  country  and  in  fki 
of  the  raw  material  from  which  it  is  derived.    We  argued  this  before 
committee,  and  felt  quite  sure  that  your  disposition  was  to  grant  us  some 
We  admitted  that  15  per  cent  would  be  fair  protection,  but  we  had  in  mini 
the  time  that  arsenic  would  remain  on  the  free  list,  as  that  matter  was 
discussed.    It  is  a  matter  of  very  great  concern  to  us  to  have  this  con 
and  we  suggest  that  either  arsenic  be  made  free  or  tliat  the  duty  on 
green  be  increased  in  proportion  to  the  duty  levied  on  arsenic. 

We  hope  for  favorable  consideration,  and  appreciating  the  courtesy  of  yo«] 
attention,  we  remain, 
Kespectfully, 

Abthub  S.  Somebs, 
President  Association  of  Dry  Color  Manufaeturcrt 


Exhibit  A. 

"  Decembeb  16,  1920. 

"decisions  est  be  classification  of  pigment  colobs. 

**(T.  D,  S7429;  G.  A.  8110), 

"  Before  United  States  General  Appraisers  November  23,  1917 : 

"  Claim  made  that  duty  should  be  20  per  cent  on  alizarine  lakes. 
"  Judgment  in  favor  of  the  Government  overruling  protest,  making  duty  30 
l)er  cent  and  5  cents  per  pound." 

"  Before  Board  1,  January  28,  1918.    No.  41779,  Protest  842787 : 

"  Under  color  lakes  was  found  rose  madder  classified  as  a  coal-tar  color  lake 

at  30  i)er  cent  ad  valorem  and  5  cents  per  pound  under  the  act  of  September  8, 

1916,  and  was  claimed  dutiable  as  a  color  lake  at  20  per  cent  under  paragraP" 

63,  tariff  act  of  1913. 

'*  Opinion  by  Sullivan,  G.  A.    The  paint  boxes  in  qiiesti<m  were  held  dutiabi* 

as  artist's  colors  and  the  rose  madder  as  a  color  lake  at  20  iK?r  cent  ad  valorem* 

under  paragraph  63." 

Tills  is  in  absolute  controversion  of  T.  I).  37429  stated  above. 

In  view  of  the  ambiguous  wording,  we  suggest  that  same  should  be  chaug*^ 

to  read  as  follows: 

"All  color  lakes  or  other  pigments  made  in  whole  or  in  part  from  coal-t** 
dyes,  leuco  acids,  or  leuco  bases,  or  any  other  cal-tar  derivatives." 
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Exhibit  B. 

Januaby  81,  1919. 
Prof.  F.  W.  Taussig, 

Chairman  United  States  Tariff  Committee^  Waahington^  D,  C. 

1>£AB  Sis:  We  received  a  communication  from  yon  recently  asking  for  onr 
coQimeDts  upon  your  report  to  Congress  on  dyes  and  other  coal-tar  chemicals, 

IDlft. 

We  wish  to  present  our  views  as  same  affects  our  line  of  industry  in  i>ro- 
posed  "  Bill  to  amend  an  act  to'  increase  the  revenue,  and  for  other  purposes, 
approved  September  8,  1916."  We  are  giving  you  our  criticisms  upon  this 
act  from  the  standpoint  of  being  large  manufacturers  of  lake  colors.  How- 
<^ver.  in  making  any  criticisms  upon  said  bill  we  do  not  wish  to  be  considered 
as  approving  in  any  way  the  original  act  approved  September  8,  1916. 

We  assume  it  is  your  desire  to  have  the  amended  bill  do  full  justice  to  all 
liDfs  of  industry  in  which  dyes  and  intermediates  are  chief  raw  materials, 
and  therefore  do  justice  to  a  large  industry,  namely,  the  manufacture  of  lake 
wlors  from  dyes  and  intermediates. 

A  perusal  of  the  act  shows  that  lake  colors  are  classified  in  Group  III  as 
^\0T  lakes.  They  are  distinctly  classified  with  colors;  dyes  for  stains, 
whether  soluble  or  not  in  water;  color  bases;  color  acids;  leuco  acids  or 
Jeuco  bases ;  whether  colorless  or  not,  etc.,  etc.  All  of  Group  III  under  section 
W  are  subject  to  a  duty  of  5  cents  per  pound  on  the  same  products.  It  pro- 
vides, furthermore,  that  said  duty  of  5  cents  per  pound  shall  be  based  on 
standard  of  strength  which,  shall  be  established  by  the  Secretary  of  the  Treas- 
^iry,  and  on  all  importations  of  such  articles  that  exceed  such  standard  of 
strength  a  said  duty  of  5  cents  per  pound  shall  be  charged  on  the  weight 
^hat  said  article  would  have  diluted  to  standard  of  strength. 

Our  objection  to  the  act  approved  September  8,  1916,  Is  based  on  the  follow- 
»iR  fact :  The  manufacturer  of  color  lakes  receives  a  protection  of  30  per  cent 
plus  5  cents  per  pound.  The  cost  of  manufacture  of  color  lakes,  exclusive  of 
labor  and  overheads,  is  probably  90  per  cent  thereof  derived  from  purchase  of 
tlie  same  ingredients  as  contained  in  section  500,  Groui)  III,  which  are  also 
siven  a  protection  of  30  per  cent  and  5  cents  per  pound.'  In  other  words,  we 
l^ave  to  buy  our  raw  material  from  American  manufacturers  of  Group  III 
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items,  ou  all  of  which  said  maiiufactin^.rs  receive  a  proteciitm  of  30  per  *.tv 
plus  5  cent^•  i)er  pound.  We  in  turn  have  to  sell  the  products  derived  fn* 
said  raw  materials  with  no  greater  protection  against  foreign  color  lakes  thur 
what  our  raw  materials  have  received.  Therefore,  we  will  have  to  buy  ^a^s 
raw  materials,  which  are  highly  protected  under  this  act.  and  sell  the  finisbctf 
product  without  any  added  duty  whatever  to  protect  us  for  the  diflferencr  b 
cost  of  labor,  overhead,  and  other  manufacturing  expenses  between  the  VnA*^ 
States  and  foreign  countries. 

AVhat  both  the  present  and  proposed  acts  practically  do  is  to  give  hif;h  it- 
tection  to  all  manufacturers  of  our  raw  materials  and  to  give  us  do  ad-W 
protection  whatever  on  the  finished  product. 

To  show  you  how  this  will  wreck  an  important  industry,  we  take  for  exjimp'' 
one  item,  namely,  a  high  grade  geranium  lake,  generally  known  as  jacqueiuict" 
lake.    This  is  made  from  a  precipitation  of  eosine  dye  with  acetate  of  lea: 
The  cost  of  the  e<^)sine  is  probably  99  per  cent,  and  the  acetate  of  lead  1  i»^- 
cent  in  value.    The  manufacturer  of  this  geranium  lake  will  have  to  buy  tu* 
raw  material  subject  to  a  protection  practically  of  30  per  cent  ad  vul<»reni  a  ' 
5  cents  per  pound  and  will  have  to  sell  the  finished  product  in  c-ora|»etiti«»! 
with  imported  geranium  lakes  which  will  have  to  pay  exactly  the  same  nt:*- 
of  duty  as  our  raw  material.    The  manufacturer,  therefore,  gets  no  pr<»ie<ti«'' 
on  the  factory  labor,  oflJce  organization,  salaries,  increased  cost  of  doing  bad- 
ness, and  other  factors  which  are  considered  necessary  to  protect  United  Srnf»-« 
against  foreign  competition. 

We  could  give  you  numerous  other  instances  of  tlie  s!une  charaner,  hn* 
thought  it  best  to  give  one  typical  example. 

Now,  as  to  the  clause  in  section  501  to  the  effect  that  the  Secretary  <»f  tl- 
Treasury  shall  set  a  standard  of  strength  and  that  on  any  importatioo  '•: 
articles  that  exceed  such  standard  of  strength  a  special  duty  of  5  cenD<  [^ 
pound  shall  be  paid,  as  if  it  were  diluted  to  standard  of  strength,  the  sulit 
situation  with  regard  to  the  raw  material  here  applies  as  to  the  finish**? 
product.  If  the  standard  of  strength  set  is  a  high  one,  it  would  inure  to  tb» 
benefit  of  the  color  maker,  but  at  the  same  time  would  put  a  tremendous  flutj 
on  the  eosine  base,  which  is  the  color  lake  maker's  raw  material.  If,  on  tb< 
other  hand,  the  standard  set  is  a  low  one,  this,  of  course,  would  give  l*^ 
protection  to  the  nraker  of  eosine  base,  but  at  the  same  time  would  give  eiactl;. 
the  same  protection  to  the  finished  lake  color.  In  other  words,  automatically.  I' 
a  high  standard  were  adopted  for  the  color  base,  it  wonld  make  the  protertloc 
exactly  the  same  as  given  to  the  maker  of  the  raw  material.  Ton  will  readily 
see,  therefore,  that  this  protection  clause  is  of  absolutely  no  b«nefit  to  the 
manufacturer  of  lake  colors,  because  he  is  put  in  exactly  the  same  dass  a« 
the  manufacturer  of  his  raw  materials. 

We  want  to  state  in  concluding  that  we  have  given  yon  one  typical  Instance 
and  we  can  give  you  dozens  of  the  same  character  if  desired.  If  yon  wouI«i 
like  to  hear  from  us  as  to  what  we  believe  would  remedy  the  situation  ^^ 
will  be  very  glad  to  give  you  our  views  any  time  that  you  request  us  to  do  ». 

STATEMENT  OF  HE.  OEOROE  L.  TEEKASSE,  BEPEESEHTIirO  J.  S. 

YOUNG  &  CO.,  HANOVEE,  PA. 

Mr.  Terrasse.  At  Mr.  HafFner's  request  I  have  agreed  to  take  hi* 
place  and  practically  present  his  views  of  the  article*?  in  which  h** 
was  interested  and  speak  for  him,  representing  the  companie>  f«»r 
which  he  was  to  speak. 

Senator  McOrMBEK.  What  is  your  name  ? 

Mr.  Terrasse.  George  L.  Terrasse,  of  Hanover.  Pa.,  chemist  t** 
J.  S.  Young  &  Co.,  also  of  Hanover,  Pa. 

Senator  McCumber.  Proceed,  Mr.  Terrasse. 

Mr.  Terrasse.  In  making  any  comments  relative  to  paragraph  ^ 
I  am  authorized  to  speak  for  the  following  seven  individual  com- 
panies :  Imperial  Dyewood  Co.,  Lynchburg,  Va. ;  J.  D.  Lewis,  Provi- 
dence, E.  I. ;  Mac  Andrews  &  Forbes  Co.,  Camden,  N.  J. ;  Oakw  Manu- 
f acturing  Co.,  Long  Island  City,  N.  Y. :  Taylor-White  Extrtctimr 
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-^>.,  Camden,  N.  J.;  J.  S.  Young  &  Co.,  Hanover,  Pa.;  and  J.  S. 
f  oung  &  Co.,  Baltimore,  Md. 
Paragraph  36  of  the  House  bill  provides  an  ad  valorem  duty  of 
1  i>er  cent  on  dyewood  extracts  and  similar  materials,  and  in  peti- 
ioning  your  committee  we  ask  if  it  is  possible  and,  in  your  judgment, 
vise  that  that  11  per  cent  item  be  raised  to,  if  we  may  so  presume, 
ipproximately  25  per  cent;  and  we  likewise  make  a  very  simple  and 
>epcific  request  that  the  word  "  sumac "  be  inserted  in  there,  which 
las  always  been  inserted  in  all  tariff  acts,  irrespective  of  what  the 
rate  of  duty  be;  as  to  the  reason  for  its  omission  I  can  not  speak. 
It  is  provided  for,  of  course,  in  the  general  statement  which  follows, 
Uut  there  is  no  specific  mention  of  that  particular  extract. 

In  asking  for  an  increase  from  the  11  to  the  25  per  cent  ad  valorem 
rate,  I  would  call  your  attention  to  the  fact  that  the  industry  is  strictly 
an  American  industry.  It  had  its  birth  back  in  1796;  in  other  words, 
it  has  been  in  existence  over  100  years,  and  since  then  there  has  been 
a  continuous  production  of  these  materials  in  this  country,  and  in 
spite  of  this  age  and  in  spite  of  the  constant  effort  in  recent  years 
other  than  the  war  years  tnere  has  been  no  very  perceptible  increase 
in  the  amount  of  the  industry.  The  war  period,  of  course,  stimulated 
it  enormously ;  in  other  words,  the  industry  prior  to  the  war  did  not 
hold  its  own.  Its  tariff  protection  has  been  on  the  down-grade;  in 
other  words,  there  was  a  specific  duty  of  seven-eighths  'of  a  cent  per 
pound  in  the  1913  act,  which  was  cut  to  three-eighths  in  the  current 
act  of  the  pound  specific^  and  some  of  the  articles  now  mentioned  and 
included  in  the  House  bill  at  11  per  cent  ad  valorem  were  absolutely 
on  the  free  list. 

In  1914,  prior  to  the  war,  there  was  a  production  of  29,000,000 
pounds  of  (fyewood  extracts,  valued  at  only  a  little  over  $1,800,000, 
and  there  was  imported  during  the  years  1915, 1916,  and  1917---during 
the  war  years — a  large  total  of  120,000,000  tons  of  crude  wood,  cor- 
responding to  60,000.000  pounds  of  extract  for  these  years. 

In  other  words,  tne  output  of  Wgwood  and  similar  extracts  was 
tripled.  The  great  aid  given  by  tibese  natural  colors  and  similar 
colors  during  the  war  period  is  thus  very  strikingly  shown. 

So  far  asthe  extracts  of  logwood  is  concerned,  there  is  no  synthetic 
color  yet  produced  which  equals  it  for  certain  specific  work  in  points 
of  fastness  to  light,  and  to  brilliance,  to  depth  of  shade,  and  to  wash- 
ing. Moreover,  during  the  war  period  there  was  a  distinct  step  for- 
ward, and  which  had  practically  reached  f  niition  in  that  the  waste  of 
this  material  was  being  turned  into  acetate  of  lime  and  acetone,  and 
it  began  to  provide  a  second  series  of  supply  over  the  ordinary  sources 
for  acetate  of  lime  and  acetone  in  the  production  of  those  important 
war  commodities  such  as  acetone  and  acetic  acid. 

In  re^rd  to  the  men  employed  in  the  industry  as  a  whole,  it  is  not 
a  large  mdustry.  If  you  tcike  the  paper,  one  item,  the  logwood  indus- 
try would  not  employ  more  than  500  men ;  so  that  we  are  not  a  major 
factor  even  in  the  dye  business,  and,  of  course,  by  no  means  a  giant  in 
the  industrial  world. 
Senator  McLean.  Where  is  your  business  located  ? 
Mr.  Terbabse..  The  extract  plants — the  seven  which  I  represent  and 
for  which  I  am  talking — are  located,  one  at  Providence,  E.  I.,  one  at 
Long  Island  City,  one  at  Camden,  N.  J.,  one  at  Baltimore,  Md.,  one 
at  Chester,  Pa.,  one  at  Lynchburg,  Va.,  and  one  at  Hanover,  Pa. 
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The  average  hpurs  of  labor  in  the  industry  in  America  is  mor? 
than  the  average  hours  of  labor  from  competing  sources.  We  hav* 
nominally  8^  to  a  9  hour  schedule.  In  Britain  the  labor  hours  a« 
longer,  and  in  France  longer  still,  and  from  one  of  our  main  sounds 
of  competition,  the  West  Indies,  the  hours  of  labor  are  practicallr 
from  sun  to  sundown. 

In  addition  to  this,  if  you  take  it  even  on  prewar  standards  ^f 
wages,  the  American  wages  were  higher  than  at  any  of  the  points 
just  mentioned,  and  during  the  war  in  active  competition  the  present 
American  wage  rate  of  approximately  35  to  40  cents  per  hour  for 
ordinary  labor  sounds  very  generous  compared  to  the  peon  rate  of 
wage  in  the  West  Indies  of  about  that  much  per  day;  and  that  is 
not  an  exaggeration,  because  that  fi^re  has  recently  been  confirm€<J 
through  the  Consular  Service  in  Haiti. 

If  we  approach  it  from  purely  patriotic  motives,  during  the  var 
period  the  industry  provided  in  the  extract  of  oak  bark  lare« 
amounts  of  yeUows  for  both  the  American  and  the  British  market, 
going  directly  into  the  khakis  and  olive  drabs  of  both  these  men- 
tioned allies.  So  that  from  that  angle  the  industry  served  during 
the  early  stages  of  the  war  a  very  splendid  use,  long  before  the  | 
synthetic  industry  had  a  chance  to  get  its  first  lease  of  life. 

In  connection  with  asking  for  the  increase  from  the  11  per  cent 
ad  valorem  to  about  the  25  per  cent  ad  valorem,  we  have  scanne-l 
roughly  the  average  prevailing  ad  valorem  rate  in  the  chemical 
scheme  of  the  House  bill  as  it  reaches  the  Senate,  and  it  is  no 
exaggeration  to  say  that  in  nearly  all  cases  the  average  ad  valorem 
rate  there  has  been  fixed  at  25  per  cent,  which  we  consider  none  too 
high;  and  in  the  synthetic  color  goods  it  has  been  fixed  at  35  per 
cent  plus  specific.  We  thoroughly  agree  with  our  competitors,  thf 
synthetic  color  men,  and  congratulate  them  on  that  figure.  We  lie- 
lieve  it  is  none  too  big.  But  in  comparison  with  that  the  nrtber 
small  item  of  11  per  cent  as  against  the  85  per  cent  and  a  7  per  cent 
specific  it  looks  rather  small. 

Senator  McLean.  What  is  the  present  rate? 

Mr.  Terrasse.  The  present  rate  on  some  of  the  extracts  men- 
tioned in  that  paragraph  is  three-eights  of  a  cent  of  a  pound  8pe<Mfi'' 

Senator  McLean.  What  would  be  the  equivalent  acl  valorem^ 

Mr.  Terrasse.  The  equivalent  ad  valorem  would  depend  entinh 
upon  the  market  price,  of  course,  of  the  article  in  question,  beoau.-v 
the  articles  vary.  If  you  should  take  a  concrete  case.  Senator, 
within  the  last  few  days  one  of  the  articles  mentioned  in  that  para- 

?raph  was  purchased  by  me  at  44  cents  per  pound.  New  lork. 
he  11  per  cent  ad  valorem,  at  lU  cents  per  pound,  gives  you  rouphh 
under  a  half  cent  a  pound  specific. 

Senator  SrrrHERi.AND.  Four  and  one-half  cents  ner  pound  ! 

Mr.  Terrasse.  That  was  the  purchasing  price  x.  o.  b.  N«w  York 
and  11^  per  cent. 

Senator  Sutherland.  You  said  11  cents  per  pound. 

Mr.  Terrasse.  That  was  my  mistake.  Thank  you  for  corrpctine 
me;  in  that  si)ecific  instance  it  would  bring  the  present  coUertiW'* 
duty  on  that  article  under  a  half  cent  per  pound,  which  is  under 
thespecific  rate  provided  in  the  tariff  act  of  1918. 
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Senator  MdiBAK.  What  was  the  rate  in  the  Payne- Aldrieh  bill, 
do  YOU  know  f 

Mr.  Tebrasse.  If  my  memory  serves  me  right,  it  was  also  about 
seven-eighths  of  1  cent  per  pound  specific.  It  is  that,  in  any  event, 
in  the  1913  act. 

Senator  McLean.  Why  did  they  change  from  specific  to  ad  valo- 
rem? 

Mr.  Tebrasse.  The  tendency  of  the  House  has  been — and  I  can  not, 
of  course,  speak  for  the  Ways  and  Means  Committee — the  direction 
of  a  change  from  specific  to  ad  valorem. 

Senator  McLean.  I  did  not  know  but  what  some  reason  might 
have  been  advanced  in  the  hearin/^. 

ilr.  Terrasse.  I  heard  no  specific  reasons  why  the  tan  extracts 
and  tan  wood  extracts  was  shifted  from  specific  to  ad  valorem  duty. 
I  would  like  to  ask  the  committee's  permission  to  file,  in  line 
with  the  statements,  printed  copies  of  a  brief  which  will  put  the 
material  in  a  little  more  presentable  form  than  just  submitted  orally. 
Senator  McLean  (reading) .  That  privilege  will  be  granted.  Any 
brief  you  may  file  ^iil  be  printed  in  the  record.    Is  that  all  ? 

Mr.  Tebrasse.  There  are  here  two  men  likewise  associated  with 
me  in  this  industry,  and  I  would  like,  Mr.  Chairman,  to  Mr.  Packer 
and  Mr.  Geddes  make  brief  statements. 
Senator  McLean.  Are  they  interested  in  this  subject  of  yours  ? 
Mr.  Tebrasse.  Their  interests  are  ours,  or  our  intersts  are  theirs. 
Senator  McCumber  (presiding).  The  committee  makes  out  a  list 
of  all  the  names  received  here  in  a  given  time.    Therefore,  if  we 
deviate  from  that  list,  we  will  have  to  ask  them  to  be  very  brief  in 
order  that  wo  may  get  through  with  the  others. 

Mr.  Terrasse.  I  think,  Mr.  Chairman,  the  two  men  just  mentioned 
will  be  very  brief,  and  they  will  be  present  primarily  to  answer  any 
questions  which  the  committee  may  see  fit  to  ask.  ♦ 

Senator  McCttmber.  Very  well ;  you  may  call  them. 

STATEMENT   OF  HE.   WILLIAM  B.   PACEEB,   TBEASUBER  J.   S. 

YOIJNO  CO.,  BALTIMORE,  MB. 

Mr.  Packer.  I  do  not  know,  Mr.  Chairman,  that  I  can  say  much 
more  than  Mr.  Terrasse  has  said.  He  has  covered  it  quite  thoroughly. 
I  can  substantiate  the  labor  fibres  in  the  West  Indies,  as  I  was  there 
on  two  occasions  and  know  that  the  labor  down  there  will  run  35  to 
possibly  65  cents  a  day,  depending  on  the  men;  and  they  work  from 
sunrise  to  sunset,  whereas  in  our  Baltimore  factory  our  lowest  wage 
is  40  cents  an  hour,  and  the  equivalent,  of  course,  would  be  $4.80  a 
day,  which  is  over  eight  times  the  wage  paid  in  either  Haiti  or 
Jamaica. 

The  quantity  of  material  used  in  the  particular  factory  in  Balti- 
more is  not  so  terribly  large  compared  with  the  quantity  used  in 
Chester.  We  use  8,000  to  10,000  tons  of  logwood  a  year,  l^hat  is  all 
I  have  to  say. 

Senator  McCdmber.  The  committee  is  much  obliged  to  you,  Now, 
we  will  hear  the  other  gentleman.    Your  name,  please. 

807ia-^21— PT  4 5 
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STATEMENT  OF  ME.  L.  L.  OEBDES,  EEFSESEITEINO  MOBBOS  i 
FOSBES  CO.,  200  FIFTH  AVENirE,  NEW  TOBE,  N.  T. 

Mr.  Geddes.  My  name  is  L.  L.  Geddes.  I  represent  Monroe  i 
Forbes  Co.,  200  Fifth  Avenue^  New  York,  with  factories  at  Cam- 
den, N.  J. 

I  would  like  to  corroborate  what  Mr.  Terrasse  has  said  in  relation 
to  this  proposed  tariff,  but  I  would  like  to  supplement  his  remarb 
that  in  pointing  out  in  comparison  with  the  aniline  industries,  the 

Srotection  asked  for  is  quite  moderate  and  modest.  The  aniline  in- 
ustry  is  a  new  industry  practically,  and  it  is  being  suggested  that  it 
be  protected  by  an  ad  valorem  of  35  per  cent  plus  7  cents  per  pound, 
whereas  the  logwood  industry,  which  I  represent,  is  an  old  industry, 
and  25  per  cent  ad  valorem  is  not  too  much  to  ask  in  the  way  of  pro- 
tection. 

Senator  McCumber.  Wlien  you  speak  of  ad  valorem,  you  have 
reference  to  the  American  valuation! 

Mr.  Geddes.  To  the  American  valuation.  There  is  nothing  more 
1  have  to  add.    Mr.  Terrasse  has  covered  the  ground  thoroughly. 

Senator  McCumhbr.  Thank  you  very  much. 

We  will  now  hear  Mr,  J.  HL  "Power. 


STATEKENT  OF  MB.  J.  H.  POWEB,  BEPBESENTINa  SHAWnriOAH 
PBOBTTCTS  CO.,  SOTTEHEBN  BTnLDING,  WASHINGTON,  D.  C. 

Mr.  Po\i*£R.  Mr.  Chairman,  we  are  interested  in  paragraphs  1,  -. 
and  15,  and  I  have  not  my  witnesses  here  to  make  a  brief  statement 
and  later  to  file  a  brief  in  connection  with  it.  I  would  first  call  Mr. 
V.  G.  Bartram,  in  connection  with  paragraphs  1  and  2. 

STATEMENT  OF  MB.  T.  0.  BABTBAM,  BEPBESEHTING  SHAWHI* 
GAN  PBODTTCTS  CO.  AND  NEW  YOBK  PBODUCIS  COBPOBAHOI. 
NEWTOBK. 

Mr.  Babtram.  We  are  filing  a  brief  with  reference  to  tariff  item 
No.  1,  page  2,  acetic  acid.  In  the  interests  of  the  Canadian  Electr- 
Products  Co.  at  the  present  time  we  are  distributors  in  the  Fnitei 
States  of  glacial  acetic  acid. 

In  the  first  place,  gentl^nen,  before  I  go  into  the  details  of  thi^ 
brief,  I  beg  to  call  your  attention  to  the  trade  relations  between  the 
Dominion  of  Canada  and  the  United  States,  Canada,  as  is  well 
known  bv  statistics,  is  our  biggest  cust(«ier,  purchasing  during  the 
last  financial  vear  over  $SlXX\iXH),tXX)  worth  ot  goods  in  the  I  niteil 
States  and  selling  in  return  slightly  under  ^400«000,000  worth,  (>f 
which  over  a  hundred  and  eightv-one  dollars^  worth  were  agricul- 
tural products  at  present  excludes)  under  the  emergency  tariff. 

In  order  to  enable  the  Canadian  industry  to  continiie  to  purchtse 
in  this  market  some  arraniTBaient  should  be  made  wlierebj  the 
Canadian  manufacturer  can  ilispose  of  some  of  his  fini^ed  materialfr 
in  return.  In  many  industries  in  Canada  we  buy  the  greater  portion 
of  our  raw  materials  in  the  Unitetl  States^  and  in  retam  sell  only 
to  this  market  a  small  percentage  of  the  finished  product. 
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This  remark  applies  particularly  to  the  one  subject  that  I  am 
going  to  mention — glacial  acetic  acid,  in  addition  to  the  other  items 
under  the  other  tariff  reference  referred  to  by  Mr.  Power. 

In  the  proposed  new  tariff  on  acetic  acid  of  2  cents  a  pound  this 
would  absolutely  exclude  Canadian  competition. 

The  United  States  Tariff  Commission  during  their  investigation 
of  the  wood  chemical  industry  made  a  thorough  and  complete  sur- 
vey of  the  wood  chemical  industry  as  a  whole,  and  we  have  reason 
to  believe  that  they  have  fully  satisfied  themselves  as  to  the  fairness 
of  the  competition  offered  the  wood  chemical  industry  by  the  syn- 
thetic acid  produced  in  Canada  by  the  Canadian  Electro  Products 
Co.,  at  Shawinigan  Falls.    By  the  method  of  production  used  at  the 
Canadian  plant,  acetic  acid  is  produced  in  tiie  first  distillation  of 
ninety-nine-one  hundredths  per  cent  strength.     This  grade  being 
known  to  the  trade  as  glacial  acetic  acid.    i5y  the  older  method  of 
production  from  acetate  of  lime,  the  various  weaker  grades  of  acid 
are  first  produced,  which  are  then  redistilled  in  order  to  brin^  them 
to  the  concentrated  strength  required  to  meet  glacial  specifications  of 
ninety-nine-one-hundredtiis  per  cent.    Owing  to  this  method  of  pro- 
duction many  of  the  producers  in  the  United  States  have  a  very 
limited  production  of  glacial  acetic  acid,  the  greater  proportion  of 
acetic  acid  made  from  acetate  of  lime  being  sold  in  tlie  weaker 
strengths  as  required  by  the  greater  bulk  of  the  users  in  the  United 
States  who  demand  28,  56,  60,  70,  and  80  per  cent  acetic  acid.  ' 

For  the  production  of  many  of  the  finer  dyes,  cliemicals,  artificial 
silk,  cellulose  acetates,  and  many  other  products,  high  grade  glacial 
acetic  acid  of  absolute  purity  and  uniformity  of  strength  is  required. 
ITie  recent  great  strides  of  the  dye  and  chemical  industries  in  this 
country  have  naturally  been  in  advance  of  the  increase  in  the  pro- 
duction of  the  glacial  grade  of  acetic  acid,  so  that  there  will  be  under 
normal  conditions  of  operation  a  shortage  of  this  particular  grade. 
In  order  to  enable  the  American  dye  and  chemical  producers  to 
meet  foreign  competition  and  hold  their  place  in  the  world's  export 
markets  glacial  acetic  acid  should  be  made  readily  available  in  lar^e 
quantities  without  restriction  and  for  these  reasons  if  it  is  still 
considered  necessary  to  protect  the  wood  chemical  industry  by 
applying  a  duty  on  the  lower  grades  of  acetic  acid,  glacial  acetic 
acid,  wmch  is  so  essential  to  the  production  of  dyes  and  chemicals, 
should  be  admitted  duty  free. 

Another  reason  why  the  synthetic  acetic  acid  produced  at  Shaw- 
inigan Falls  should  not  be  discriminated  against  is  the  fact  that  it 
has  been  proved  in  the  past  that  the  absolute  purity  of  this  acid 
renders  it  specially  suitable  for  the  production  of  acetic  anhydride 
and  acetanilid,  two  of  the  most  important  basic  chemicals,  and  in- 
formation to  this  effect  has  been  placed  before  the  United  States 
Tariff  Commission  by  the  manufacturers  concerned. 

Another  important  donsideration  is  the  question  of  hardwood  sup- 
plies available  in  this  country.  Any  great  increase  in  the  consump- 
tion of  wood  for  the  production  of  wood  chemicals  by  the  wood 
distillation  process  will  further  tend  to  rapidly  deplete  our  forest 
raerves.  The  ^at  increase  in  the  demand  for  wood  chemicals  dur- 
ing the  war  period  has  resulted  in  the  total  depletion  of  the  readily 
available  supplies  adjacent  to  points  of  proauction  so  that  wood 
supplies  now  nave  to  be  obtained  in  out-of -way  places,  great  distances 
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from  the  plants  where  distillation  takes  place.  This  fact  naturallv 
is  bound  to  materially  increase,  as  time  goes  on,  the  cost  of  operations 
and  seriously  interfere  with  the  economical  production  of  many  of 
the  dyes  ana  chemicals  now  so  necessary  in  the  everyday  life  of  this 
country. 

The  price  of  acetic  acid  is  governed  by  the  base  price  of  acetau 
of  lime,  and  it  is  a  well-known  fact  that  acetate  of  lime  has  been  for 
years  past  a  closely  controlled  commodity.  As  the  cost  of  acetate 
of  lime,  for  the  reasons  above  mentioned,  increases,  acetic  acid  of 
all  grades  will  increase  in  a  like  proportion.  As  a  matter  of  fact  it 
is  Quite  possible  the  cost  of  acetic  acid  will  increase  owing  to  tlw 
inefficient  methods  of  production  now  in  force  in  the  United  States, 
greatly  in  excess  of  any  proportionate  increase  in  the  basic  price  <»f 
acetate  of  lime.  The  wooa  chemical  industry  is  one  of  the  oldest  estab- 
lislied  industries  in  the  United  States,  and  like  all  other  industries 
which  are  based  on  natural  resources  and  used  in  their  natural  crude 
form^must  feel  the  effects  of  depletion  of  their  source  of  sui>ply.  This 
fact,  in  addition  to  the  proposed  protection  afforded,  will  greatly 
tend  to  increase  prices  and  prevent  the  American  producer  from 
exercising  every  possible  economy  unless  competition  from  Canada 
is  permitted. 

Acetic  acid  is  one  of  the  basic  chemicals  and  has  a  wide  field  <>f 
application,  beinfif  used  in  many  industries,  includinfir  dyes,  chemicals, 
pamt  and  color,  laundry  trade,  foodstuffs,  insecticides,  and  so  forth. 
The  excluding  through^a  prohibitive  tariff  of  the  Canadian  pnHiu«i 
in  this  fields  especially  as  far  as  the  glacial  grade  is  concerned,  will 
tend  to  increase  costs  to  the  manufacturers  of  these  various  lines  an>i 
will  result  in  the  ultimate  consumer  having  to  pay  more  for  m%h} 
commonly  used  and  staple  materials. 

There  are  no  producers  of  synthetic  acetic  acid  in  the  Unit***! 
States,  nor  is  there  any  immediate  prospect  of  this  product  beiiur 

Produced  from  acetylene  gas  synthetically,  as  is  now  being  done  it 
'anada.  To  {penalize  the  consumer  and  especially  to  place  our  dje 
and  chemical  industries  at  a  distinct  disadvantage  in  meeting  for- 
eign competition  by  placing  this  proposed  duty  on  acetic  acid,  in 
view  of  the  fact  that  this  duty  will  exclude  Canadian  competition 
and  therefore  produce  no  revenue,  spems  hardly  justified.  Many 
ct>mpetent  authorities  predict  that  this  older  method  of  produrti<'n 
fn>m  acetate  of  lime  will  in  course  of  time  be  entirely  replaced  l-v 
the  synthetic  proce?^  This  point  of  view  can  be  readily  appreciate'  i 
owing  to  the  scarcity  of  hardwooil  supplies  and  the  distance  of  thf 
present  a^'ailable  supplies  from  points  of  manufaotnr^,  the  cost  <>f 
handling  and  transporting  the  wood  to  the  di>rillation  plants,  e**' 
Ex|x>rt$  pre^iict  that  within  the  next  15  or  i>^  years;,  at  the  presem 
rate  of  ixuisumption.  the  hardwood  <npply  of  th:s  country  will  ** 
nearly  dorletod.  This.  theref\>iv.  me^n<  thut  in  the  meantime  thr 
consumer  will  he  j^n:ilizeTl  to  the  extent  of  the  pnHect'on  sriv^n  i- 
the  rate  of  duty  propose*!  in  tariff  1  ill  H.  R  T+54f>  entirely  exrla«^<^ 
anv  p<ig5?ibV?  vX^mf^tition. 

In  <npp^^rt  of  si^me  of  tVese  statemerts  1  w.»  ],i  Hke  to  r^frr  th^ 
ccmraittee  to  the  <!:r\ey  of  t*io  woo^l  /'v  niK^nl  :r  iu>try  Ky  the  Tariff 
Oom^^^^s)on.  whorein  r.,xar  *  -^^  w»^'  are  Biert;«'r*tl  in  my  hri^^ 
wui  b^  conrinned. 
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Senator  McOdmber.  You  can  insert  in  the  testimony  such  parts 
of  it  as  you  desire. 

Mr.  Baktram.  That  will  be  inserted  by  the  stenographer,  I  pre- 
2»ume  ? 

Senator  McCumber.  Yes. 

Senator  Dillingham.  Mark  the  portions  that  you  desire  to  put  in. 

Mr.  Bartram.  I  have  marked  them.  . 

(The  brief  referred  to,  toother  with  the  marked  portions  of  the 
survey  by  the  tariff  commission  of  the  wood  chemical  industry,  will 
appear  at  the  end  of  Mr.  Bartram's  statement.) 

Mr.  Bartram.  With  reference  to  the  last  paragraph,  on  page  2 
of  the  bill,  I  desire  to  refer  to  acetaldehyde,  par^dehyde,  aldol  of 
acetaldol  and  aldehyde  ammonia,  covered  by  part  of  paragraph  2  of 

This  paragraph  recommends  a  duty  of  6  cents  per  pound  a^nd  30 
per  cent  ad  valorem  on  the  products  mentioned. 

We  are  filing  a  brief  with  the  committee  in  which  we  set  out  that 
under  the  present  existing  tariff  the  duty  is  15  per  cent.  The  pro- 
posed duty  will  exclude  all  imports.  Furthermore,  there  are  no 
producers  of  these  chemicals  in  commercial  quantities  in  the  United 
States,  and  all  of  the  materials  mentioned  which  have  so  far  been 
used  commercially  have  been  imported  by  us  from  Canada. 

I  would  just  like  to  mention  that  these  chemicals,  until  recent  new 
developments,  were  unknown  before  the  war  and  before  the  Canadian 
company  produced  them  in  commercial  quantities,  being:  used  solely 
for  experunental  work  and  pharmaceutical  purposes.  They  are  now 
being  successfully  applied  in  the  rubber  industry,  in  the  manufacture 
of  synthetic  extracts,  the  manufacture  of  dyes,  in  phenol  condensa- 
tion products,  or  synthetic  resins,  and  so  forth,  in  the  manufacture  of 
synthetic  perfumes,  and  in  the  manufacture  of  aldol.  It  is  now 
lieing  investigated  by  the  copper  interests  of  the  United  States  for 
use  in  their  ore  concentration  processes.  This  brief  covers  the  whole 
matter  fully,  and  I  would  like  to  file  it  for  the  committee's  considera- 
tion. 

Senator  McCxtmber.  It  will  be  printed. 

Mr.  Bartram.  If  the  committee  desires  any  information,  I  have 
a  chemist  here  who  is  interested  in  the  rubber  industry. 

(The  briefs  referred  to  and  submitted  by  the  witness,  together 
with  the  extracts  of  the  tariff  conunission's  survey  of  the  wood 
chemical  industry,  are  here  printed,  as  follows:) 

Acetic  Acn>. 
[Tariff  bill,  H.  R.  7456,  p.  2,  part  of  par.  1.] 

The  above  reference  provldc-s  for  a  duty  of  2  cents  per  pound  on  glacial 
acetic  acid.  In  this  brief  we  give  reasons  which  we  believe  will  warrant  on 
careful  consideration  the  elimination  of  the  proposed  duty  on  this  product. 

The  United  States  Tariff  Commission  during  their  investigation  of  the 
V(»od  chemical  industry  made  a  thorough  and  complete  survey  of  the  wood 
chemical  industry  as  a  whole,  and  we  have  reason  to  believe  that  they 
have  fully  satisfied  themselves  as  to  the  fairness  of  the  competition  offered  the 
wood  chenical  industry  by  the  synthetic  acetic  acid  produced  in  Canada  by  the 
Canadian  Electro  Products  Co.,  at  Shawingan  Falls.  By  the  method  of  pro- 
dQction  used  at  the  Canadian  plant  acetic  acid  is  produced  in  the  first  distilla- 
tion of  99  to  100  per  cent  strength,  this  grade  being  known  to  the  trade  as  glacial 
ftcetic  add.  By  the  older  method  of  production  from  acetate  of  Ihue.  the 
various  weaker  grades  of  add  are  first  produced,  which  are  then  redistilled 


256  TARIFF — CHEMICAL  SCHEDULE. 

in  order  to  brin^i:  them  to  the  concentrated  strength  required  to  meet  slacU 
specifications  of  d9  to  100  per  cent.  Owing  to  this  method  of  productioD,  mug 
of  tlie  producers  in  the  United  States  have  u  very  limited  production  of  giadij 
acetic  acid,  the  greater  proportion  of  acetic  acid  made  from  acetate  of  Uv 
being  sold  in  the  weaker  strengths  as  required  by  tlie  greater  bulk  of  till 
users  in  the  United  States,  who  demand  28,  56,  60,  70,  and  80  per  cunt  aefltti 
acid. 

For  the  production  of  many  of  tlie  finer  dyes,  chemicals,  artificial  ffl^ 
cellulose  acetates,  and  many  otlier  products,  high-grade  ^c:al  acetic  mM 
of  absolute  purity  and  uniformity  of  strength  is  required.  The  recent  gnil 
strides  of  the  dye  and  chemical  industries  in  thlH  country  have  naturally  beai 
in  advance  of  the  increase  in  the  production  of  the  glacial  grade  of  acetic  adil 
so  that  there  will  be  under  normal  conditions  of  operation  a  shortage  of  tbk 
particular  grade. 

In  order  to  enable  the  American  dye  and  chemical  producers  to  meet  foreia 
competition  and  hold  their  place  in  the  world's  export  markets,  gladiil  acetic 
Mcid  should  be  made  readily  available  in  large  quantities  without  restrictiOL 
and  for  these  reasons  if  it  is  still  considered  necessary  to  protect  the  wood 
chemical  industry  by  applying  a  duty  on  the  lower  grades  of  acetic  add, 
glac'nl  acetic  acid  which  is  so  essential  to  the  prodution  of  dyes  and  chemicill 
should  be  admitted  duty  free. 

Another  reason  why  the  synthetic  acetic  acid  produced  at  Shawinigan  Filll 
should  not  be  discriminated  against,  is  the  fact  that  it  has  been  proved  li 
the  past  that  the  absolute  purity  of  this  acid  renders  it  specially  suitable  for 
the  production  of  acetic  anhydride  and  acctanilid.  two  of  the  most  important 
basic  chemicals,  and  information  to  Urs  effect  has  been  placed  before  tke 
United  States  Tariff  Commission  by  the  manufacturers  concerned. 

Another  important  considerat  on  is  the  question  of  hardwood  supplies  avill- 
able  n  this  I'ountry.  Any  great  increase  in  the  consumpt'on  of  wood  for  the 
production  of  wooil  chemicals  l)y  the  wood  distillation  process  w'll  further  tend 
to  rapidly  deplete  our  forest  rest^rves.  The  great  increase  in  the  demand  for 
wood  (rhemicals  during  the  war  iierlod  lias  resultetl  in  the  total  depletion  of 
the  readily  ava'lable  suppres  adjacent  to  points  of  production,  so  that  wood 
supples  n«w  have  to  be  obtaineil  in  out-of-way  plac»es,  great  d'8tanc€»s  fromtte 
plants  where  distillation  takes  place.  This  fact  naturally  is  bound  to  mt- 
terally  increase,  as  time  goes  on,  tlie  cost  of  operations  and  seriously  interte* 
with  the  economical  pro<luction  of  many  of  the  dyes  and  chemicals  now  m 
nect»ssar>'  in  the  everyday  life  of  th's  country.  The  price  of  acetic  acid  ii 
governed  by  the  base  pr'ce  of  acetate  of  lime,  and  it  is  a  well-known  fact  tint 
acetate  of  lime  has  been  for  years  past  a  closely  controlled  commo<lity.  As  tlie 
co.*5t  of  acetate  of  lime,  for  the  reasons  above  mentioned,  increases,  acetic  add 
of  all  grades  will  increase  in  a  like  proportion.  As  a  matter  of  fact,  it  is  quite 
jKissible  the  cost  of  acetic  ac  d  will  inci'easc.  owinc:  to  the  inefficient  methods  o^ 
prtxlui'tion  now  in  force,  in  the  United  States  greatly  in  excess  of  any  proper 
tlonate  increase  in  tlie  basic  price  of  acetate  of  lime.  The  w(kk1  cliem'cal  1* 
iliistry  is  one  of  the  oldest  <^tablished  Industries  in  the  Ignited  States,  and  Ilk* 
all  otli<»r  industries  wlricrli  are  based  (m  natural  resources  and  used  in  theii 
natural  crude  form,  must  1Vh»1  vlie  effects  of  depletion  of  their  source  of  supply 
This  fact,  in  ad<liti<Mj  to  the  i>ropc»se<l  protection  affonUnl,  will  greatly  tend  t< 
increase  jM-ices  ami  i>rev(»nt  the  American  producer  fnun  exercising  ever 
ix»ss  ble  (K'ononiy  unless  competition  from  Canada  is  permitted. 

Acetic  acid  Is  one  of  the  basic  chiMuicals  aiul  lias  a  wid«»  ileld  of  appli<'ntloi 
beiiiLT  used  in  many  industries,  includinjr  dyc^s.  chemi<'als.  ]>aiiit  and  oolo 
laundry  trade.  fiMxistutTs.  in.<ecti<'i(les,  etc.  The  excludinj:  thnmgh  a  p"*' 
hihitive  tarilT  of  tlie  Canadian  product  in  this  field,  espiu-ially  as  far  as  tl 
^laelnl  grade  is  concerned,  will  tend  to  increase  costs  to  the  maimfactnrP' 
of  these  various  lines  jnul  will  result  in  the  ultimate  <'onsumer  having  to  p^ 
more  for  many  commonly  used  ami  staple  materials. 

There  are  no  producers  of  synthetic  acetic  acid  in  the  T'nited  States.  !•' 
is  there  any  Inunediate  prosiKMt  of  this  prodnct  bein-z  pnxluced  from  atvtylc*^ 
gas  synthetically,  as  Is  now  beini;  done  In  Canada.  To  i>enalize  the  consnai^ 
jmil  esj)o<'lally  to  place  <Mir  dye  and  chendcal  industries  ai  a  ilistlnct  diitf* 
vantage  in  nie<»tlnir  foreign  c«)mpetition  by  ]>la<ing  this  pr<»iM»se<l  duty  on  an*^ 
n<'i«l.  In  view  of  the  faci  that  thi»<  duty  will  exclud«»  Canadian  competition  a' 
therefore  produce  no  revenue,  seems  hanlly  justified.  Many  comivtent  J* 
thorltles  i>redi«-t  that  this  old«»r  method  of  prmluctfon  from  at^tate  of  Un 
will  in  course  of  time  be  entirely  replaccNl  by  the  synthetic  pr»K»ess.    This  pol 
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of  riew  can  be  readily  appreciated,  owing  to  the  scarcity  of  hardwood  supplies 
and  the  distance  of  the  present  available  supplies  from  points  of  manufacture, 
th«*  cost  of  handling  and  transporting  the  wood  to  the  distillation  plants,  etc. 
Experts  predict  that  within  the  next  15  or  20  years  at  the  present  rate  of 
<."onsumption  tlie  hardwood  supply  of  this  country  will  be  nearly  depleted. 
This  therefore  means  that  In  the  meantime  the  consumer  will  be  penalized  to 
tlie  extent  of  the  protection  given,  as  the  rate  of  duty  proposed  in  tariff  bill 
H.  R.  7455  entirely  excludes  any  possible  competition. 

We  present  these  facts  to  you  for  the  careful  consideration  of  your  honorable 
<ommittee  and  feel  sure  that  in  view  of  the  situation  you  will  unanimously 
ajtree  that  acetic  acid,  glacial,  should  be  left  on  the  free  list  as  at  present. 

ACETAIJ>EHYDE,    PABALDEHTDE,    ALDOL,,    OR   ACETALDOL,    AND   AXDEHYDE   AmMONIA. 

[Tariff  bill,  H.  R.  7456,  p.  8,  part  of  par.  2.] 

The  above  reference  recommends  a  duty  of  6  cents  per  pound  and  30  per  cent 
ad  valorem  on  the  products  above  mentioned. 

In  this  brief  we  give  reasons  which  we  believe  fully  substantiate  our  claim 
that  this  duty,  were  it  enforced,  would  prevent  imports  and  thereby  not  produce 
revenue. 

Under  the  existing  tariff  these  products  are  dutiable  at  15  per  cent  ad  valorem 
under  section  5,  which  covers  all  chemicals  and  medicinal  compounds  not 
specially  provided  for. 

No  acetaldebyde  or  commercial  paraldehyde  and  consequently,  owing  to  the 
tact  that  these  two  additional  products  are  based  on  aldehyde,  no  aldol  or  alde- 
hyde ammonia  are  at  present  manufactured  on  a  commercial  scale  in  the 
United  States.  Prior  to  the  war  these  chemicals  were  only  known  to  the 
ihemists  in  a  small  way,  being  used  solely  for  experimental  work  and  pharma- 
ceutical purposes.  Owing  to  the  war  demand  for  acetone  and  acetic  acid, 
a  process  was  developed  on  a  commercial  scale  for  the  manufacture  of  these 
products  from  acetylene.  The  first  stage  of  this  process  consists  of  the  manufac- 
ture of  acetaldebyde  from  acetylene  gas,  the  pure  acetaldebyde  then  being 
esidlzed  to  acetic  acid,  then  decomposed  to  acetone.  This  latter  stage  of  the 
process,  however,  is  not  a  commercial  proposition  under  normal  market  condi- 
tions because  of  the  cost  of  production  of  acetone  by  this  method.  There  are 
no  manufacturers  of  these  products  from  this  process  in  the  United  States. 
This,  therefore,  also  proves  that  neither  aldol  nor  aldehyde  ammonia,  which  are 
made  from  acetaldebyde,  are  produced  in  commercial  quantities  in  the  United 
States. 

An  investigation  on  the  part  of  our  various  customers  who  had  to  obtain 
liivnses  covering  the  importation  of  acetaldebyde  and  commercial  panildehyde, 
under  the  existing  emergency  tariff,  which  prohibits  the  importation  of  syn- 
thetic chemicals  except  under  license  has  proved  that  neither  of  these  products 
<iin  l>e  obtained  in  commercial  quantities  in  the  United  States.  All  imports  of 
thpse  materials  have  been  received  from  Canada,  where  there  is  a  large  produc- 
tion made  by  the  process  above  descrlbe<l  at  the  plant  of  the  Canadian  Electro 
Products  Co.,  Shawlnigan  Falls,  Quebec.  Through  this  plant  having  ma<le  avail- 
«h!e  supplies  of  these  products  at  reasonable  prices  a  large  field  has  been 
njionefl  up  in  various  industries  where  these  products  hare  been  applied  snccess- 
i^^illy  in  the  development  of  new  methods  of  production  or  the  improvement  of 
ol<l  methods. 

The  principal  uses  which  have  been  developed  during  the  past  two  or  three 
years  and  which  were  entirely  unknown  in  this  country  in  a  commercial  way 
prior  to  the  supply  of  acetaldebyde  and  paraldehyde  being  made  available  In 
^•omm«»rcial  quantities  and  at  reasonable  prices  by  the  Canadian  Electro  Products 
Co..  are — 

I  Ah  an  accelerator  in  the  vulcanization  of  rubber. 
-.  In  the  manufacture  of  synthetic  extracts. 
3.  In  the  manufacture  of  dyes. 
\-  In  the  manufacture  of  aldehyde  ammonia. 

•'>.  In  the  manufacture  of  phenol  condensation  products  or  synthetic  resins, 
lacquers,  compounds,  etc. 
5'  In  the  manufacture  of  synthetic  perfumes. 
<.  In  the  manufacture  of  aldol. 
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8.  In  the  manufacture  of  drugs.  The  U.  S.  P.  grade  paraldehyde  is  a  veB-j 
known  local  ausestlietic  or  hypnotic  drug. 

In  order  to  place  before  your  honorable  committee  information  to  show 
importance  to  many  industries  of  reasonably  priced  supplies  of  these  pre 
we  would  like  to  point  out  recent  developments  in  which  acetaldehyde 
commercial  paraldehyde  are  being  used. 

RUBBER  INDUSTRY. 

Connnercial  parr\dehyde  or  acetaldehyde  have  only  recently  been  applied 
this  Industry  in  tht  manufacture  of  tires,  mechanical  rubber  goods,  etc.,  thi 
the  combination  of  these  products  with  some  other  chemical  unknown  to 
but  those  connected  with  the  rubber  interests,  who  have  successfully  workBl| 
out  this  problem. 

This  development,  those  directly  interested  state,  is  a  distinct  scientific  td-j 
vance  over  the  methods  previously  employed  in  the  rubber  industry  of  tbbj 
country,  and  it  is  firmly  believed  that  the  application  of  tliese  products  tli 
this  industry  will,  no  doubt,  in  time  become  common  knowledge  and  be 
erally  adopted. 

Aldehyde  ammonia  has  previously  been  used  as  a  rubber  accelerator  and  li  a 
well-known  product  in  this  field.  The  use  of  this  material  in  the  United  Statei 
as  an  accelerator  in  the  >'ulcanizatlon  of  rubber  is  covered  by  patent  rig^ 
so  that  all  purchases  have  to  be  made  through  one  channel  in  order  to  receiiv 
permission  to  use  aldehyde  ammonia  for  this  purpose.  Through  the  supp^  €f 
acetaldehyde  lieing  made  available  from  Canada  a  greatly  increased  market 
has  been  opened  up  in  the  rubber  industry  for  aldehyde  ammonia.  The  Cut 
that  during  the  past  two  years  the  interests  who  control  the  patent  rights  tar 
aldehyde  ammonia  have  bought  considerable  tonnage  of  acetaldehyde  throngl 
us  proves  beyond  doubt  that  tliis  product  is  not  available  in  a  commercial  mf 
in  the  United  States. 

PHENOL    CONDENSATION    PRODUCTS    INDUSTRY. 

This  industry  covers  the  manufacture  of  condensite,  bakelite,  and  other 
syntlietic  resins  and  impregnating  compounds  for  insulating  purposes.  Bott 
acetaldehyde  and  commercial  paraldehyde  have  been  successfully  applied  li 
the  production  of  these  compounds.  It  has  been  found  that  synthetic  resioi 
and  compounds  made  from  acetaldehyde  or  commercial  paraldehyde  for  certiiD 
specific  purposes  have  improved  properties,  especially  as  applied  to  the  aiq[>aratoi 
used  in  wireless  telegraphy,  lacquers,  gramophones,  records,  printing  bloda; 
etc.  In  this  industry  the  readily  available  supi)ly  of  acetaldehyde  and  com- 
mercial paraldehyde  at  reasonable  prices  is  essential  to  the  further  develoinnent 
of  the  new  methods  of  production,  as  the  application  of  these  products  in  tte 
manufacture  of  synthetic  resins,  lacquers,  compounds,  etc.,  is  as  yet  only  in 
its  infancy  and  greater  results  than  have  so  far  been  achieved  are  confidently 
expected  by  those  interested. 

COPPER  INDUSTRY. 

Recent  successful  developments  have  been  carried  out  by  the  largest  copper 
producers  in  the  United  States,  wherein  aldol  has  been  successfully  used  in 
the  flotation  process  for  concentrating  the  C()pi>or  ores.    This  material  is  made 
from  acetaldehyde  basis,  and  unless  cheai)  supplies  of  acetaldehyde  are  avail- 
able and   the  final  product   aldol   is  allowo<l   to  enttT  this  market  free  the 
successful    application    of   aldol    to    the   copper-mining    industry    can   not  be 
develniHHl.     The  results  so  far  o]»taineil  from  aldol  as  applied  to  the  concen- 
tration of  copper  ores  have  convinced  the  largest  Vnited  Sattes  copper  intere«tt 
that  there  is  considerable  possibilities  in  the  future  development  of  this  api»i' 
cation.    The  results  of  exiwriments  so  far  conducletl  prove  that  greater  yields 
are  obtained  from  ore  treatwl  by  aldol.     I  ^ovolopuiont  work,  of  course,  in  tm|j 
industry  can  not  be  conductiMl  unless  the  Interested  companies  are  assnrefl 
of  rontinued  su]»i»lies  at  reasonable  prices  antl  are  further  assured  that  theW 
Is  no  pi>ssibilltv  of  any  monopoly  being  established  in  the  United  States  on 
This  prodiH-t.    A  readily  availal>le  and  cheap  supply  of  aldol  will  give  the  copP^ 
industry  of  the  United  States  a  twofold  advantairc*— the  increased  yield  fron» 
the  ore'treated  and  by  the  l(>wer  cost  per  ton  of  concentrates. 
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DYE  AND  GHEJilCAL  INDUSTRY. 

Both  acetaldehyde  and  paraldehyde  have  been  applied  hi  a  small  way  to  the . 
ye,  chemical,  synthetic  extracts,  and  perfumery  industries,  but  as  yet  it  is 
Itficult  to  predict  to  what  extent  the  development  of  these  products  in  these 
arious  industries  will  amount  to.  One  interesting  possibility  in  connection 
rith  the  dye  industry  is  the  possible  production  of  synthetic  Indigo  direct  from 
cetaldehyde. 

None  of  the  products  mentioned  in  this  brief  can  be  produced  economically 
inless  production  is  undertaken  on  a  large  scale  and  the  plant  of  the  Canadian 
UtKTtro  Products  Co.  has  at  present  a  production  of  25  tons  of  acetaldehyde  per 
iuy.  No  such  quantity  as  this  can  be  absorbed  in  the  various  industries  interested 
Q  using  these  materials  in  either  the  United  States  or  elsewhere^  and  a  produc- 
ion  on  this  scale  is  only  possible  owing  to  the  fact  that  the  Canadian  Electro 
*ro<lucts  Ck>.  also  manufacture  large  quantities  of  acetic  add.  As  before  stated* 
here  are  no  actual  producers  in  the  United  States  in  a  commercial  way  at 
>re6ent.  No  supplies  are  therefore  available  to  meet  the  present  demand,  nor 
8  there  a  prospect  In  the  near  future  of  any  source  of  supply  coming  into  opera* 
ion.  Under  these  circumstances,  we  think  you  will  agree  that  the  duty  as 
proposed  is  unreasonable.  Inasmuch  as  it  would  make  the  cost  of  these  products 
to  possible  users  prohibitive  and  would  result  in  retarding  experimental  devel- 
[ipment  work  in  which  many  companies  in  the  industries  mentioned  have  spent 
considerable  time  and  money  to  date.  This  would  result  in  these  companies,  who 
liave  made  at  considerable  cost  and  sacrifice  distinct  advances  in  their  own 
particular  field,  losing  the  benefit  of  the  results  so  far  achieved  through  having 
to  curtail,  if  not  stop  entirely,  the  use  of  these  materials  through  prohibitive 
costs.  This  will  allow  those  other  countries,  who  have  available  large  and 
(beaner  supplies  of  these  products,  a  distinct  advantage  over  United  States 
producers  in  many  lines  of  manufacture. 

No  brief  was  presented  to  the  Tariff  Commission  at  the  time  public  hearings 
were  held  on  the  chemical  schedule  in  support  of  these  products,  and  to  our 
certain  knowledge  there  is  only  one  corporation  in  the  United  States  which  is 
even  at  the  present  time  actively  engaged  in  an  experimental  way  on  the 
development  of  a  process  for  the  manufacture  of  these  products.    The  corpora* 
tion  we  refer  to  is  the  Union  Carbide  Co.,  whose  subsidiary,  the  Carbide  &  Car- 
bon ChCTslcal  Co.,  is  at  the  present  time  working  on  the  development  of  a  proc- 
ess for  the  manufacture  of  chemicals  similar  to  those  manufactured  in  Canada. 
That  this  one  corporation  should  receive  such  protection  in  this  item  of  the 
tarifp  is  beyond  comprehension,  as  the  duty  proposed  would  give  this  company 
an  absolute  monopoly  on  these  products,  entirely  exclude  imports,  and  thereby 
prevent  revenue.    The  cost  of  production  in  Canada  of  these  and  other  com- 
modities is  practically  the  same  as  the  cost  of  production  in  this  country,  so 
that  Canadian  manufacturers  have  no  advantage  owing  to  the  distant  loca- 
tion of  their  plants  from  the  consuming  markets  in  this  country.    No  compe- 
tion  other  than  that  offered  by  Canada  need  be  expected  in  these  materials,  as 
neither  acetaldehyde  nor  commercial  paraldehyde  can  be  transported  for  any 
preat  distance,  especially  in  the  hot  periods  of  the  years  owing  to  the  low  boiling 
point  of  both  these  products. 

We  would  suggest  for  the  consideration  of  your  honorable  committee  that 
if  desired  a  certain  duty  be  applied  for  revenue  purposes  on  such  pharma- 
ceQtical  grade  paraldehyde  as  enters  this  market  packed  in  glass  bottles  of  5 
poTinds  net  weight  and  under,  but  that  the  commercial  grade  of  paraldehyde 
acetaldehyde,  aldol,  and  aldehyde  ammonia,  for  the  reasons  above  mentioned, 
be  allowed  to  enter  the  United  States  duty  free. 

The  great  possibilities  in  the  application  of  these  products  in  the  various  in- 
dustries mentioned  and  future  development  of  new  uses  in  other  industries  is 
^ch  that  In  this  age  of  chemical  development  no  obstruction  should  be  placed 
in  the  way  of  the  United  States  manufacturers  being  placed  in  a  position  to 
improve  and  develop  process  which  will  keep  the  United  States  industries  in  a 
position  to  meet  competition.  We  therefore  trust  that  in  view  of  the  facts  we 
liave  presented  your  honorable  committee  will  recommend  the  placing  of  the 
above-mentioned  products  on  the  free  list. 

Shawinigan  Products  Cohpobation, 
L.  F.  LouTBKL,  Vice  President, 
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KXTRACT8  OF  THE  TARIFF  COMMISSION'S  SURVEY  OF  THE  WOOD  CHEMICAL  INOUI 

Cuiiitalization  and  organization :  The  census  of  manufactures,  1914,  showfi 
number  of  establishments  distilling  wood  to  be  05  (indudes  15  distilliDK 
wood ) .    There  have  been  several  additional  plants  erected  during  the  war, 
it  is  estimated  that  at  the  present  time  there  are  about  100  wood-disti 
plants  in  the  TTnited  States,  re])resenting  an  investment  of  about  $50,000,0001 

Acetate  of  lime  has  been  sold  by  the  manufacturers  chiefly  to  a  single  flrai 
Jobbers  and  exporters.    There  hos  been  a  tendencj'  in  recent  j'ears,  however, 
the  wood-distillation  plants  to  combine  the  manufacture  of  the  crude  prodi 
with  that  of  the  refined  or  finished  products  (acetic  acid,  refined  wood  al< 
ami  ac<^tone). 

The  War  Industries  Board  has  estimated  the  production  of  acetate  of  li 
in  1917  to  be  200,000,000  pounds.    This  is  a  22  per  cent  increase  over  the 
duction  in  1014.    This  same  increa«*e  would  apply  also  to  the  production  of 
other  products,  wood  alcohol  and  charcoal. 

The  pr<Kluctive  capacity  of  the  present  plant  is  alH>ut  050  tx>n8  per  month 
100  per  cent  acetic  acid.  This  is  roughly  equivalent  to  about  1,800  tong 
aoetato  of  lime,  or  about  15  per  cent  of  the  productive  capacity  of  acetate 
lime  in  the  United  States. 

Acetic  add   from  calcium  carbide:  Tliis   process  was  developed   at 
inlgan  Falls,  Quebec,  by  tlie  Canadian  Eh»ctro  Products  Co.    Calcium  cai 
which  is  pro<luced  at  Shawlnlgan   FallM  in  large  quantities,  is  first  treil 
with  water  to  form  acetylene  gas,  which  Is  then  chemically  combined 
water  in  the  presence  of  mercury  salts  as  acatalyst  to  form  acetaldehyde. 
acetoldehyde  is  then  oxidized  to  aicetic  acid.    The  ncld  produced  is  of  M 
purity  and  concentration  in  contrast  to  that  produced  from  acetate  of 
which  requires  several  distillatiims  to  (nnurentrate  and  purify  it. 

Exports:  Act»tic  acid  is  not  shown  in  the  export  tables  of  commerce 
navipition.  If  acetic  acid  is  exported  the  quantities  have  been  small.  B 
usually  is  the  practice  to  export  aceti*^  acid  in  the  form  of  acetate  of  lim' 
and  ciaivert  this  into  acetic  acid  at  the  point  of  consumption. 

ImiH»rts  into  the  lTnite<l  States:  The  first  six  months  c>f  the  calendar  ywr 
1020  shows  a  marked  increase  in  imports  of  acetic  a<'id  to  2,029,075  pomilllk' 
valued  at  $250,027.  j 

Mr.  PowKK.  We  have  corroborating  testimony,  Mr.  Chainnaii| 
from  Vj.  B.  Spear,  of  Akron,  Ohio. 

Senator  McCttmbek.  Is  that  merely  to  cover  the  same  subject? 

Mr.  Power.  Practically  c()verin<r  the  same  subject,  and  their  desim 
to  have  these  products  come  in  free  of  duty.  Thej'  are  lar^i^  uscn. 
of  them. 

Senator  McCx'mber.  The  only  point  would  be  upon  the  matter  of 
duplicatin<r  the  testimony. 

Mr.  Power.  Tt  shows  the  u.^es  here  and  the  necessity  of  it,  and  that 
this  is  the  only  plant  inanufacturinir  this  article. 

Senator  'McCi  mmer.  Verv  well :  we  will  hear  vour  witness. 

STATEMENT  OF  MR.  ELLWOOD  B.  SPEAK,  REPBESENTHfO  THE 

OOODTEAE  RUBBER  CO.,  AKRON,  OHIO. 

Mr.  SrEAR.  Mr.  Chairman,  I  rejiresent  the  (loodyear  Tire  &  Rub- 
ber Co.,  of  Akron,  Ohio,  and  I  have  to  say  tbat'  we  are  users  of 
acetaldehyde  an<l  paraldehyde,  since  we  have  been  able  to  obtain  it 
at  a  low  pri(v  as  an  experimental  ])roj)osition.    It  is  very  promising 
in  our  rubber  in(histry.    AVe  ()}>tain  the  (|ua!ity  in  rubl>er  that  ve 
have  l»een  unable  to  obtain  by  any  other  sub.st;inees,  and  we  would 
like  to  have  it  come  in  free  of  duty,  or  at  least  at  a  very  low  duty. 
Tf  the  duty  is  made  very  hi«rh  it  will  mean  that  we  shall  have  to 
abaminn  its  u.se  in  competition  with  other  rubber  companies  in  othet 
substances. 
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Senator  McCumbbr.  For  what  do  you  use  it? 

Mr.  Spkab.  For  accelerators.  They  are  substances  that  are  put  in 
ibber  to  increase  the  rate  of  cure — that  is,  the  rate  of  vulcaniza- 
on — and  for  priving  better  quality  to  the  rubber.    I  thank  you. 

Mr.  PowKR.  That  concludes  parai^raphs  1  and  2,  but  I  would  like 
)  call  Mr.  Loutrel  with  reference  to  paragraph  15. 

i>enator  McCumbek.  Very  well. 


TATElOarr  of  IOL  L.  F.  LOUTEEL,  vice  PREfflDEBT  BHAWIHI- 
OAH  PRODUCTS  COBFORATION,  ISTEW  YORK  CITT. 

Mr.  LoxTTREL.  Mr.  Chairman,  the  paragraph  in  which  I  am  inter- 
sted  is  paragraph  15,  calciiun  carbide,  page  5  of  the  bill.    It  reads : 

<'nrbide,  1  cent  per  pound. 

One  of  the  previous  witnesses  remarked  that  he  was  against  pro- 
libitive  duties;  and  that  is  the  reason  that  I  am  here,  because  that 
luty  is  absolutely  prohibitive  in  so  far  as  we  are  concerned. 

I  represent  the  Shawinigan  Products  Corporation,  who  are  the 
&:iles  organization  of  the  Canada  Carbide  Co.  in  Canada.    It  is  con- 
trolled bv  the  Shawinigan  Water  &  Power  Co.  and  Anaerican  interest 
in  Canada,  90  per  cent  of  the  capital  being  controlled  in  this  country. 
In  the  United  States  there  are  five  concerns  malring  carbide.    The 
production  of  those  concerns,  as  near  as  we  can  estimate— of  course, 
we  can  not  give  actual  figures — is  somewhere  around  90,000  tons. 
We  understand  that  practically  80,000  tons  of  that  90,000  tons  are 
produced  by  one  concern — the  Union  Carbide  Co.    They  also  have 
a  plant  in  Canada,  and  they  have  a  plant  at  Niagara  Falls  which  can 
make  calcium  carbide.    It  was  built  originally  for  that  purpose,  but 
until  recently  I  believe  they  have  not  been  operating.    That  means 
that  with  their  two  plants  they  control  probably  85  per  cent  of  the 
business  in  the  United  States  to-day.    We  probably  sell  10  per  cent. 
This  duty  proposed  of  $20  per  ton  will  absolutely  prohibit  us.    It 
will  yield  no  revenue,  and  the  10,000  tons  that  we  sell,  or  the  10,000 
to  15,000  tons  which  we  sell,  will  be  taken  in  by  the  Union  Carbide 
Co. :  in  other  words,  increasing  their  present  monopoly  of  the  busi- 
ness to  probably  around  95  per  cent. 

Those  figures  are,  of  course,  approximate.  It  can  not  be  figured  in 
detail.  The  only  ones  who  could  give  the  figures  in  detail  would  be 
the  Union  Carbide  Co. 

The  other  concerns,  of  which  there  are  four,  are  all  small  producers, 
and  inasmuch  as  they  were  all  started  during  the  time  when  carbide 
vas  on  the  free  list,  apparently  need  no  protection. 

The  only  point  cited  for  protection  has  been  the  lower  cost  of 
foreign  makers,  in  particular  the  German  manufacturer.  Tests  of  the 
German  product  which  we  have  had  made  for  us  in  London  by  one  of 
the  best  chemists  that  we  could  find  there  show  this  carbide  to  yield 
about  3.3  cubic  feet  per  pound  to  3.90  cubic  feet  per  pound,  whereas 
the  American  product,  or  the  product  made  in  Canada,  runs  from  4.50 
to  4.60  cubic  feet  per  pound,  meaning  that  the  German  product  is 
at  least  20  per  cent  inferior.  We  have  endeavored  to  get  quotations, 
but  the  best  price  that  has  been  quoted  us  has  been  $65  f .  o.  b.  Ham- 
"JJ^&  That  price  was  on  what  we  call  large  sizes.  The  sizes  used  in 
the  United  otates  are  crushed  sizes,  and  they  wanted  an  additional 
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$5  per  ton  for  the  crushed.  If  we  wanted  an  overcast  on  the  druai 
to  make  it  so  that  we  could  get  it  here  in  decent  condition,  anotiir 
$5  would  be  added,  bringing  their  price  up  to  $75  f .  o.  b.  Hambuif, 
which,  assuming  a  freight  of  $5  a  ton,  means  $80  delivered  seaboarfj 
to  this  country. 

The  United  States  product  sells  in  the  neighborhood  of  $100  «fc- 
livered  at  consuming  points.  If  you  took  off  the  20  per  cent  from  \ht\ 
United  States  price  to  take  up  the  difference  in  quality,  they  are  eqttal 
figures,  but  in  addition  to  that  you  have  got  to  bring  your  Germtt 
product  from  seaboard  to  the  market  wim  an  average  freight  rate 
of  around  $10.  You  have  got  your  selling  expense.  You  have  pAl 
your  warehousing  expense,  ^ause  probably  90  per  cent  of  the  buvei^l 
of  carbide  buy  in  less  than  car  lots. 

Senator  Dillingham.  What  do  you  recommend! 

Mr.  LouTREL.  We  recommend  a  continuance  of  the  free  list  as  t»| 
this  product.  The  margin  on  carbide  is  extremely  small.  It  is  «| 
quantity  product.  We  all  work  on  a  small  margin.  I  say  we  alLl 
We  do.  We  are  quite  willing  to  show  vou  gentlemen,  if  you  desir 
it,  what  we  have  done  in  the  line  of  profits. 

Mr.  Witherspoon  is  here  to  tell  you  anything  you  may  want 
ask  about  costs.    I  am  in  the  sales  end  and  am  not  familiar,  exoepC.| 
in  a  very  general  way,  with  the  costs. 

The  growth  of  the  industry,  inasmuch  as  if  is  practically  cod 
trolled  oy  the  Union  Carbide  Co.,  is  really  shown  by  what  therl 
have  done.  They  deserve  a  great  deal  of  credit;  there  is  no  dooU 
about  that.  They  have  built  the  business  up  from  a  baby.  Ther 
control  the  original  patents  and  started  in  and  made  considerabki| 
out  of  it. 

Senator  Dillingham.  Where  are  they  located? 

Mr.  LoxjTREL.  They  have  three  plants,  one  at  Sault  Ste.  Marie, 
Mich. ;  one  at  Niagara  Falls,  N.  x . ;  and  one  at  Welland^  Ontario, 
Canada.  They  also  have  a  fourth  plant  in  Norway,  which  up  to 
date  they  have  not  operated  as  far  as  I  know. 

They  were  incorporated  in  1898  with  a  capital  of  $14,000.ono 
During  the  time  that  carbide  has  been  on  the  free  list — that  is,  since 


Union  Carbide  &  Carbon  Corporation,  which  has,  as  near  as  can  bf 
figured,  a  capital  stock  of  $257,000,000.  Their  affiliated  companies 
control  the  carbide  business  and  oxygen  business,  the  acetylene 
business,  to  a  large  extent;  the  generator  business  and  the  acetyleoe 
welding  apparatus  business;  in  other  words,  they  are  the  power  in 
the  cutting  and  welding,  which  is  called  oxyacetylene  welding. 

I  will  not  go  into  the  matter  of  costs  in  Canada,  because  Mr 
Witherspoon  will  tell  you  in  just  a  few  moments  all  about  that.  1 
have  another  point  which  I  would  like  to  bring  out  about  the  Cff»r 
man  product,  and  that  is  that  it  is  incorrectly  sized  and  incorrectly 
packed  for  the  United  States  market.  Our  sizes  differ  from  the 
foreign  sizes.  They  screen  the  carbide  size.  They  use  the  metric 
system,  which  does  not  conform  to  our  sizes.  The  package  b  a  sol- 
dered drum  which  has  to  be  broken  to  remove  the  contents.  If  vcmi 
expose  carbide  to  the  air  the  moisture  in  the  air  will  automaticallj 
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hke  it,  which  means  that  if  you  do  not  remove  the  entire  contents 
:the  drum  it  is  going  to  air-slake. 

STie  United  States  package,  or  the  package  used  in  the  United 
litefi,  has  a  screw  cover  which  when  you  remove  what  carbide  you 
int  you  just  replace,  and  it  is  still  tight. 

of  those  points  are,  of  course,  in  addition  to  the' fact  that  it  is 
inferior  quality, 
ht  say  right  here  that  while  we  naturally  want  to  stay  in  the 
States  market  if  possible,  if  we  thought  the  German  makers 
d  take  this  market  away  from  the  United  States  makers  and  our- 
jives,  we  would  absolutely  say,  "  Gro  ahead  and  place  this  duty  on." 
'  Perhaps  you  might  want  to  know  why  we  are  situated  in  Canada. 
Phe  mam  reason  is  because  of  the  water-power  proposition  there. 
^e  had  \o  go  there  to  get  our  power.  We  are  primarily  a  power 
nization.  Also,  at  the  time  we  built  our  plant,  the  Union  Car- 
le Co.  controlled  the  patents  in  the  United  States,  and  we  could 
have  built  our  plant  had  we  been  able  to  find  the  necessary  power 
position. 

In  addition  to  that  our  purchases  of  raw  materials  are  practically 
lU  made  in  the  United  States.  We  buy  the  steel  for  our  drums, 
vhich  is  the  largest  item  of  cost.  We  buy  our  coke  and  our  equip- 
Bient.  We  have  a  great  many  United  States  citizens  in  our  employ. 
Senator  Dillingham.  Where  are  you  located  in  Canada? 
Mr.  LouTREL.  At  Shawinigan  Falls,  Quebec.  It  is  about  a  hun- 
ilied  miles  north  of  Montreal. 

Senator  McCumber.  What  proportion  of  your  product  is  pro- 
ceed in  the  United  States  and  wnat  proportion  in  Canada  ? 
Mr.  LouTREL.  We  produce  none  in  the  United  States. 
Senator  McCumber.  It  is  all  produced  in  Canada? 
Mr.  Loutrel.  Our  entire  production  is  in  Canada ;  yes,  sir. 
Senator  McCumber.  I  thought  you  stated  that  you  had  plants  in 
the  United  States? 

Mr.  Loutrel.  No.  I  mentioned  five  plants  that  are  in  the  United 
States. 
Senator  McCumber.  Thev  are  not  vour  company's? 
Mr.  Loutrel.  No,  sir.  The  only  other  point  that  I  mi^ht  bring 
out  in  connection  with  the  German  competition  is  the  cost  of  dis- 
posing of  the  product.  We  have  to  establish  warehouses  to  distrib- 
ute to  the  L.  C.  L.  buyer.  To-day,  according  to  their  advertisements, 
the  Union  Carbide  (  o.  operate  170  warehouse^^.  Wo  operate  about 
38.  and  the  other  four  United  States  makei's,  between  them,  only  op- 
erate about  30.  In  other  words,  the  TTnion  has  a  wonderful  ware- 
house distributicm  svstem  and  that  is  6ne  of  the  reasons  whv  thev 
•«*  so  absolutely  in  control  of  the  carbide  business. 

That  is  all  I  have  to  say  in  regard  to  sales.    Mr.  Withorspoon  will 
give  you  a  couple  of  words  on  cost. 

Mr.  Power  has  just  mentioned  one  point,  and  that  is  that  we  are 
located  farther  from  the  market  than  anv  other  maker.  Our  aver- 
«ge  freight  rate  is  in  the  neighboihood  of  $6  per  ton — on  the  out- 
going product  it  is  higher  than  that  of  any  other  maker  of  carbide. 

In  addition  to  that  we  have  the  increased  freights  in  bringing  in 
our  raw  materials  which,  combined  with  the  outgoing  freight  rate, 
puts  us  at  a  disadvantage  of  practically  $10  per  ton. 
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Senator  McCumber.  Do  you  make  that  up  to  any  extent  in  tfatj 
lower  cost  of  production? 

Mr.  LouTREL.  No,  sir. 

Senator  McCumber.  It  costs  just  as  much  to  produce  it  in  Cana< 
where  your  plant  is  located  ? 

Mr.  LouTRBL,  We  save  a  little  on  power.    If  you  just  ask  that 
Mr.  Witherspoon  he  can  tell  it  to  you  exactly. 

Mr.  Power,  Mr.  Witherspoon  will  testify  to  the  cost  of  prodnclioa*! 
etc.,  and  will  answer  any  technical  questions  that  you  care  to  9sk\ 
him.  Senator. 

(The  brief  referred  to  and  submitted  by  Mr.  Loutrel  is  as  followsri 


CALCIUM   CARBIDE. 
[Tariff  bill,  H.  R.  7456,  p.  5,  pt.  15.] 

Above  reference  recommends  a  duty  of  1  cent  per  pound  on  calcium  carbi>*^ 
In  this  brief  we  give  reasons  which  we  believe  fully  substantiate  our  dnia 
that  this  duty  should  not  be  placed. 
For  reference  we  have  divided  this  brief  into  five  parts,  as  follows : 
I.  Present  status  of  tariff  regulations  in  so  far  as  calcium  carbide  is  <^'^ 
cerned. 
II.  Manufacture  of  calciumr  carbide  and  its  uses,  etc. 

III.  Growth  of  industry  in  the  United  States. 

IV.  Reasons  advanced  in  support  of  a  duty. 
V.  Arguments  against  duty. 

VI.  Summary. 

Pabt  I. — Present  Tariff  Situation. 

The  tariff  bill  presented  June  30,  1921,  H.  R.  7456,  page  5,  paragraph  11 
reads : 

"  Calcium  carbide,  1  cent  per  pound." 

For  the  last  seven  years,  however,  this  commodity  has  been  on  the  free  lii:. 
although  prior  to  1913,  it  was  dutiable. 

Prior  to  1913  there  were  no  imports  whatever  showing  that  no  foreign  makpn 
could  afford  to  pay  a  duty. 

This  plainly  shows  that  th6  duty  of  25  per  cent  ad  valorem  of  the  19»^ 
tariff  act  was  prohibitive  and  brought  in  no  revenue. 

The  new  duty  specific  of  $20  per  ton  recommended  will  also  yield  no  revena*. 
as  it  exceeds  the  1909  tariff  which  figured  approximately  $16  per  ton. 

Part  II. — Manufacture  of.  Calcium  CARsmE. 

Calcium  carbide  is  produced  by  the  fusing  in  an  electric  furnace  of  lime  ax.*! 
coke  or  coal.  It  is  tapped  from  the  furnace  into  ingots  which,  when  cooU  ipp 
crushed  and  screened  to  the  various  standard  sizes  and  packed  in  air  and  water 
tight  steel  drums. 

The  elements  entering  into  the  cost  of  carbide  in  the  order  of  tlieir  im- 
portance are  as  follows  (at  our  works,  Shawinigan  Falls,  Quebec.  Canada) 

PWCCtttftS^  of 

Electrodes 

Kepnirs  and  maintenance. 
Miscellaneous   costs 


Package 22. 20 

Lime 18, 91 

Labor 14.41 

Coke ^ 18. 08 

Power ^ 10. 80 


^      8.1* 
_       4,» 


Total 100.  Oi> 


Producers  in  Canada  buy  most  of  their  raw  materials  in  the  Tnlted  Rtatr* 
The  five  producers  of  calcium  carbide  In  the  United  States  are  as  follow*  • 

MANUFACrURERa  IW  THE  UWITKD  STATES. 

t'nion  Carbide  Co.,  Niagara  Falls,  N.  Y. ;  Sault  Ste.  Marie,  Mlcfc. 
American  Carbolite  Co.,  Duluth,  Minn. 
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Gas  Tank  Recharging  Co.,  Keokuk,  Iowa. 
National  Carbide  Co.,  Ivanhoe,  Va. 
Standard  Carbide  Co.,  Plattsburg,  N.  Y. 

In  addition  to  these,  the  Superior  Carbide  Co.,  Philadelphia,  and  the  Shei^man 
arbide  Co.,  Vermont,  are  still  listed  in  some  trade  directories,  but  both  have 
issed  out  of  actual  exist^ice. 

1.  The  Union  Carbide  Co/s  plant  at  Sault  Ste.  Marie  is  the  largest  In  the 
'nite<l  States,  having  a  production  in  the  neighborhood  of  80,000  tons  per  year, 
his  plant  is  very  well  located  with  respect  to  supplies  of  lime  and  coke  and 
{  not  far  from  the  market  for  steel  sheets,  which,  combined  with  the  fact  that 
:  controls  Its  hydroelectric  power,  gives  it  a  great  advantage  and  its  factory 
osts  are  probably  very  much  lower  than  those  of  any  other  carbide  plant. 

2.  The  Union  Carbide  Co.'s  plant  at  Niagara  Falls,  N.  Y.,  originally  used  for 
he  production  of  carbide,  has  In  the  past  few  years  been  mainly  used  to  manu- 
acture  ferro-alloys.  It  can,  however,  be  used  for  the  manufacture  of  calcium 
arbide.     Its  capacity  we  believe  to  be  second  only  to  that  of  their  other  plant. 

3.  The  American  Carbolite  Co.,  at  Duluth,  is  not  a  serious  competitor  for 
he  carbide  trade  of  the  United  States.  Its  plant,  because  of  ice  conditions,  is 
without  power  for  several  months  each  year  and  a  large  part  of  its  capacity 
s  consumed  in  manufacture  of  carbic  cakes,  for  which  this  company  has  the 
exclusive  manufacturing  rights  in  the  United  States.  Its  product  of  ordinary 
;ize  is  limited  and  it  is  mostly  taken  by  a  few  customers  in  its  vicinity. 

4.  The  Gas  Tank  Recharging  Co.  operate  a  carbide  plant  at  Keokuk,  Iowa, 
riiey  are  manufacturers  of  compressed  acetylene  and  a  large  portion  of  their 
L-arbide  is  used  by  themselves  for  this  purpose. 

5.  The  National  Carbide  Co.,  at  Ivanhoe,  Va.,  began  operations  in  late  1919. 
Due  to  their  situation  they  are  in  a  position,  with  proper  management,  to  sue- 
fessfully  compete. 

6.  The  Standard  Carbide  Co.,  at  Plattsburg,  N.  Y.,  has  a  limited  output — due 
to  limitation  of  their  water  power — ^practically  of  their  product  being  sold 
locally. 

7.  If  a  duty  is  imposed  it  would  result  in  an  absolute  monopoly  for  the 
Union  Carbide  Co.  Such  a  carbide  monopoly  would  carry  with  it  the  control 
of  the  compressed  acetylene  industry. 

USES. 

To  be  used  carbide  must  be  brought  in  contact  with  water  by  means  of  a 
generator,  the  resultant  being  acetylene  gas. 

CUTTING  AND  WBXDIKG  OF  METALS. 

Acetylene  is  used  in  conjunction  with  oxygen  for  oxyacetylene  welding  and 
cutting  of  metals  by  many  industries,  among  which  are  railroads,  foundries, 
8teel  mills,  shipyards,  formed-metal  makers — in  fact,  practically  every  industry 
working  with  iron  and  steel. 

HOUSE  LIGHTINO. 

More  than  340,000  farmers*  and  suburban  homes  are  lighted  by  acetylene  gas.. 

MINE  LIGHTING. 

Its  third  and  probably  largest  use  is  in  the  mining  industry.  Probably  9 
out  of  every  10  miners  use  carbide  in  the  cap  lamps  which  they  wear  when  in 
the  mines. 

Part  III. — Growth  of  Industry. 

The  growth  of  the  industry  has  been  rapid,  due  to  the  increasing  uses  for 
acetylene  gas. 

Tntll  1912  the  Union  Carbide  Co.  had  an  absolute  monopoly,  due  to  patent 
rights  and  a  prohibitive  tariff— had  no  competition  whatever  until  1914,  when 
the  Canada  Carbide  Co.  entered  the  market  in  a  small  way. 

Right  here  it  might  be  in  order  to  point  out  that  the  plant  of  the  Canada 
Carbide  Co.  was  built  while  these  patent  rights  were  in  force  and  therefore 
crmld  not  have  been  located  in  the  United  States. 
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These  two  companies  and  the  American  Oarbolite  Go.  were  the  011I7  nb»« 
in  the  field  until  1917-1919,  when  three  small  companies  were  started. 

However,  as  the  Union  Carbide  Co.  still  dominates  the  market,  hayis^r .: 
least  83  per  cent  of  the  business,  the  following  schedule,  showing  th^r  growtt 
really  tells  the  story  of  the  carbide  industry. 

[Information  taken  from  Moody's  Manual,   1920,   industrial  aectioa.] 
UNION  CABBIDE  &  CARBON  COBPOBATION. 

Incorporated  November  1,  1917,  in  New  York.  Capital  stock:  AuthorU«*i 
3,000,000  shares  without  par  value;  outstanding,  2,571,133  shares.  No  fumV-*. 
debt. 

This  company  owns,  directly  or  indirectly,  substantially  all  of  the  comiDt 
stock  of  Union  Carbide  Co.,  carbide  manufacturers ;  National  Carbon  Co.  I  Inc. 
electrode  manufacturers ;  Linde  Air  Products  Co.,  oxygen  manufacturers ;  Prp< 
0-Lite  Co.  (Inc.),  acetylene  manufacturers;  Electro  Metallurgical  Co.,  f«-rr- 
alloys  and  carbide  manufacturers;  Oxweld  Acetylene  Co.,  acetylene  tord<» 
generators,  etc. ;  J.  B.  Colt  Co.,  generator  manufacturers. 

Also  controls  Michigan  Northern  Power  Co.,  supplies  power  to  carbide  plart 
Union  Carbide  Co.,  of  Canada  (Ltd.),  Canada  carbide  plant;  Electric  Funia-^ 
Products  O.   (Ltd.)  ;  the  Oxweld  R.  R.  Service  Co.,  sells  oxygen,  acetylcL- 
carbide  generators,  and  equipment  to  railroads;  Dominion  Oxygen  Co.  (Ltd 
oxygen  company  in  Canada ;  Haynes  Stellite  Co.,  and  other  subsidiary  cos* 
panies.    As  of  May,  1920,  the  corporation  controlled  a  total  of  over  33  compani'-* 

Dividends :  ^'  »**•' 

January  2,  1918  (two  months  after  Incorporation) $1.«" 

April  2,  1918 1  •» 

July  2,  1918 1  «• 

October  1,  1918,  to  April,  1920,  inclusive  (quarterly) 1  / 

July  1,  1920 1  '* 

Note. — Dividends  at  the  rate  of  $1.50  per  share  paid  quarterly,  amoaut  • 
$6  per  annum  or  the  equivalent  of  6  per  cent  on  shares  having  a  par  value   .' 
:$100.    On  this  basis  the  2,571,133  no  par  value  outstanding  shares  of  this  ri.- 
poratlon  represent  a  capitalization  of  $257,113,300. 

UNION   CABBIDE  CO. 

Organized  as  a  Virginia  corporation  in  1898. 

The  Union  Carbide  Co.  was  the  original  concern,  the  growth  and  expafM*"^- 
of  which,  since  its  organization  22  years  ago,  brought  about  the  great  afor^ 
gation  of  allied  corporations  owned  and  controlled  by  the  Union  Carbid4>  i 
Carbon  Corporation. 

Neither  the  Union  Carbide  &  Carbon  Corporation,  the  Union  Carbide  Co.,  t^'^ 
others  of  the  affiliated  companies  makes  public  their  financial  statements.    1: 
formation,  except  that  of  the  nature  required  to  be  made  public  by  law.   * 
hard  to  obtain.    Moody's  Manuels  for  a  number  of  years  past  contained  mnaf^' 
statistics  and  from  this  source  it  Is  ascertained  as  follows  : 

Organized  in  1898  with  an  authorize<l  capital  of  $14,000,000— all  comnK' 
shares — ^par  value  $1(X). 

Dividends  are  reported  to  have  been  paid  as  follows: 

1905,  5  per  cent  cash ;  1906,  5i  per  cent  cash ;  1907,  6  per  cent  cash :  19"^  ♦ 
per  cent  cash  and  40  per  cent  stock  dividend ;  1909,  6  per  cent  cash ;  1910.  '» \»' 
cent  cash ;  1911,  8  per  cent  cash ;  1912,  10  per  cent  cash  ;  1913,  10  per  cent  «-•*' 
and  121  per  cent  in  common  stock  of  Oxweld  Acetylene  Co. ;  1914,  10  per  *>-:  * 
cash  and  40  per  cent  stock  dividend ;  1915,  8  per  cent  cash ;  1916,  8  per  cent  rj* 
and  40  per  cent  stock  dividend ;  1917,  8  per  cent  cash ;  1918,  8  per  cent. 

1912:  Stockholders  of  record  were  given  the  right  to  subscribe  at 
par  to  10  per  cent  of  their  holdings  or  $1,089,780.  Total  out- 
standing capital  in  this  year $ll,987.9u.' 

1913 :  Stockholders  of  record  again  given  the  right  to  subscribe  at 
par  to  10  per  cent  of  their  holdings  or  $1,198, 760.  Out.standing 
capital 13,  lft»  •■• 

1913:  Shares  of  capital  stock  increased  to 3a.00ili"»' 

1914:  A  40  per  cent  stock  dividend  was  declared.  Outstanding 
stock 19,OB0.Uji 
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fUTi :  Stockholders  again  given  the  right  to  subscribe  at  par  to  10 

|K*r  cent  of  their  holdings:  outstamling  capital  stock $20,906,000 

016 :  Shares  of  capital  stock  Increased  to  a  stock  dividend  of  40 

I^r  cent  paid i 50,000,000 

\ni:  Outstanding  capital  stock 38,131,000 

!»is:  Outstanding  capital  stock 39,757,854 

t»lS:  This  company  absorbed  by  and  became  a  subsidiary  of  the 
rnion  Carbide  &  Carbon  Corporation. 

GROWTH   OF  UNION   CARBIDE  CO.    WHILE  CARBIDE   WAS  DUTY  FREE. 

Surely  the  rapid  growth  shown  above  daring  the  time  calcium  carbide  was 
>n  the  free  I'st  conclusively  shows  that  this  business  needs  no  protection. 

When  the  Canada  Carbide  Co.'s  product  "  Canadian  carbide  **  was  first  offered 
in  the  United  States,  it  was  received  with  considerable  hesitation  by  the  trade.' 
While  frankly  admitting  they  wanted  competition,  the  consumers  were  afraid 
of  The  quality. 

It  took  at  least  two  years  of  strenuous  efforts  on  our  part  to  even  break 

iito  the  market  and  overcome  the  fear  and  prejudice  the  American  consumer 

had   against  outside  carbide.     It  was  only  due  to  the  high  quality  of  the 

<^unadian  product  that  we  were  able  to  establish  ourselves  in  this  market. 

The  difficulties  we  experienced  selling  Canadian  carbide,  which  equals  the  finest 

•  arb'.de  produced  anywhere,  proves  conclusively  that  it  would  be  impossible  tp 

biM-ome  established  in  this  market  with  an  Inferior  article.    In  addition  to  this 

prejudice  on  the  part  of  the  American  consumer  on  the  question  of  quality,  it 

has  taken  us  several  years  to  properly  size  our  carbide  to  meet  the  market 

rp(]uirements.  and  while  no  doubt  we  have  taken  business  away  from  the  Union 

Tarbide  Co.,  we  estimate  that  easily  70  per  cent  or  more  of  our  growth  is  due 

tn  increase  in  the  uses  of  carbide. 

(Mi  the  other  hand,  the  Union  Carbide  Co.  has  also  benefited  by  the  increased 

<fmsumption  of  carbide.    Without  doubt  their  total  sales  since  our  competition 

<*omuienced  shows  as  large  an  increase  in  tonnage  as  ours-r-probably  larger. 

We  estimate  the  consumption  in  the  United  States  to  be  150,000  tons  per  year. 

From  what  Information  is  obtainable,  the  production  of  various  United  States 

plants  in  1920  was  approximately  as  follows  : 

Tone. 

Union  Carbide  Co '—  60,  000-80, 000 

American  Carbolite  Co 1,  000-  1,  500 

Gas  Tank  Recharging  Co 2.000-  3,000 

National  Carbide  Co 2, 500-  3, 500 

All  other  United  States  makers 1, 000-  2,  OOQ 


66,  500-90, 000 

These  production  figures  indicate  a  shortage  which  would  tend  to  consider- 
ably increase  prices.  , 

We  have  said  the  Union  Carbide  Co.  dominates  the  market,  and  hence  their 
erowth  is  indicative  of  the  growth  of  the  industry. 

To  substantiate  this  we  would  point  out  that  the  most  important  feature  in 
tbt»  sale  of  carbide  is  distribution. 

Probably  95  per  cent  of  the  consumers  of  carbide  buy  in  less  than  carlots 
ami  to  give  the  required  service  it  is  necessary  to  locate  stocks  at  central  points. 

Their  wonderful  warehouse  facilities,  as  shown  by  the  following  list,  ex- 
plain why  other  concerns  can  not  take  the  carbide  business  away  from  them : 

Warehouses. 

Union  Carbide  Sales  Co *170 

Shawinfgan  Products  Corporation 38 

Amt»rican  Carbolite  Co 3 

Uas  Tank  Recharging  Co 3 

National  Carbide  Co 10 

Standard  Carbide  Co 10 

At  a  glance  at  the  above  list  you  can  see  that  we  are  the  only  concern  other 
than  Union  with  any  distribution  and  we  must  admit  that  a  large  percentage 

^  111     I     ii..»i.i«    I. «iii  .■..■■         .11     I        ■■ 

1  AjyproxSmately. 
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of  our  warehouses  are  failures,  due  to  our  Inability  to  obtain  enough  busioes 
to  make  them  pay. 

The  Union  Carbide  Go.  state  that  over  340,000  farmers*  and  suburban  honKs 
are  lighted  with  acetylene.  We  do  not  supply  2  per  cent  of  this  number.  Vi^M 
this  type  of  business  calls  for  the  highest  prices  and,  therefore,  most  desirable,  c 
is  impossible  for  anyone  to  locate  these  consumers  except  at  prohibitiTe  ex 
pense.  Therefore,  this  business  will  always  be  held  by  the  Union  Carbide  C^. 
who  obtained  the  major  portion  when  they  controlled  patents  and  no  coc 
petition  existed  and  to-day,  through  control  of  or  special  arrangements  wlt^ 
most  generator  makers,  are  promptly  advised  of  each  new  sale. 

Pabt  IV. — ^Reasons  Advanced  for  a  Duty. 

The  brief  presented  to  the  Ways  and  Means  Committee  ask  for  a  ao-caUef 
protective  tariff  for  one  reason  only — that  foreign  manufacturers'  costs  nit 
much  cheaper. 

Pabt  V. — Why  Dxjty  Not  Necessaby. 

In  the  first  place  while  carbide  has  been  on  the  free  list  since  lj913,  none 
has  been  imported  by  European  makers  (although  three  years  have  elapse: 
since  the  close  of  the  Great  War). 

There  is  only  one  explanation  of  this— that  the  foreign  makers  are  unab> 
to  profitably  compete.  A  few  years  before  the  war  all  the  European  maaL 
facturers  formed  an  International  syndicate  to  regulate  and  control  the  sa^ 
of  carbide  and  entered  into  an  agreement  whereby  all  European  Interests  k(Tt 
out  of  the  American  market  in  return  for  the  American  interests  keeping  oot 
of  Europe. 

During  December,  1920,  this  syndicate  >vas  revived,  and  while  the  Gennis 
interests  have  not  yet  been  taken  into  the  syndicate  most  of  the  ottier  EuropeAt 
manufacturers  have  agreed  to  retain  their  prewar  arrangements  and  they  have 
already  intimated  to  the  American  interests  that  the  old  arrangements  will  V 
strictly  adhered  to.  The  Germans  have  a  domestic  syndicate  for  controllla: 
trade  in  Germany  and  have  intimated  that  as  soon  as  they  are  able  to  dispn^ 
of  the  surplus  stocks  they  will  aga!n  enter  into  the  syndicate  arrangpDM^t* 
with  the  other  European  producers. 

In  their  brief  to  the  Ways  and  Means  Committee  the  Union  Carbide  r«« 
make  mention  of.  their  large  plant  in  Norway.  This  plant  has  never  Ytm 
operateil  and  it  is  commonly  believed  among  the  trade  that  the  only  rea^no 
it  was  built  was  for  the  purx)ose  of  assuring  that  foreign  makers  would  It^ 
up  to  their  understanding  to  the  effect  that  so  long  as  the  Union  Caibide  <^'* 
kept  out  of  the  European  market  they  would  not  endeavor  to  sell  in  the  United 
States. 

The  Union  Carbide  Co.  still  have  this  plant  as  a  threat  and,  without  doat>t. 
could  convince  the  European  makers  that  It  was  to  their  advantage  to  leave  the 
United  States  market  alone,  should  they  consider  approaching  same. 

There  are,  th^refore,  in  view  of  this  arrangement,  but  two  countries  fnic* 
which  carbide  might  be  imported — Canada  and  Germany. 

CABmOB  MANUFACl'UBKBS  IN  CANADA. 

There  are  two  carbide  plants  in  Canada — Union  Carbide  Co.,  of  Wellai>t!. 
Ontario ;  and  Canada  Carbide  Co.,  of  Shawinigan  Falls,  Quebec. 

Both  of  these  concerns  are  owned  and  controlled  by  United  States  intere«t9. 

The  Union  Carbide  Co.,  however,  also  have  large  plants  at  Sauit  Ste.  Man«. 
Mich.,  and  Niagara  Falls,  N.  Y.,  for  the  manufacture  of  carbide.  In  view  of 
this  situation  they  naturally  do  not  object  to  a  tariff  as  same  would  not  9erioiL<f 
harm  them  while  it  would  remove  the  competitiwi  of  "  Canadian  carbide.**  tbr 
trade  name  of  the  product  of  the  Canada  Carbide  Co. 

The  Canada  Carbide  Co.  has  been  selling  Canadian  carbide  in  the  Unltrt! 
States  for  the  past  seven  years  and  all  the  United  States  makers  admit  thW.r 
competition  has  been  fair  and  honest. 

Officials  of  the  largest  United  States  makers  have  said  that  they  did  not  nbie<t 
to  Cnnadian  competition  but  wrre  only  worrie<l  jilMuit  the  possibiUtles  of  iWrnwi. 
competition.     Unquestionably  they  would  not  f^l  badly  to  see  the  Caoadiaa 
competition  removed,  but  their  remarks  plainly  show  that  the  methods  eo 
ployed  in  selling  "  Canadian  carbide  "  have  been  absolutely  fair  and  sqitare« 
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CANADA  COSTS  NOT  CHBAPEE. 

Contrary  to  inference  made  by  the  Union  Carbide  Co.,  the  costs  of  the  Canada 
("arbide  Co.  are  not  lower  than  theirs — in  fact,  are  higher — taking  into  con- 
sideration the  much  heavier  freights  "Canadian  carbide"  must  pay  to  reach 
the  consumer.  From  the  map  attached  (not  printed)  showing  location  of  car- 
bide plants,  it  can  be  plainly  seen  that  the  Canada  Carbide  Co.  is  at  an  enormous 
disadvantage  on  freights  alone,  every  carbide  plant  being  the  nearer  market  than 
they  are.  They  have  never  been  able  to  compete  west  of  the  Mississippi  and 
only  to  a  small  extent  west  of  Ohio. 

The  Union  Carbide  Co.  infer  the  Canada  Carbide  Co.  have  lower  costs  because 
they  are  owned  by  the  Shawinigan  Water  &  Power  Co..  and  hence  have  excep- 
tionally cheap  power.  They  do  not  mention  that  they  have  their  own  power 
plant  at  Sanit  Ste.  Marie,  bought  when  the  original  company  went  bankrupt, 
and  in  addition  to  this  purchase  their  power  for  their  Welland  and  Niagara 
plants  against  long-time  contracts  made  years  ago  when  power  prices  were  at  a 
minimnm. 

There  is  very  little  difference  between  labor  costs  here  and  in  Canada.  This 
can  be  readily  understood  by  a  glance  at  lists  of  elements  entering  into  cost. 
iSee  Part  IL) 

As  the  Canada  Carbide  Co.  buy  most  all  their  raw  materials  in  the  United 
States  and  have  no  saving  in  this  respect — ^in  fact,  pay  more  due  to  their  loca- 
tion, which  results  in  heavier  freights. 

For  example,  steel  sheets  for  drums  are  sold  on  an  f.  o.  b.  Pittsburgh  or  f.  o.  b. 
Chicago  basis.     The  freight  from  Pittsburgh  to  Shawinigan  Falls  is  almost 
double  that  to  any  United  States  maker's  plant. 
The  same  is  true  of  coke. 

Lime  or  limestone  is  obtainable  all  over  this  continent,  but  the  Canada  Car- 
bide Co.  is  at  some  disadvantage,  due  to  the  fact  that  it  Is  further  removed 
from  its  qnarry  than  any  United  States  manufacturer. 

germa:^  carbide  and  possibilities  of  competition. 

I>arge  quantities  of  carbide  are  made  in  Germany,  and  in  view  of  labor  con- 
ditions there  at  the  moment  and  the  low  value  of  German  money,  they  could 
without  doubt  sell  at  very  low  prices  delivered  to  seaboard  points. 

The  statement  has  been  made  that  German  carbide  can  be  bought  at  from 
$60  to  $65  per  ton  f.  o.  b.  New  York,  but  the  most  recent  quotation  we  have  is 
$64  f.  0.  b.  Hamburg. 

In  the  first  place,  this  price  is  based  on  "lump  sizes'*  and  the  carbide  is 
paelied  in  naked  drums. 

A  higher  price  is  asked  by  European  makers  on  "crushed  sizes'*  (the  size 
chiefly  used  In  this  country).  Due  to  ocean  shipping  regulations  and  to  insure 
safe  receipt,  it  would  be  necessary  to  crate  the  drum,  for  which  an  extra  charge 
would  be  mada 

To  obtain  the  "  crushed  sizes  **  and  proper  packing  would  add  at  least  $10 
per  ton  to  the  price. 

Due  to  the  fact  that  they  have  no  high-grade  coal  available  (unless  they  buy 
from  England  or  here,  with  a  corresponding  increase  in  costs),  the  German 
carbide  is  of  very  low  quality.  Samples  obtained  and  tested  by  outside  parties 
(see  letter  following  this  paragraph)  show  a  gas  yield  of  from  3.S0  cubic  feet 
to  3.90  cubic  feet  per  pound,  whereas  the  same  size  carbide  made  in  this  coun- 
try wiU  run  from  4.50  to  4,70  cubic  feet  per  pound.  This  shows  the  German 
product  to  be  from  20  per  cent  to  25  per  cent  inferior. 

66  VicTOUiA  Street,  London,  S.  W.  I., 

May  27,  X921, 
M^rs,  Shawinigan  (Ltd.), 

1  Tudor  Street,  London,  E.  C.  4. 

ANALYSIS  OF  CAIATl^U  CARBIDE  FROM  COLOGNE. 

Gentlemen:  I  have  examined  the  two  samples  of  calcium  carbide  received 
trom  you  on  the  24th  instant,  in  accordance  with  your  instructions  of  that  date, 
and  beg  to  report  as  follows : 

The  samples  were  contained  in  tins  with  self-sealing  lids,  and  were  received 
In  good  condition  except  that  there  was  very  slight  quite  superficial  decompo- 
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sition  of  the  lumps,  evidently  due  to  the  moisture  in  paper  which  had  been  i*v 
in  the  tins  as  filling. 

I  certify  that  these  samples  of  carbide,  when  tested  as  received  (without  pr*- 
llminary  breaking  of  the  lumps)  gave  the  following  yields  of  gas.  viz: 


Mark  on  container  of  sample. 


Cubic  feet      liters  ** 

lataOindMs'  (as  at  7k 
andflO       ™tiiitr.j*fi 
Fahrenheit    and  ISC 
per  pound    per  )ah  d 
of  carbide,      carbide 


No.  1.  "Caldum  carbide  as  retailed  in  Cologne,  Commercial  Secretary,  Cologne. 

i9.6,*2i ..I         xao  » 

No.  2.  "Calcium  carbide  as  offered  by  the  firm  of  Paul  Abraham,  Brussler  Plata 
15,  Cologne;  yield  270  liters  per  kilo.  British  Commercial  Secretary, 
Cologne,  19,  5, '21" 


>i 


3.tt5<  ST 

1 


I  am  sealing  up  the  balance  (about  half)  of  each  of  these  two  samples  fn** 
forwarding  to  V.   G.   Bartram,   care   Canada  Carbide  Co.,  Power   Buildin:. 
Craig  Street,  Montreal,  Canada. 
Yours,  faithfully, 

W.  J.  A.  BUTTEBFIELD. 

While  German  production  is  sufiicient  to  amply  take  care  of  Uieir  own  ^^ 
quirenients,  they  have  always  imported  considerable  calcium  carbide,  doe  to 
the  fact  that  their  own  product  is  of  inferior  grade. 

Assuming  that  German  carbide  can  be  delivered  at  $55  per  ton  New  York 
($10  lower  than  price  quoted  us  f.  o.  b.  Hamburg),  we  beg  to  point  out  that  tht« 
figure  corresponds  to  the  domestic  maker's  price  f.  o.  b.  works  without  addiut 
selling  expehse. 

To  sell  a  foreign  product  here  we  estimate  these  additional  expenses  wonid 
be,  conservatively,  as  follows : 

Per  tilt 

Seli.'ng  expense $12. 00 

Warehousing  charges 6».0v 

Average   freight 10.00 

Price  at  seaboard 55.  »• 

Total 83,  U» 

Therefore,  on  the  basis  of.  acetylene  gas  obtainable,  which  is  what  carbide  i« 
bought  for,  we  find  the  consumer's  price  would  be — 


Gas  yield  Cubicfeei  ?Sl^ 

per      !  Per  ton.      of  gas      **'^"*^ 
pound.  1  per  ton       J^^ 


Cu.ft.    .  (  Cnt' 

German  carbide :i.  5       $^100  7.000  I    • 

United  SUtcs  carbide 4.5        I0r>.00  '  ^000  '        1  '*" 

I 


•  While  olTers  of  German  carbide  are  said  to  have  l>een  made  here  we  ha^ 
been  unable  to  locate  a  consumer  who  has  received  a  pn^position. 

We  are  told  (Tcrnian  representatives  have  oflfere<l  large  tonnages  to  th^ 
Union  (^arbide  Co.  at  low  pr'ces,  but  of  course  the  price  to  such  a  concern  noA 
on  a  large  quantity  can  not  be  compared  with  consumer's  costs  without  adding 
inland  freights,  selling  expt*nse,  and  warehouse  charges. 

We  have  already  pointed  out  that  the  German  rnrbitle  is  of  low  quality,  in 
add'tion  to  this  it  is  incorre<tly  sized  and  packe<l  for  this  market,  and  the  !»• 
produced  very  impure. 

The  European  generators  are  water  to  carbide  type  while  those  used  her* 
carbide  to  water. 
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GERMAN  PBODUCT  WBONGLT  SIZED. 

This  latter  type  requires  much  closer  and  better  sizing  to  operate  satisfac- 
torily and  foreign  sizes  (i.  e.  15  by  25  mm.,  etc.)  will  not  do.  Further,  90 
I)er  cent  of  the  generators  here  require  the  "  crushed  sizes  "  which  are  seldom 
used  abroad  and  for  which,  on  account  of  the  additional  work  to  crush  and 
screen,  a  higher  price  is  asked. 

The  sizes  commonly  used  in  the  United  States  are  practically  all  crushed 
sizes.  The  following  table  shows  the  variance  between  United  States  and  for- 
eign sizing. 


Name. 


Correspond- 
ing foreign 

sizes  in 
millimeters. 


Pfa.... 
Miners' 
Nut... 


Foreign  size 
in  inches. 


4by« ibyi- 

8bvl5 liby*. 

16  by  26 1  4byl. 

25 by 50 Iby2. 


United  States 

size  in 

inches. 


nil'- 


Generators  in  this  country  are  made  for  United  States  sizes,  and  the  carbide 
must  be  properly  sized  to  operate  properly. 

INCORBECTLV  PACKED. 

German  carbide  is  packed  in  drums  on  which  the  heads  are  soldered,  necessi- 
tating the  breaking  of  the  drum  to  remove  the  contents.  This  would  not  b« 
attractive  to  the  trade  here,  accustomed  as  they  are  to  the  convenient  screw-top 
package,  which  can  be  closed  again  If  all  the  contents  are  not  removed. 

This  is  an  extremely  important  feature,  as  the  moisture  in  the  air  will  cause 
the  carbide  to  slake  very  quickly. 

Therefore  if  the  entire  drum  is  not  Immediately  emptied,  the  carbide  left  in  a 
German  drum  would  become  slacked  and  be  of  no  use. 


ADDITIONAL    COST    TO    CONSUMIX. 

I>ne  to  inferior  quality,  each  customer  would  have  to  purchase,  pay  freight 
ou,  and  handle  20  per  cent  additional  material  in  order  to  obtain  the  same 
amount  of  gas.  (See  Part  V,  p.  11.)  We  estimate  this  added  expense  at 
easily  $3  per  ton. 

The  source  of  German  carbide  is  so  far  removed  from  actual  market  that 
the  consumer  could  not  count  on  prompt  and  efficient  service — one  thing  that 
the  United  States  buyer  absolutely  demands. 

To  ship  carbide  from  Germany  to  the  United  States  and  keep  a  fresh  and 
correctly  sized  stock  at  all-  warehouses  would  be  almost  impossible. 

Even  the  Union  Carbide  Co.,  with  their  wonderful  chain  of  warehouses,  at 
times  run  short. 

The  consumer  fully  appreciated  what  this  means,  and  very  few,  if  any, 
would  risk  being  dependent  for  their  supply  where  the  possibilities  of  failure 
of  deliveries  was  so  great. 

The  United  States  buyer  demands  two  things  above  all — quality  and  service. 
They  would  not  get  these  by  buying  German  carbide. 

In  addition  to  the  fact  that  the  German  producer  is  so  far  removed  from 
thi8  market  that  the  consumer  could  not  obtain  efficient  service,  it  is  a  well- 
known  fact  that  German  competition  at  present  is  only  made  possible  through 
the  low  value  of  the  German  mark,  and  on  return  of  normal  exchange  the 
fi<*rman  manufacturer  can  not  hope  to  compete  in  this  market.  German 
manufacturers  under  their  own  domestic  syndicate  arrangement  have  agreed 
that  when  exchange  conditions  are  such  that  they  can  no  longer  enjoy  their 
present  advantage  such  plants  In  Germany  as  now  produce  from  steam- 
Renerated  electric  power  have  agreed  to  close  down,  leaving  only  the  few 
plants  using  hydroelectric  power  in  the  field,  greatly  reducing  the  German 
output. 

Inasmuch  as  we  believe  that  the  facts  given  mainly  show  there  Is  no  possi- 
bility of  importation  of  carbide  from  Germany  or  other  foreign  countries,  a 
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duty  on  carbide  as  proposed  in  the  new  tariff  bill  would  only  afFect  the  Canadiii 
producer.  In  other  words,  such  a  duty  would  be  aimed  solely  at  Canada,  ui 
therefore  discriminatory. 

A.  A  duty  of  $30  per  ton  (1  cent  per  pound)  absolutely  prohibits  the  impoit 
of  calcium  carbide.    Therefore  it  would  yield  no  revenue.  « 

B.  The  growth  of  the  Union  Carbide  Co.  and  the  starting  of  three  ne# 
makers  during  the  time  carbide  has  bet'n  duty  free  shows  the  industry  doesn* 
need  protection. 

C.  German  competition  is  impossible  because  of  (1)  inferior  quality,  (2) 
incorrect  sizing,  (3)  wrongly  packed,  (4)  impure  gas,  and  (5)  if  it  xnn 
possible  they  would  have  shipped  carbide  in  during  1919,  1920,  and  1921. 

D.  Other  European  makers  through  carbide  syndicate  have  agreed  to  sUf 
out  of  the  United  States. 

E.  Duty  would  create  a  monopoly  for  the  Union  Carbide  &  Carbon  Co^ 
poration. 

F.  Majority  of  consumers  of  calcium  carbide  are  oppo$?ed  to  such  actioD. 
(See  attached  copies  of  a  few  letters.) 

(x.  With  Imports  prohibited  the  withdrawal  of  adequate  competition  will, 
no  doubt,  increase  prices,  affecting  directly  the  farmer,  the  miner,  and  U» 
industrial  plants. 
Respectfully  submitted. 

Shawinioan  Products  Corpobatio5, 
L.  F.  Ix)UTREL,  Vice  President. 


The  Amebican  Steel  Tube  Co., 

Toledo,  Ohio,  July  27,  1921.^ 
Shawinioan  Products  Co.. 

110  Williams  Street,  Nexo  York,  N,  Y, 

Gentlemen  :  Referring  to  our  correspondence  in  reference  to  proposed  duty 
of  $20  to  $25  per  ton  on  calcium  carbide,  there  Is  practically  but  one  concera 
in  the  United  States  that  Is  producing  calcium  carbide  In  commercial  quantitiea^ 
namely  the  Union  Carbide  Co.,  whom,  as  you  know,  have  until  a  few  yean 
ago  absorbed  all  competitors  In  this  business,  but  also  have  branched  out  Into 
other  fields  and  absorbed  the  National  Carbon  Co..  a  very  large  and  prosporoui 
concern,  and  the  Prost-O-Llte  Co..  and  from  a  comparatively  modest  beginning 
have  become  a  very  large  concern,  until  they  now  have  2,825,048  shares  stock 
outstanding,  on  which  they  pay  a  dividend  of  $4  per  share,  and  with  their 
absorbing  of  other  companies  in  exclusive  lines  they  have  rapidly  grown  from 
a  lusty  infant  to  huge  proportions  and  should  be  able  to  walk  alone  and  meet 
any  competition  from  home  and  abroad  and  have  outgrown  the  need  of  paternal 
protection. 

Their  plant,  located  in  northern  Michigan  near  Saulte  Ste.  Marie,  Ims  the 
advantages  of  cheap  hydroelectric  power  and  is  located  in  a  belt  of  the  purest 
limestone  In  this  ccmntry ;  they  also  have  the  advantage  of  comparative  cheap 
freight  rates  on  their  carbon  content,  which  Is  coal  or  coke,  with  the  added 
advantage  of  being  In  a  comparatively  short  radius  of  the  great  automoWie 
centers.  Into  whose  pro<luct  the  largest  amount  of  carbide  is  use<l. 

On  the  other  hand,  your  plant,  located  in  the  Province  of  Quebec,  has  also 
the  advantage  of  cheap  hydroelectric  pow(»r,  but  a  very  much  higher  rate  on 
your  carbon  content,  wliicli  must  be  i^rocured  from  Nova  Scotia  or  the  Unitwl 
States,  aiHl  your  product  is  the  e(|ual.  if  nr)t  the  superior,  to  any  that  we  ha^"* 
usetl  In  six  years. 

In  1916.  1017.  1018.  and  part  of  1010  we  were  paying  the  Union  Carbide  Co- 
$65  per  ton  delivered  in  our  factory,  after  which  they  advananl  the  price  ontU 
they  now  demand  $105  per  ton  in  carload  lots,  or  an  increase  of  about  w^ 

per  cent. 

A  duty  of  $20  or  $25  per  ton  paid  to  this  company  Is  not  protection,  bot  ft 
bounty  wholly  unjust ifleil  by  the  facts  in  the  case. 

Itecently  st^veral  concerns  hav(»  started  in  the  business — t)ne  at  Keokuk,  Io>*^» 
and  another  at  Ivanho(»,  Va.  They  both  have  the  advantage  of  hydroelectric 
current  and  are  near  coal  tields.  Apparently  tbcre  is  an  urulorstanding  botw«?*^ 
these  companies,  as  they  all  quote  the  same  figure.  Therefore  tariff  imposed  •** 
calcium  carbide  at  the  present  tini(»  is  nothing  but  a  bounty  paid  to  a  monopoly 

i  am  in  favor  of  prote<tion  where  protection  is  neede<l,  but  the  sooner  that  ^* 
reallTse  that  the  war  is  over  as  well  as  the  i)rlces  incident  thereto,  and  ti>* 
business  must  foot  the  bills  an<l  Conjrress  stop  playing  favorites  and  bel** 
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oiisled  by  foolish  propaganda  and  can  differentiate  between  the  articles  that 
need  protection  and  thoise  that  do  not,  we  shall  arrive  where  the  country  is 
expecting  we  should. 

I  trust  that  you  may  be  able  to  satisfy  the  Finance  Committee  that  you  are 
practically  the  only  competitor  of  the  Union  Carbide  Co.,  make  a  produc  of  the 
highest  grade,  and  that  they  should  be  in  position  from  their  advantages  to 
greatly  undersell  your  company  in  the  American  markets. 
Yours,  truly, 

The  Amebic  an  Steel  Tube  Co., 
J.  H.  Caitffield,  President, 


Dewveb,  Coix).,  July  28, 1921, 

L.  F.  liOXTTBEL, 

Care  J.  Harrison  Power,  Southern  BuUding,  Washington,  D,  C: 

Your  wire  July  27  is  my  first  information  that  Finance  Committe  hearing  on 
carbide  Is  Friday.  I  have  to>day  wired  Senator  Phippe,  Colorado,  to  secure 
time  for  filing  protest  on  proposed  tariff  on  carbide.  Had  fully  expected  to  ap- 
pear in  person  to  object  not  only  for  my  own  company  but  as  delegate  of  about 
50  independent  oxygen  producers  in  many  States,  all  of  whom  have  filed  protests 
with  their  Senators,  I  believe. 

Without  reservation  we  subscribe  to  the  views  presented  by  you  and  are  firmly 
convinced  that  the  proposed  tariff  on  carbide  will  not  only  strengthen  an  already 
existing  monopoly  employing  a  few  hundred  persons  at  most,  but  will  accomplish 
the  utter  ruin  of  many  Industries  using  carbide  and  work  an  economic  hardship 
upon  the  thousand&i  of  carbide  consumers,  with  absolutely  no  compensating  re- 
sults to  the  Federal  Government  through  revenue.  We  trust  the  Senate  will 
not  be  influenced  by  the  glittering  generalities  contained  in  briefs  of  carbide 
manufacturers,  but  will  give  heed  to  the  facts  as  you  present  them. 

Compressed  Gas  Corporation,  Denver,  Colo, 
Gas  Products  Association. 
By  C.  O.  Epperson. 


Bessemer,  Ala.,  July  27,  1921, 
Shawikigan  Products  Corporation, 

Care  Mr,  J.  H.  Powers,  Southern  Building,  Washington.  D.  C: 

We  wish  to  join  you  In  opposition  tariff  calcium  carbide,  which  will  only 
tend  to  throttle  competition  and  aid  a  monopoly.  Our  people  in  the  South  are 
calling  for  lower  prices  on  this  commodity,  which  is  used  largely  by  miners  in 
producing  coal  and  farmers  for  house  lighting. 

Long  Lewis  Hardware  Co. 


Burdett  Oxygen  &  Hydrogen  Co., 

Chicago,  III,  July  27,  1921. 
Shawihqan  Products  Corporation, 

no  William  Street,  New  York,  N.  Y, 

Gentlemen:  In  our  opinion  the  proposed  tariff  on  calcium  carbide  will,  if 
enacted,  give  a  practical  monopoly  to  the  Union  Carbide  Co.,  who  now  control 
approximately  80  per  cent  of  the  calcium  carbide  trade  in  the  United  States. 
The  effect  of  such  a  tariff  will  not  only  be  detrimental  to  each  independent 
oxygen  manufacturer,  but  will  be  widely  felt  in  the  increased  cost  of  operating 
railroads,  lighting  farm  houses,  lighting  mines,  and  in  the  operation  of  metal 
welding  industries  generally  In  the  United  States. 

More  than  340,000  farms  and  suburban  homes  are  lighted  with  acetylene  gas, 
In  the  making  of  which  calcium  carbide  is  exclusively  used.  Every  railroad 
shop  uses  acetylene  gas  In  combination  with  oxygen  for  cutting  and  welding 
metals.  Machine  shops,  foundries,  metal-working  establishment*,  ^rages,  scrap 
yards,  shlpyanls,  steel  mills,  and  practically  every  other  industry  where  iron 
and  steel  is  used  uses  acetj^lene  gas  in  the  oxyacetylcne  process  for  cutting  and 
welding  metals. 

The  Union  Carbide  &  Carbon  Co.,  owners  of  the  Union  Carbide  Co.,  supplying 
carbide,  of  the  Prest-O-Lite  Co.  supplying  acetylene  and  of  the  Llnde  Air  Prod- 
ucts Co.  supplying  oxygen,  has  been  enabled  to  successfully  use  its  practical 


274  TABIFF CHEMICAL  SCHEDULE. 

control  of  the  manufacture  of  carbide  by  informing  the  user  of  both  oxygen  ui: 
acetylene  of  the  unavailability  of  getting  a  supply  of  acetylene  unless  tiif.- 
company  was  awarded  the  oxygen  business.  It  has  been  the  hope  of  the  inde- 
pendent oxygen  manufacturers  to  be  able  to  supply  acetylene  by  making  n^ 
of  carbide  now  being  shipped  into  this  country  principally  from  Canadi. 
Should  the  proposed  tariff  prevail,  it  will  close  the  doors  to  the  furthermnce  • ' 
such  project  and  increase  the  power  of  the  Union  Carbide  Co. 

The  carbide  now  being  imported  into  this  country  from  Canada  Is  of  h.^. 
grade,  and  we  understand  that  00  per  cent  of  the  capital  Invested  in  the  Caiu- 
dian  industry  is  furnished  by  United  States  citizens.  The  proposed  tariff  wooM 
prohibit  any  importation  of  carbide  in  this  country  from  Canada.  It  would  rBl«^ 
no  revenue  whatever. 

The  Union  Carbide  is  not  an  industry  that  needs  protection  in  the  form  « ' 
tariff  as  is  evidenced  by  the  fact  that  it  has  grown  from  a  comparative  sma 
organization  to  a  corporation  representing  over  $250,000,000  during  the  tinn 
carbide  was  on  the  free  list. 

The  argument  that  if  the  calcium  carbide  Is  put  on  a  free  list  the  GennaD* 
would  be  in  a  position  to  usurp  this  market  Is  of  no  avail  for  the  reason  tba: 
their  carbide  is  of  an  inferior  grade  and  they  have  not  been  able  to  accoc- 
plish  this  during  the  time  there  has  been  no  tariff  on  carbide. 

We  wish  you  every  success  in  your  resistance  of  the  tariff  being  placed  i^ 
calcium  carbide,  for  we  believe  your  stand  Is  just  and  a  tariff  will  be  detn- 
mental  to  the  interests  of  the  United  States. 
Yours,  truly, 

BUBDETT  OXTQEN  Co.  OF  DeTBOIT, 

(Plant  at  Detroit,  Mich.) 
BuBDETT  Oxygen  &  Hydiiooek  Co., 

(Plant  at  Pittsburgh,  Pa.) 
BiTKDETT  Oxygen  Co.  of  Texas, 

(Plant  at  Fort  Worth,  Tex.) 
Bxjbdett  Oxygen  Co.  of  Oklahoma, 

(Plant  at  Oklahoma  City,  OkIa.> 
ByE.  A.  Faulhabeb,  President 

BuBDETT  Oxygen  Co.  of  Chattanooga. 
ByE.  A.  Faulhabeb,  Vice  President, 


PiTTSBUBOH,  Pa.,  July  t8,  1921. 

Shawinioan  Pboducts  Cobporation, 

110  Williams  Street,  New  York,  N.  Y. 

Qentlemen  :  We  have  learned  that  a  hearing,  on  the  subject  of  a  propofei 
tariff  on  calcium  carbide,  comes  before  the  Senate  Finance  Committer  *'^ 
Friday,  the  29th  instant. 

As  one  of  your  customers,  permit  us  to  express  ourselves  to  the  effect  <hi* 
we  do  not  believe  that  a  duty  on  this  particular  material  Is  at  all  necessary  <•: 
advisable,  and  we  shall  try  to  give  you  briefly  our  reasons  for  this  belief. 

There  are  very  few  manufacturers  of  calcium  carbide  in  the  United  Sta tw- 
in fact,  only  one  of  any  consequence ;  the  combined  production  of  the  one  larc** 
company  and  the  few  small  ones  is  not  enough  to  take  care  of  the  requirement* 
in  this  country,  and  it  is,  therefore,  necessary  to  Import  A  duty  would  iim«d 
an  unnecessary  advance  in  price  to  the  consumers  here  and  a  practical  monopol) 
for  one  manufacturing  company. 

As  you  are  aware,  we  are  large  distributors  of  calcium  carbide^  lmport»*d 
from  Canada  by  your  company,  which  we  understand  Is  controlled  and  aliiM»^ 
entirely  owned  by  citizens  of  the  United  States. 

The  Canada  Carbide  Co.  has  furnished  clean,  wholesome  competition  whit-fc 
has  kept  prices  within  reasonable  figures.  A  duty  will  make  necessary  tc 
advance  in  price  by  the  Canada  Carbide  Co.,  and  the  manufacturers  In  tbf 
United  States  being  human  will  absorb  that  advance  to  their  own  benefit.  W* 
can  thinlc  of  no  one  else  who  could  possibly  benefit  by  the  proposed  tax,  except- 
ing our  Government  and  the  revenue  would  be  too  small  to  warrant  the  eTtr« 
burden  on  the  consumer. 

We  will  appreciate  it  very  much  If  you  will  use  every  effort  possible  to  5h«w 
the  Finance  Committee  Just  what  hardship  the  proposed  tax  would  wort 
upon  the  consumer. 
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There  can  be  no  doubt  but  what  a  tariff  on  calcium  carbide  would  seriously 

etard  progress  in  this  particular  branch  of  business,  which  is  a  condition  to 

e  studiously  avoided  during  this  important  period  of  business  reconstruction. 

AKSuring  you  of  our  sincere  appreciation  of  any  efforts  which  you  can  bring 

f)  l>ear  In  this  imjwrtant  matter,  we  are, 

Very  truly,  yours, 

Thomas  R.  Heyward  Co., 
By  T.  R.  Heywakd,  Jr. 


South  Washington,  Va.,  July  28,  1921. 
Shawinigan  Products  Corporation, 

110  Williams  Street,  New  York  City. 

Gextlemen  :  In  connection  with  a  proposed  duty  on  carbide,  there  are  several 
views  which  I  wish  to  present  on  this  subject,  which  you  may  use  in  your  efforts 
to  prevent  the  imposition  of  a  duty  under  the  Fordney  bill. 

I  believe  that  information  before  us  would  indicate  that  the  carbide  Industry 
in  the  United  States  is  practically  a  monopoly,  controlled  by  one  corporation 
which,  during  a  long  period  of  years,  has  never  failed  to  earn  generous  profits 
without  the  protection  of  any  tariff  whatsoever.    Surely  this  is  sufficient  argu- 
ment to  offset  their  contention  that  a  duty  should  be  Imposed  amounting  to 
20  or  25  per  cent  of  the  present  sales  price  on  carbide.    Aside  from  the  question  of 
protection  for  a  company  which  is  not  in  need  of  it,  I  think  that  the  problem  of  the 
tariff  committees  will  be  to  select  those  industries  which  are  most  likely  to 
suffer  from  a  dumping  program  on  the  part  of  any  foreign  country,  with  the  Idea 
of  exterminating  those  Industries.    There  are,  of  course,  certain  considerations 
Involved  In  the  application  of  tariff  to  protect  certain  Industries  which  have  a 
military  value.    But  it  Is  my  opinion  that  the  tariff  applied  to  any  commodity 
should  be  the  very  minimum  necessary  to  equalize  the  difference  In  cost  of 
manufacture  elsewhere  and  In  this  country. 

I  am  particularly  Impressed  with  the  fact  that  there  should  be  little  or  no 
tariff  on  basic  or  raw  materials,  in  which  there  is  no  skilled  labor  involved. 
The  big  problem  before  the  country  to-day  is  a  reduction  in  taxation,  which 
could  probably  be  effected  If  our  former  allies  were  to  pay  the  interest  or  prin- 
Hpal  on  their  loans.  Slnre  it  is  impossible  for  us  to  hope  for  further  shipments 
of  gold  to  cover  the  payment  of  these  debts,  it  becomes  necessary  for  us  to 
accept  their  commodities  in  payment. 

In  view  of  the  prevailing  condition  in  rate  of  exchange  it  should  be  evident 
that  the  addition  of  this  handicap  to  the  application  of  a  high  tariff  would 
make  It  practically  Impossible  for  us  to  expect  payment  by  this  means. 

There  was  a  time  when  this  country  was  a  debtor  Nation,  and  under  those 
conditions  it  was  advisable  for  us  to  erect  the  very  highest  tariff  barriers, 
hut  under  the  re.versed  condition  existing  to-dny  T  can  seo  no  reason  for  the 
application  of  such  a  barrier, 
^ours,  very  truly, 

Southern  Oxygen  Co., 
R.  B.  SwoPE,  Manager. 

Cleveland,  July  27,  1921. 
Shawinigan  Products  Corporation, 

JIO  WilUam  Street,  New  York  City. 

Oentlkmen  :  Regarding  a  tariff  on  carbide,  we  w^lsh  to  state  that  we  can  see 
no  benefit  to  be  derived  from  the  passage  of  this  bill  as,  in  our  opinion  it  would 
tend  to  monopolize  the  manufacture  of  this  product  In  this  country  and  pro- 
hibit the  Import  of  same.  At  the  present  time  only  a  small  per  cent  is  Im- 
ported. 

Tliere  Is  some  talk  of  fear  of  a  German  product  being  shipped  in  but  we  see 
no  cause  for  this  as  previous  to  the  war,  carbide  was  exported  into  Europe 
and  8old  at  a  less  figure  than  it  could  be  bought  for  in  this  country. . 

Further,  a  tariff  on  this  article  without  a  doubt  would  tend  to  raise  the 
present  selling  price  of  carbide  rather  than  decrease  It,  and  It  would  also  raise 
the  price  of  tanked  acetylene. 
Yours.  ver>-  truly. 

The  Metals  Welding  Co., 
F.  E.  Bennictt. 

Secretary  and  Treasurer. 
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Peoria,  III.,  July  tT,  1921. 
Shawinioan  Products  Corporation, 

Care  of  J,  Harrison  Power,  Southern  Bnildinp, 

Washington,  D.  C, 

Dear  Sir:  As  you  know  our  company  manufactures  and  sells  acetyleoe 
made  from  carbide,  we  are  vitally  interested  in  this  question  of  tariff  on  ctr 
bide.  We  understand  that  the  Union  Carbide  Co.  controls  about  80  per  cent  -f 
the  output  of  this  country.  We  have  been  able  to  buy  from  indep^ident  cor 
cerns  at  a  lesser  price  than  the  Union  Carbide  Co.,  and  we  wish  to  enter  <vir 
protest  against  any  tariff  at  the  present  time,  as  we  feel  that  the  compel  it  na 
by  your  company  will  have  a  tendency  to  keep  carbide  prices  at  a  reasooablf 
figure. 

We  feel  that  any  increase  of  carbide  prices  at  the  present  time  will  work  i 

hardship  upon  us  and  our  customers,  which  we  do  not  want  under  the  prespbt 

conditions,  when  prices  and  trade  conditions  are  undergoing  a  readjoBtmefit 

We  have  already  written  our  Senator  and  Congressman  our  views  in  the  matter 

Yours,  truly, 

Electros  Co., 
t.  d.  buckwell, 

Vice  PreH4int. 


Huntington,  W.  Va.,  July  H,  J92L 
Shawinioan  Products  Corporation, 

Albany,  A'.  Y. 

Gentlemen  :  We  understand  there  will  he  a  hearing  of  the  new  tariff  nnwr 
ures  before  the  Finance  Committee  Friday,  at  which  time  the  question  of  Im- 
port tax  on  carbide  will  be  considered.  We  have  been  interested  in  this  Itrn 
and  recently  wrote  our  Senators  our  views  on  the  subject. 

As  already  stated  to  them,  we  regard  the  foreign  comiietitlon  (which  is  <>•* 
fined  practically  to  the  Canadian  plant  ut  Niagara  Falls)  not  as  a  meoarr 
but  an  actual  benefit.  Indeed,  there  have  been  frequent  periods  during  tin 
past  few  years  that  the  American  supply  was  not  adequate,  and  but  for  iti» 
additional  supply  from  Canada  some  of  our  mines  would  have  been  without 
carbide. 

Calcium  carbide  is  such  a  staple  and  Important  item  in  the  production  '' 
coal  that  we  feel  it  would  be  a  mistake  to  impose  a  tax  which  would  trn<l 
to  increase  the 'cost  to  the  consumer,  and  this  would  l>e  the  Inevitable  re^ti.: 
if  the  industry  should  be  placed  practically  within  the  monopoly  of  Amerlcai 
manufacturers  and  which  is  at  the  present  time  dominated  by  one  Interest 

We  believe  present  competition  is  healthy  and  in  no  way  destructive,  ti»^ 
while  we  appreciate  the  fact  that  there  are  two  sides  to  this  questioiu  tLr 
other  side  being  the  necessity  of  our  present  Congress  to  work  out  a  bill  t^la' 
will  produce  sufficient  revenue  to  meet  our  governmental  needs,  at  the  sar^ 
time  removing  some  objectionable  tax  laws,  we  feel  that  this  tax  would  of 
erate  so  directly  to  Increase  monopoly  that  it  might  well  be  omitted  In  tb« 
tariff  bill. 

Tours,  truly, 

Emmons-Hawkins  Hardwabe  Co^ 
By  J.  L.  Hawkins, 

Vice  President  and  Treasurer. 


INDIANAPOLIS,  IND.,  JtUy  f7,  1911. 

Shawinioan  Products  Corporation, 

110  WiUiam  Street,  New  York  City, 

Gentlemen  :  This  firm  is  opposed  to  the  proposed  tariff  on  caldum  carbi'V. 
which  Is  now  before  Congress  and  which  contemplates  an  import  duty  of  $'3- 
per  ton  on  same.  We  feel  that  such  a  tariff  will  not  only  be  detrimental  to  ^-c 
interests  as  an  Indiana  Industry  but  will  be  widely  felt  in  the  increased  ca<t  «•' 
operating  railroads,  lighting  farm  houses,  lighting  mines,  and  in  the  operati*  '■ 
of  all  metal-working  industries  generally  In  this  territory  which  we  represent 

We  have  written  our  State  Senators  and  Representatives  requesting  them  t- 
oppose  this  tariff  and  trust  that  every  effort  will  be  made  to  defeat  it 
Yoursi  very  truly, 

Indiana  Oxtgkk  Oo^ 
W.  L.  Bbaht. 
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Springfield,  III.,  July  27,  1921. 

HAW  I  NIG  AN  PBODUCTS  COBPORATION, 

110  WUliams  Street,  Neu?  York  City. 

(;lxtl£M£n:  Statistics  show  that  the  Union  Carbide  Co.  and  yourself  pro- 
ace  practically  the  entire  tonnage  of  carbide  used  in  this  country. 
Investigation  will  also  prove  that  German-made  carbide  or  carbide  made  in 
ay  other  foreign  countries  can  not  be  properly  sia^,  packed  for  this  market, 
Dd  exported  at  a  sufficiently  low  cost  to  make  them  competitors. 
Our  candid  opinion  is  Uiat  a  protective  tariff  on  carbide  will  eliminate  the 
hawini^ran  Products  Corporation  and  give  the  Union  Carbide  Co.  an  absolute 
)c»nopoly. 

AH  information,  data,  and  statistics  which  we  are  able  to  obtain  does  not 
rarrant  a  tariff  on  carbide. 
Yours,  truly, 

The  Capital  City  Paper  Co., 
G.  Sntdek. 

Detroit,  July  27, 1921. 
Mr.  .1.  Harrison  Power, 

Southern  Building,  Washington,  T).  C. 

1>HAB  Sir:  We  protest  any  tariff  whatever  on  calcium  carbide;  same  ia 
iit'itlier  necessary  to  the  protection  of^ American  producers  nor  desirable  to 
American  users. 

In  our  opinion  German  carbide  is  being  used  as  a  blind  to  hide  Canadian 
carbide;  the  former  is  of  a  low  grade  and  can  not  i)e  used  by  American  users 
ill  appreciable  quantities  even  at  a  low  price.  To  users  of  carbide  quality  is  of 
hrvt  consideration. 

Tlie  present  cost  of  carbide  is  unwarranted  by  the  cost  of  production  and 
niarkotiiig  same  and  there  is  but  little  doubt  that  present  prices  will  be  ad- 
vjiiHtHl  under  a  tariff  upon  the  article.  We  have  used  Canadian  carbide  and 
fintl  it  a  h!gh-grade  article  thoroughly  satisfactory  to  our  exacting  use. 

PHKluction  of  carbide  is  by  no  means  an  infant  industry  and  needs  no  pro- 
te<tion  by  a  tariff  or  otherwise;  The  Union  Carbon  &  Carbide  Corporation  is 
a  iiKist  robust  adult  and  has  waxed  strong  both  physically  and  financially  in 
H  very  short  period  of  t-me;  it  is  well  able  to  take  care  of  Itself  in  the  face 
of  any  probable  or  possible  competitor. 

U>  sincerely  hope  you  will  be  easily  able  to  prevent  the  placing  of  any  tariff 
^^llnteve^  upon  calcium  carbide. 
Very  truly,  yours, 

ScHLiEDER  Manufacturing  Co. 
By  C.  E.  Colton,  Sales  Manager. 


Philadelphia,  July  27,  1921. 
>^HAwi!HriGAN  Products  Coijporation, 

160  Fifth  Avenue,  NeiO  York  City,  N.  Y. 

<Iextlemen  :  An  examination  of  the  Fordney  tariff  bill,  H.  R.  7546,  shows 
tlmt  in  paragraph  15,  line  21,  page  5,  calcium  carbide  is  made  taxable  on  the 
l»asis  of  1  cent  per  pound. 

As  we  are  large  users  of  this  product,  we  very  naturally  take  objection  to  a 
tax  of  this  kind,  in  view  of  existing  circumstances  as  we  see  them.  This  taxa- 
tion, which  Is  substantially  25  per  cent  of  the  present  cost  of  carbide,  and  would 
unfloubtfHlly  represent  more  than  this  in  view  of  reasonable  declines,  which 
^t?  bolieve  we  can  look  for,  seems  to  us  to  be  very  unfavorable  to  the  Govern- 
^(?nt  and  very  definitely  favorable  to  your  principal  competitor,  who  claims 
t^'  w-U  at  least  90  per  cent  of  the  business  placed  by  concerns  who  buy  carbide 
'^ianufactured  In  this  country. 

The  purpose  of  this  tariff,  namely,  the  raising  of  revenue  for  the  United 
•States  (fovernment  (and  not  a  protection  to  industries)  will  be  practically  de- 
^^^^i\^,  as  it  will  result,  to  our  mind,  In  an  increase  In  price  of  this  commodity 
^^^  all  users  and  the  almost  complete  cessation  of  imports. 

Inasmuch  as  we  have  been  informed  that  your  concern  Is  95  per-  cent  or 
more  owned  by  citizens  of  this  country,  and  because  we  feel  that  your  com- 
J^tltion  has  been  clean  and  healthy,  we  believe  that  you  should  support  your 
customers  and  protest  vigorously   against  this  tariff.    Aside  from  defeating 
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the  object  of  the  tariff,  we  believe  it  Is  all  wrong  during  the  period  of  nU- 
jiistment  that  is  now  taking  place,  that  a  commodity  should  be  unnecessan^ 
Increased  througli  tariff  legislation  If  the  United  States  Government  doe«  Ml 
get  the  direct  benefit  of  such  increase,  and  the  way  we  feel  certain  this  tirtf 
will  worlc  out,  this  is  exactly  what  will  occur. 

We  would  not  bring  this  before  you  if  we  were  advocating  legislation  Uut 
would  reduce  governmental  revenue  and  In  that  way  affect  the  country  at  t 
whole,  but  as  this  is  not  the  case  we  are  justified  in  asking  yoo,  from  tm 
standpoint  of  large  consumers,  to  use  your  efforts  to  bring  about  a  sabstanfial 
reduction  or  elimination  of  the  tariff  tax  on  this  item. 
Very  truly,  yours, 

Edward  G.  Budd  Manxjfactubikg  0>, 
O.  MusLLEB,  PurchnHng  Ageni. 


Cincinnati,  Ohio,  July  27,  1921 
Shawinioan  Products  Corporation, 

New  York,  N,  V. 

Gentlemen:  We  understand  that  you  are  to  present  arguments  before  Utf 
Senate  Finance  Committee  against  the  tariff  on  carbide  of  calcium. 

As  we  are  very  much  interested  in  this  question  we  are  directing  this  iHttr 
to  you  to  help  to  defeat  this  tariff. 

We  believe  that  a  tariff  on  calcium  t)f  carbide  is  unnecessary  and  will  work 
a  great  hardship  on  the  Independent  users  of  this  commodity. 

As  there  is  not  suflicient  production  in  this  country  at  the  iH*e8ent  time  ;> 
take  care  of  our  normal  requirements,  and  as  practically  all  the  carbide  i« 
produced  by  one  company,  a  monopoly  will  be  created  that  will  react  in  hhrbir 
prices  to  the  user. 

The  record  of  the  past  few  years  indicates  the  necessity  for  protecd<m. 

The  amount  proposed  would  stop  all  imports  completely  and  no  reveciv^ 
would  accrue  to  the  Government  whatever  from  importation  of  carbide. 

For  these  reasons  we  request  your  permission  to  join  with  you  In  a  pn»t^ 
against  the  inclusion  of  calcium  of  carbide  on  the  tariff  schedule. 
Yours,  very  truly, 

The  Thomas  B.  Morbis  Ca 
Oscar  W.  Weise. 

WiLKE.s-1  Jarre,  Pa..  July  27,  1921. 

Shawinioan  Products  Corporation, 

New  York  City. 

Gentlemen  :  As  the  time  approaches  for  the  closing  of  the  hearing  whi«h  i* 
now  taking  place  before  the  Senate  Finance  Committee,  which  maintain^  tV 
power  to  place  or  not  place  a  tariff  on  nilcium  carbide  manufactured  by  }«nr 
company  in  Canada,  desire  to  state  that  should  said  committee  see  fit  to  plarf  i 
tariff  on  same  we  would  consider  it  disastrous,  as  by  so  doing  it  would  !»«•» 
that  the  control  of  the  calcium  carbide  business  would  be  practically  carried  •* 
by  one  particular  concern  in  this  country,  who  would  have  it  in  their  pc»w»*r  to 
dominate  the  price  of  this  commodity. 

Furthermore,  wish  to  state  that  your  company  has  always  sold  carbide  at  a 
price  lower  than  your  competitors,  and  same  has  always  been  a  satisfactory  pn*J 
uct,  and  we  again  state  that  by  placing  n  tariff  on  the  carbide  which  you' man  a 
facture  ycmr  comi)etlt<>rs  would  see  fit  immediately  to  control  the  market  awl 
name  whatever  price  on  same  that  they  would  see  fit. 

As  we  are  now  going  through  a  i)er!od  where  lower  prices  should  pr»*vaU. 
it  is  absolutely  necessary  and  would  be  to  the  advantage  of  the  public  and  to 
the  miners  that  the  carbide  remain  on  the  free  list  as  before.  We.  therpf^n*. 
trust  that  the  Senate  Finance  Committee  will  see  fit  to  carry  out  the  wf«»b«* 
of  thousands  of  miners  who  are  daily  users  of  calcium  carbide,  ami  do  tbeir 
utmost  to  see  that  carbide  is  placed  on  the  free  list. 

We  sincerely  trust  tliat  we  have  made  ourselves  clear  on  this  subject,  o!*  m* 
are  one  of  the  largest  distributors  of  carbide  in  the  anthracite  section  an-i 
know  full  well  that  should  a  tariff  be  placed  on  carbide  we  would  be  compel  k*l 
to  undergo  the  obligations  of  the  carb.de  m()noiH)ly.  Hence,  we  are  fully  awarv 
tliat  your  competitors  are  anxiously  awaiting  for  a  tariff  to  be  placetl  on  joor 
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irbide  in  order  that  they  can  control  the  carbide  situation.    We  are,  therefore, 
«nk  in  stating  that  a  tariff  on  carbide  would  prove  disastrous,  and  we  trust 
uit  tlie  efforts  of  your  company,  together  with  those  of  the  distributors,  will  be 
ic<»essful  in  keeping  carbide  on  the  free  list. 
Respectfully,  yours, 

Anthracite  Supply  Co., 
Per  RoLPH  Israel. 


Baltimore,  Md.,  July  27,  1921, 
HAW  IMG  AN  Products  Corporation, 

New  York  City. 

Ukxtlemen  :  Responding  to  your  telegram  asking  for  our  views  with  regard 
i  the  proposed  tariff  on  carbide  of  calcium,  we  beg  to  inclose  copy  of  our 
ri«*f,  which  has  been  mailed  to  all  the  United  States  Senators  and  Members  of 
w  House  of  Representatives,  and  which  largely  sets  forth  our  views  and 
bjvrtions  to  tlie  proposed  tariff  measure. 

We  might  add  that  numerous  letters  have  been  received  from  manufacturers 
:^  various  lines  of  industry,  indei^endent  makers  of  oxyacetylene  apparatus, 
:ei)erati>rs  for  acetylene  gas,  and  similar  appliances,  throughout  the  country; 
[Hi]  they  are  all  very  much  opposed  to  the  proposed  tariff.  Our  legal  repre- 
entative  proposes  to  file  these  letters  with  the  Finance  Committee. 

Aniang  the  various  reasons  for  our  objection  to  the  proposed  tariff  briefly  are 
he  iollowing: 

First  It  will  create  no  revenue,  as  it  will  make  the  importation  of  carbide 
ibtrMiKsible. 

^5econd,  It  will  give  to  the  Union  Carbide  Co.  a  monopoly  of  this  product  In 
tht-  United  States.  This  company  according  to  its  own  figures  now  controls 
83  per  cent  of  the  carbide  trade  in  the  United  States. 

Third.  It  will  increase  the  price  of  carbide  of  calcium  to  such  an  extent  as  to 
seriously  affect  all  manufacturers  using  it,  as  well  as  about  340,000  farmers 
who  have  purchased  acetylene  generators  requiring  carbide  for  house  lighting. 

Fourth.  It  will  affect  all  metal-manufacturing  industries  at  a  time  when  prices 
should  be  reduced. 

These  objections  are  set  forth  In  our  brief  and  are  only  a  few  among  those 
submitted  in  the  letters  received  from  numerous  parts  of  the  country. 

We  were  advised  at  a  hearing  before  the  Ways  and  Means  Committee  of  the 
House  that  the  chief  reason  for  entertaining  a  tariff  on  carbide  was  the  theory 
advanced  by  the  Union  Carbide  Co.  that  Germany  would  export  carbide  to  this 
<!Ountry. 

Our  investigations  show  conclusively  that  it  is  absolutely  impossible  for 
^rman  carbide  to  be  successfully  imported  into  the  United  States,  because  of 
the  very  Inferior  quality  of  the  product,  its  low  gas  yield  (approximating  20 
per  cent  below  that  of  the  average  American  carbide),  together  with  the  expense 
of  racking,  shipping,  and  distribution  in  this  country ;  all  of  which  creates  a 
hnndicap  which  makes  the  importation  of  carbide  of  calcium  impossble. 
Yours,  very  truly, 

ALEa?ANDER   MiLBURN   Co., 

A.  F.  Jenkins,  President. 


WHAT  IS  CALCIUM  CARBIDE? 


It  is  a  chemical  compound  of  calcium  (lime)  and  carbon  (coal).  It  is  made 
from  a  mixture  of  lime  and  coal  or  coke  Introduced  into  an  electric  furnace, 
ud  there,  by  intense  electric  heat,  melted.  In  the  molten  state  it  is  poured 
loto  molds,  allowed  to  cool  until  solid,  then  broken  or  crushed,  screened,  graded, 
*Dd  packed  in  metallic  drums  ready  for  shipment  to  the  consumer. 


WHAT  IS  CALCIUM  CARBIDE  USED  FOR? 


^Vhen  brought  into  contact  with  water  it  makes  acetylene  gas. 
Tills  may  be  done  on  a  large  scale  by  means  of  a  large  generator,  or  in  a 
small  bicycle  lamp  or  miner's  lamp. 
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ACETYLENE  0A8  ESSENTIAL  TO  NUMEROUS  IN0U8TBIES. 

More  than  500,000  miners  use  acetylene  light  in  nongaseous  mines. 

More  than  340,000  farmers'  and  suburban  homes  are  lighted  with  acetvaat 
gas. 

Every  railroad  repair  shop  uses  acetylene  gas  in  the  oxy -acetylene  process  2v 
cutting  and  welding  metal,  involving  a  total  annual  cost  of  many  miUions  < 
dollars. 

Thousands  of  automobiles  and  trucks  use  acetylene  lights. 

Buoys,  lightships,  lighthouses,  and  harbor  lights,  aids  to  navlgatioD,  xm 
acetylene-gas  lights. 

Millions  of  small  portable  lamps  and  lanterns  use  acetylene  gas. 

Machine  shops,  foundries,  metal-working  establishments,  garages,  jeweiry 
manufacturers,  and  many  other  industries  use  acetylene  gas  In  the  oxy-«cety!*» 
process  for  cutting  and  welding  metals. 

ACETYLENE    GAS    TS    MADE    FBOM    CALCIUM    CABBIDE    AND    WATOC. 

$15,000,000  was  approximately  the  cost  for  calcium  carbide  sold  In  tv 
United  States  in  1920.  The  acetylene  gas  produced  from  this  carbidi*  v.i» 
sold  for  a  very  much  greater  sum.  How  much  greater  no  one  bat  the  Tni  * 
Carbide  &  Carbon  Corporation  knows,  and  it  gives  out  no  information. 

The  effect  of  a  t«riff  on  calcium  carbide  will  be  widely  felt  throu/rb-^it 
the  United  States  In  the  increased  cost  of  operating  railroads,  Itghtini:  furs. 
and  suburban  homes,  lighting  of  mines,  and  in  the  operation  of  all  Indiutr.- 
mentioned  above.  It  will  also  give  a  complete  monopoly  to  the  Uuii>n  OarbHi* 
&  Carbon  Corporation  and  its  subsidiaries  and  thereby  a  power  over  a  erwit 
portion  of  the  industries  of  the  United  States. 

Estimated  annual  consumption  and  production  of  carbide  for  the  United  SNi'* 

Estimated   consumption  in   the  United   States l.Ti).n*^ 

Estimated  production : 

Union  Carbide  Co.'s  United  States  and  Canadian  plants li'i  «■•• 

All  other  United  States  manufacturers 10.«m» 

Quantity    imported   from   Canada   In   addition   to   imports   from 
Union  Carbide  Co.'s  Canadian  plant , l.\  iw* 

1»».«*' 

This  shows  that,  of  the  total  consumption  of  carbide  In  the  United  State* 
the  Union  Carbide  Co.  supplies  83i  per  cent,  which  we  believe  to  be  qnit'- 
accurately  estimated. 

Possible  Fobeion  Competition  on  Calcium  Carbide. 

(German  competition  not  to  be  feared.) 

LOW  QAS  yield. 

The  German  product  Is  manufactured  under  German  regulations  as  to  ;:i«> 
yield,  which  recently,  on  account  of  the  poor  quality  of  coal  obtalnabUf  io 
Germany,  has  been  reduced  to  a  gas  yield  of  3.70  cubic  feet  per  pound  on  ih** 
lump  sisces  of  carbide. 

IMPUBITIES. 

Due  also  to  the  low  grades  of  coal  obtainable,  the  German  product  H  ^•'r 
high  In  impurities,  which  results  in  large  percentages  of  phosphoretted  hydr»c>« 
and  sulphur  in  the  gas. 

The  American  product  runs  better  than  4.50  cubic  feet  of  gas  per  pound  *^ 
carbide.  The  lower  gas  yield  of  the  German  product  means  that  It  to  abovt 
20  per  cent  inferior  in  quality. 

Domestic  and  Canadian  carbide  sells  in  the  United  States  for  about  $l(^)  t^f 
ton,  to  compete  with  which  on  an  equal  gas  yield  basis  the  German  pnrfu<t 
must  sell  at  $80  delivered  to  the  consumer.  A  margin  of  $20  per  too  woaM  n't 
cover  the  additional  freight  and  storage  charges. 
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ADDITIONAL  QUANTITY  BEQUIBED. 

Also,  to  obtain  the  same  amount  of  gas  from  Qerman  carbide,  the  consumer 
tust  purchase  a  tonnage  of  20  per  cent  in  excess  of  the  amount  of  the  Amerl- 
an  carbide  required,  pay  freight  on  this  20  per  cent,  handle  this  additional  20 
or  cent,  and  then  would  not  secure  as  high  a  quality  of  acetylene  gas. 

AMERICAN    CABBIDE   PREFEBBED. 

lu  our  opinion  the  people  interested  in  the  acetylene  welding  and  lighting 
rades  would  prefer  to  buy  the  American  article  at  a  cost  of  10  per  cent  more 
ban  for  a  German  product  This  10  per  cent,  of  course,  figures  on  the  basis  of 
as  yield.  The  purity  of  the  gas  is  a  very  important  factor  to  the  oxy-acetylene 
ielder. 

GREAT  EXPENSE  10  CREATE  A  MARKET. 

German  manufacturers,  in  order  to  secure  a  market  for  their  carbide  in 
ho  United  States,  would,  of  necessity,  be  compelled  to  establish  numerous 
Aurehouses  and  agencies  to  carry  large  stocks  at  such  points.  This  would 
nvolve  a  very  large  expense  and  would  alone  make  such  an  undertaking  very 
problematical,  as  to  its  success.  There  are  no  consumers  of  carbide  in  the 
L'nlted  States  who  would  contract  for  extremely  large  tonnages.  The  bulk 
*f  the  business  is  made  up  of  thousands  of  small  consumers,  who  purchase  in 
very  nominal  quantities,  and  who  would  be  very  careful  when  placing  orders 
to  assure  themselves  as  to  quality,  sizes,  and  the  steadiness  of  the  supply 
tK)T  the  future.  The  Union  Carbide  Co.  is  in  close  personal  touch  with,  through 
its  175  agencies,  and  supplies  more  than  340,000  fanners  in  the  United  States 
witli  carbide  for  house  lighting,  which  is  but  one  branch  of  its  business. 

The  German  and  otiier  European  manufacturers  ship  carbide  in  soldered- 
top  drums,  whereas  in  the  United  States  the  screw-tyi)e  drum  is  standard 
and  the  soldered  type  would  not  be  accepted.  The  expense  on  the  German 
manufacturer  to  make  this  change  would  be  very  great  Also,  carbide  for 
shipment  overseas  must  be  created  in  accordance  with  underwriters'  specifi- 
cations. Carbide  drums  must  be  completely  covered  by  a  wood  casing  or 
overcask — another  item  of  expense,  botli  for  cost  of  overcusk  and  the  freight 
oil  the  additional  weight  which  it  adds  to  each  package. 

world's  TRADE  DIVIDED  BT  SYNDICATE. 

For  several  years  prior  to  the  war  all  European  carbide  manufacturers, 
IncladlDg  the  Germans,  were  in  a  syndicate  through  which  the  world's  mar- 
kets for  carbide  were  divided.  Certain  manufacturers  or  groups  of  manufac- 
turers were  allotted  certain  of  the  world's  territories. 

This  prewar  syndicate  had  an  agreement  or  an  arrangement  with  the  Union 
Carbide  Co.,  under  which  the  latter  company  kept  out  of  European  markets 
and  the  Europeans  kept  out  of  the  American  market. 

The  syndicate  arrangement  was  broken  up  because  of  the  war,  but  we  are 
reliably  informed  that  a  new  syndicate  is  being  formed,  a  meeting  for  the 
purpose  having  been  held  in  Stockholm  on  April  14  to  16,  1921,  at  which  repre- 
sentatives of  German,  Swedish,  Swiss,  French,  Norwegian,  and  British  manu- 
facturers attended.    The  reports  from  this  meeting  indicate  that  the  conditions 
in  Germany  are  rapidly  being  adjusted,  and  that  the  German  carbide  manufac- 
turers are  desirous  to  reenter  a  syndicate  such  as  existed  before  the  war.    One 
of  the  conditions  of  the  German  membership  in  such  a  syndicate  would  be  her 
agreement  to  withdraw  any  offers  made  and  to  make  no  further  offers  of  carbide 
for  shipment  to  the  United  States  market    We  have  information  to  the  effect 
that  the  Union  Carbide  Co.  is  fully  aware  of  all  of  the  deveolpments  in  con- 
nection with  this  new  syndicate.    The  advantage  to  the  Union  Carbide  Co.  of 
participating  in  the  old  syndicate  was  so  great  that  there  can  be  little  doubt 
that  it  will  take  full  advantage  of  the  opportunity  offered  to  reestablish  the 
lornier  status  quo. 

No  German  carbide  has  been  imported  since  1913,  during  which  time  it  has 
been  duty  free. 
Viuler  all  of  these  conditions  there  can  b<'  no  danger  of  German  competition. 
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NOBWEOIAN  COMPETmON. 

In  Its  brief  filed  with  the  Ways  and  Means  Committee  of  Congress  the  V'.  - 
Carbide  Co.  infers  that,  unless  a  duty  is  imposed  it  will  be  forced  to  nn»\»-  :* 
carbide  business  from  the  United  States  to  Norway  on  account  of  power  .«.-: 
labor  costs. 

We  doubt  if  the  saving  represented  by  power  and  labor  will  offset  the   ' 
creased  cost  of  coal  and  freight. 

There  Is  no  coal  of  high  quality  available  in  Europe  except  the  English,  wl.j- . 
now  costs  more  than  If  purchased  in  this  country  and  shipped  to  Norway.    Tl  • 
means  considerably  larger  costs  for  coal  than  those  obtainable  here,  where  •> 
freight  from  the  mines  to  the  carbide  works  is  no  more  than  the  fre:glit  f^- 
the  mines  to  seaboard  alone. 

In  addition,  after  the  carbide  has  been  made  In  the  Norway  plant,  freir* 
must  be  paid  from  plant  to  seaboard ;  thence  trans- Atlantic  to  a  United  STa»»* 
seaport ;  there  stored ;  and  thence  shipped  inland  to  the  consumer.  In  a  rt 
Jority  of  cases  the  freight  from  the  Unltetl  States  seaport  to  the  consumer  • 
more  than  the  freight  from  the  Union  Carbide  Co.'s  United  States  or  Cami-M- 
plant  to  the  consamer,  to  say  nothing  of  the  added  handicap  of  all  the  storjc 
and  freight  charges  accumulated  bet^veen  the  Norway  plant  and  the  rii'** 
States  seaboard.  The  Union  Carbide  Co.'s  plants  at  Sault  Ste.  Marie,  Mi- 1 
and  Welland,  Ontario,  are  better  located  to  economically  distribute  <-ar*-'' 
In  the  United  States  market  as  a  whole  than  is  any  United  States  seaport 

Also,  commodity  freight  rates  on  carbide  apply  from  their  plants,  wI.«t»*  • 
from  New  York,  Baltimore,  Philadelphia,  or  any  other  seaport,  olas**  rn'-* 
which  are  higher,  apply. 

Although  carbide  has  been  on  the  duty-free  list  since  1913.  to  the  !>»*-»  ' 
our  information  there  has  never  been  any  Importation  of  Norwegian  rar1»i  ' 
This  Is  practically  a  true  statement,  also  with  regard  to  all  other  EnnM*-  i 
countries. 

All  of  which.  It  appears,  very  effectually  disposes  of  any  chanro  for  Nt-r- 
gian  carbide  to  enter  this  market. 

CANADIAN    rOMPETITIOX. 

In  the  same  brief  of  the  Union  Cari)ide  Co.  they  infer  that  Canadian  <*»•!:  • 
tition  is  likely  to  prove  dangerous. 

This  competition  has  existed  for  six  or  seven  years  and  has  always  been  f^tr 
During  all  of  this  time  carbide  has  been  on  the  free  list. 

Cost  of  production  in  Canada  at  the  works  might  be  slightly  lower  than  tL  ♦ 
of  domestic  producers,  but  this  slight  advantage  Is  more  than  offset  h\  '  » 
freight  rates  obtaining  from  the  works  of  the  Canada  Carbide  Co.  to  the  I'ni** 
States  markets,  which  average  $6  per  ton  higher  (outgoing  only).  The  Vni"' 
Carbide  Co.'s  Canadian  plant  at  Welland,  close  to  the  United  States  b»»rl«' 
does  not  have  this  excessive  freight  rate. 

As  to  the  Union  Carbide  Co.'s  plant  at  Sault  Ste.  Marie,  it  probably  prmlu*  - 
at  a  lower  cost  than  the  Canada  Carbide  Co.,  while  at  its  plant  in  Canada  »' 
cost  is  probably  $5  a  ton  lower  than  the  Canada  Carbide  Co.'s. 

In  the  same  brief  they  call  attention  to  the  fact  that  the  Canada  Carbl«V  •  •• 
is  owned  by  the  Shawinlgan  Water  &  Power  Co.,  hence  secures  very  «'l*:- 
power.  They  do  not  mention  the  fact  tliat  the  magnificent  hydroelectric  \»\y* 
supplying  their  power  at  Sault  Ste.  Marie  is  owne<l  by  themselves.  In  n*W* 
words,  their  position  at  the  Sault  as  to  power  Is  just  as  good  as  that  v(  **' 
Canada  Carbide  Co. 

Comparative  Cost  of  Cabbide  for  the  Past  Eight  Years. 

(Carbide  duty  free  during  this  time.) 

It  has  been  represented  to  the  Ways  and  Means  Committee  of  Congre*  tbi* 
the  price  of  carbide  i  le^^s  to-day  than  it  has  been  for  a  number  of  years.  »b«*r- 
as  a  matter  of  fact,  the  price  is  greater  to-day  than  it  has  been  for  a  nnrober  • ' 
years.  The  figures  below  will  show  the  prices  paid  by  this  company  f<*r  i*» 
purchases  of  carbide  from  1013  to  1020: 
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anumry,  1913 
mntmry,  1914 
bnuaryp  1915 
fanuar>%  1916 
imnuhTjf  1917 
&pnl,  1917... 


Cost  per 
hundred 

Cost  per 
ton. 

pounds. 

13.50 

170.00 

3.60 

7a  00 

3.50 

70.00 

3.50 

70.00 

3.50 

70.00 

4.00 

80.00 

September,  1917 
January,  1918... 
September,  1918 
January,  1919... 
January,  1920. . . 
September,  1020 


Cost  per 
hundred 
pounds. 


4.75 
4.75 
4.90 
4.90 
4.90 
5.60 


Cost  per 
ton. 


96.00 
95.00 
98.00 
98.00 
98.00 
112.00 


These  figures  speak  for  themselves.  In  the  face  of  "  duty  free,"  carbide 
prices  have  advanced.  What  will  be  the  price  if  a  duty  is  imposed  and  the 
Vnion  Carbide  Co.  controls  the  entire  United  States  market?  In  this  event, 
and  judging  from  the  past,  the  consumer  would  pay  the  price. 

From  1913  to  1918  the  Union  Carbide  Go.  paid  cash  dividends  totaling  42 
per  cent  and  stock  dividends  totaling  92.5  per  cent. 

[Information  taken  from  Moody's  Manual,   1920,   Industrial   Section.] 
VNION   CABBIDE  &   CAKBON   CORPORATION. 

Incorporated  November  1,  1917,  In  New  York. 

Capital  stock:  Authorized,  3,000,000  shares  without  par  value;  outstanding, 
2,571,133  shares ;  no  funded  debt. 

This  company  owns,  directly  or  indirectly,  substantially  all  of  the  common 
stock  of:  Union  Carbide  Co.,  National  Carbon  Co.  (Inc.),  Linde  Air  Products 
Co..  Prest-O-Lite  Co.  ( Inc. ) ,  Electro-Metallurgical  Co.,  and  Oxweld  Acetylene  Co. 

Also  controls  M.chlgan  Northern  Power  O.,  Union  Carbide  Co.  of  Canada 
n.td-).  Electric  Furnace  Products  Co.  (Ltd.),  The  Oxweld  Railroad  Service 
Co.,  Haynes  StelliteCo.,  and  Dominion  Oxygen  Co.  (Ltd.),  arid  other  subsidiary 
ctmiiianies.    As  of  May,  1920,  the  corporation  controlled  a  total  of  33  companies. 

Dividettda  paid. 

Jan.  2.  1918,  $1  per  share $2,571,133.00 

Apr.  2.  1918,  $1  per  share 2,  571, 133. 00 

July  2,  1918,  $1  per  share 2,  571, 133. 00 

Oct.  1.  1918,  $1.25  per  share 3, 213, 916. 25 

Total  for  first  11  months 10,927,315.25 

Jan.  2,  1919,  $1.25  per  share 3,  213, 916.  25 

Apr.  2,  1919,  $1.25  per  share 3, 213, 916. 25 

July  2,  1919.  $1.25  per  share 3.213,916.25 

Oct.  1,  1919,  $1.25  per  share 3,213,916.25 

Total  for  second  year 12,855,665.00 

Jan.  1.  1920,  $1.25  per  share 3, 213,  916. 25 

Apr.  1,  1920,  $1.25  per  share 3,  213.  916. 25 

July  1,  1920,  $1.50  per  share 3, 856, 699.  50 

Oct  1.  1920,  $1.50  per  share— 3, 856,  699.  50 

Total  for  third  year 14, 141,  231.  50 

Total  for  2  years  and  11  months 37, 924. 211. 76 

Note. — Dividends  at  rate  of  $1.50  i^er  share  paid  quarterly  amount  to  $6  per 
annum,  or  the  equivalent  of  6  per  cent  on  shares  having  a  par  value  of  $100. 
On  this  basis  the  2,571,133  no  par  value  outstanding  stiares  of  this  corporation 
represent  a  capitalization  of  $257,113,300. 

As  an  evidence  of  the  fact  that  the  payment  of  these  huge  dividends  still  left 
the  corporation  with  immense  undistributed  profits,  reference  is  made  to  the 
statements  of  A.  Cressy  Morrison,  a  representative  of  the  trust,  before  a  gather- 
ing of  its  officials  and  department  heads  held  at  Sault  Ste.  Marie,  December  13, 
1920.  as  reported  in  the  press,  to  the  effect  that  in  1920  the  net  worth  of  the 
corporation  was  $275,000,000. 
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UNION   CABBIDE  CO. 

Organized  as  a  Virginia  corporation  in  1898. 

Ttie  Union  Carbide  Co.  was  the  original  concern,  the  growth  and  expaoMt* 
of  which  since  its  organization  22  years  ago  brought  about  the  great  aggrept- 
tion  of  allied  corporations  owned  and  controlled  by  the  Union  Cart>lde  k 
Carbon  Corporation. 

Neither  tlie  Union  Carbide  &  Carbon  Corporation,  the  Union  Carbide  0-, 
nor  others  of  the  affiliated  companies  make  public  their  financial  statemeoM. 
Information,  except  that  of  the  nature  required  to  be  made  public  by  law.  li 
hard  to  obtain.  Moody's  Manuals  for  a  number  of  years  past  contain  mea^r 
statistics,  and  from  this  source  it  is  ascertained  as  follows: 

Organized  in  1898  with  an  authorized  capital  of  $14,000,000,  all  comm-ii 
shares,  par  value  $100.    Dividends  are  reported  to  have  been  paid  as  follow^  - 

1905.  5  per  cent  cash ;  1906,  5f  per  cent  cash ;  1907,  6  per  cent  cash ;  19i^. 
6  per  cent  cash  and  40  per  cent  stock  dividend;  1909,  6  per  cent  cash;  15*1". 
6  per  cent  cash ;  1911,  8  per  cent  cash ;  1912,  10  per  cent  cash ;  1913,  10  per  c^'.t 
cash  and  12^  per  cent  in  common  stock  of  Oxweld  Acetylene  Co. ;  1914,  10  p^r 
cent  cash  and  40  per  cent  stock  dividend ;  1915,  8  per  cent  cash ;  1916,  8  per  cprt 
cash  and  40  per  cent  stock  dividend ;  1917,  8  per  cent  cash ;  1918,  8  per  mt 
cash. 

In  1912  stockholders  of  record  were  given  the  right  to  subscribe  at 
par  to  10  per  cent  of  their  holdings,  or  $1,089,780;  total  out- 
standing capital  in  this  year $11,987. 3** 

In  1913  stockholders  of  record  again  given  the  right  to  subscribe  at 
par  to  10  per  cent  of  their  holdings,  or  $1,198,760;  outstanding 
capital 13. 1S6,  i^ 

In  1913  shares  of  capital  stock  increased  to 30,000.'"*^ 

In  1914  a  40  per  cent  stock  dividend  was  declared;  outstanding 
stock 19,060  «*^ 

In  1915  stockholders  again  given  the  right  to  subscribe  at  par  to 
10  per  cent  of  their  holdings;  outstanding  capital  stock 20.966,«n« 

In  1916  shares  of  capital  stock  increased  to 50,000.10' 

In  1916  a  stock  didlvend  of  40  per  cent  paid. 

In  1917  outstanding  capital  stock 38.13tf«> 

In  1918  outstanding  capital  stock 89,757.5G4 

In  1918  this  company  absorbed  by  and  became  a  subsidiary  of  the  Union  Car- 
bide &  Carbon  Corporation. 

(Information  compiled  from  Moody*s  Manual,  1920,  indastrial  sectiOD.] 

Union  Cakbide  &  Carbon  Cobpokation  and  Affojated  Concerrb — Omct» 
AND  Directors,  Showing  Interlocking  OnoscroBA'reB. 

officers. 

Myron  T.  Herrick,  chairman  of  the  board  and  director.  Also  director  ot 
National  Carbon  Co. 

George  O.  Knapp,  president  and  director.  Also  vice  president  Blectro-Mrtal- 
lurglcal  Co.,  vice  president  Michigan  Northern  Power  Co. 

Edgar  F.  Price,  vice  president.  Also  president  and  director  Union  rarb'<Jt 
Co.,  president  and  director  National  Carbon  Co.,  director  Prest-OLlto  <'««. 
president  and  director  Electro-Metallurgical  Co.,  president  and  director  Ui^'^- 
gan  Northern  Power  Co. 

M.  J.  (■arney,  vice  president.  Also  director  Union  Carbide  Co.,  direrf-f 
National  Carbon  Co.,  president  and  director  Prest-OLite  Co.,  president  noA 
director  Ox  weld  Acetylene  Co.,  president  and  director  Oxweld  Railroad  Serv- 
ice Corporation. 

J.  J.  Ricks,  vice  president.     Also,  director  Union  Carbide  Co.,  director  >* 
tional  Carbon  Co.,  director  Electro-Metallurgical  Co..  vice  president  and  U  n- :-r 
Michigan  Nortliern  Power  Co. 

Giles  W.  Mead,  vice  president  and  treasurer.  Also,  vice  president  and  din*  *• ' 
Union  Carbide  Co.,  vice  president  and  director  National  ('arbon  Co,,  presi.>«i 
and  director  Linde  Air  Products  Co.,  director  Prest-O-Llte  C<x,  director  Eleitrv 
Metallurgical  Co,,  director  Michigan  Northern  Power  Co. 

H.  E.  Hackenberg,  ssecretary.  Also,  vice  president,  secretary,  and  diivcti»r 
National  Carbon  Co. 
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E.  J.  E.  Ward,  assistant  secretary.  Also,  assistant  secretary  and  treasurer 
Union  Carbide  Co. 

H.  F.  Sonthard,  assistant  secretary  and  treasurer.  Also,  assistant  secretary 
Union  Carbide  Co. 

J.  S.  Adams,  assistant  secretary.  Also,  assistant  secretary  Union  Carbide 
Co.,  assistant  secretary  National  Carbon  Co.,  assistant  secretary  Michigan 
Northern  Power  Co. 

A.  C.  Cornell,  assistant  secretary  and  assistant  treasurer.  Also,  secretary 
Union  Carbide  Co.,  assistant  secretary  and  assistant  treasurer  National  Carbon 
Co.,  assistant  secretary  Prest-O-Lite  Co. 

M.  E.  Johnston,  assistant  treasurer.  Also,  secretary  and  treasurer  Linde  Air 
Products  Co. 

P.  F.  Sm  th,  assistant  treasurer.  Also,  assistant  treasurer  Linde  Air  Prod- 
ucts Co.,  assistant  treasurer  Prest-O-Lite  Co.,  assistant  secretary  Ox  weld  Rail- 
road Service  Co^)oratlon. 

DIBECTOBS. 

C.  K.  G.  Billings,  New  York. 

Charles  A.  Coffin,  New  Yorls. 

George  Knapp,  New  Yorlc ;  also  vice  president  and  general  manager  National 
Carbon  Co.  and  director  Michigan  Northern  Power  Co. 

Jesse  J.  Ricks,  New  York ;  also  director  Union  Carbide  Co. 

Nicholas  F.  Brady,  New  York ;  also  director  Union  Carbide  Co. 

G.  W.  Davidson,  New  York. 

F.  C.  Walcot,  New  York. 

Walton  Ferguson,  New  York. 

James  Parmlee,  Cleveland;  also  chairman  of  board  and  director  of  National 
Carbon  Co. 

James  A.  Allison,  Indianapolis;  also  director  Prest-O-Lite  Co. 

Myron  T.  Her  rick,  Cleveland. 

Andrew  Squire.  Cleveland ;  also  director  National  Carbon  Co.  and  director 
Linde  Air  Products  Co. 

SUBSIDIABY   COMPANIES — OFFICEBS    AND   DIBECTOBS. 

E.  S.  Whitney,  director  Union  Carbide  Co.,  director  National  Carbon  Co.,  and 
secretary  and  director  Electro-Metallurgical  Co. 

P.  A.  Rose,  vice  president  and  director  National  Carbon  Co.,  vice  president 
and  director  Prest-O-Lite  Co.,  and  secretary  and  director  Oxweld  Acetylene  Co. 

J.  R.  Knapp,  director  Prest-O-Lite  Co.,  secretary  and  director  Oxweld  Acety- 
lene 04).,  and  director  Oxweld  Railroad  Service  Corporation. 

W.  M.  Beard,  treasurer  Union  Carbide  Co.,  treasurer  National  Carbon  Co., 
Tice  president  and  director  Linde  Air  Products  Co.,  vice  president  and  director 
Eicctro-Metallurglcal  Co.,  treasurer  and  director  Oxweld  Railroad  Service  Cor- 
poration, and  treasurer  Prest-O-Lite  Co. 

W.  F.  Barrett,  vice  president  and  director  Linde  Air  Products  Co.  and  director 
Presto-Lite  Co. 

B.  O'Shea,  vice  president  and  director  Union  Carbide  Co.,  vice  president  and 
director  National  Carbon  Oo.,  and  vice  president  and  director  Electro-Metal- 
lurgical Co. 

F.  A.  Wilson,  vice  president  National  Carbon  Co.  and  vice  president  Prest- 
O-Lite  Co. 

W.  J.  Knapp,  vice  president  and  director  Union  Carbide  Co.,  vice  president 
and  general   manager   and   director   Electro-Metallurgical   Co.,    and   director 
Ox\i-eld  Railroad  Service  Corporation. 
The  five  producers  of  oilciiim  carbifle  in  the  Un'ted  States  are  as  follows: 
1.  Union  Carbiile  Co..  Sault  Ste.  Marie,  Mich. 
Z.  American  Carbolite  Co.,  Duluth,  Minn. 

3.  Gas  Tank  Recharging  Co.,  Keokuk,  Iowa. 

4.  National  Carbide  Co.,  Ivanhoe,  Va. 

5.  Farmers'  Standard  Carbide  Co..  Plattsburg,  N.  Y. 

In  addition  to  these  the  Superior  Carbide  Co.,  Philadelphia,  and  the  Sher- 
n»an  Carbide  Co.,  Vermont,  are  still  listed  in  some  trade  directories,  but  both 
Jiave  passed  out  of  actual  existence. 

The  Union  Carbide  Co.'s  plant  at  the  Sault  is  the  largest  in  the  United 
States,  having  a  production  in  the  neighborhood  of  80,000  to  100,000  tons  per 
y^T.  This  plant  Is  very  well  located  with  respect  to  supplies  of  lime  and  coke 
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and  18  not  far  from  the  market  for  steel  sheets,  which,  combioefl  with  tv« 
fact  that  It  controls  its  hydroelectric  power,  gives  it  a  great  advantage,  awi  .•• 
costs  are  probably  very  much  lower  than  those  of  any  other  carbide  plant 

The  American  Carbide  Co.,  the  Gas  Tank  Recharg.ng  Co.,  the  NatiMial  <'i' 
bide  Co.,  and  the  Farmers*  Standard  Carbide  Co.  together  market  about  lt>.«*> 
ton»  of  carbide  per  annum. 

The    combined    production    of   the    above<ment!oned    plants,    including  ( ' 
Union  Carbide  Co.,  is  not  sufficient  to  take  care  of  the  normal  requ'remeut>  >- 
calcium  of  carbide  in  this  country.    If  a  duty  is  Imposed,  it  would  pmhihit  ni 
portation  and  would  result  naturally  in  higher  prices  to  the  consumer. 

If  you  have  read  all  of  the  pages  before  this  one,  you  must  be  inten^r*' 
and  you  must  have  formed  some  opinion  regarding  calcium  of  carbide  aii<l  .'« 
retention  on  the  "duty-free"  list 

We  will  sincerely  api)reciate  a  letter  from*  you.  and  will  be  gla<l  to  aajra*' 
any  qu^'stlons  on  the  subject  that  you  may  ask,  so  far  aa  it  lies  in  our  i»o«'f 
to  do  so. 

We  have  a  great  deal  of  detailed  information,  tr)o  much  to  include  in  ^*  « 
document,  and  can  probably  answer  almost  any  question  that  may  occur  ti»  >♦• 

A  COMBINATION  IN  BS8TBAINT  OF  TBADE. 

Although  the  Union  Carbide  &  Carbon  Corporation,  called  in  the  trade  V- 
Carbide  Trust,  Is  practically  without  competithm  in  the  United  States  In  t'  • 
manufacure  of  carbide,  there  arc  a  large  number  of  small  manufacturers  lii- 
ourselves  scattered  throughout  the  country  who  are  engaged  in  the  manufanuv 
of  acetylene  and  other  apparatus  in  which  carbide  is  used  as  the  principal  ra^- 
material.  These  apparatus  manufacturers  are  engaged  in  an  unequal  coott^ 
for  existence  with  the  apparatus-manufacturing  subsidiaries  of  the  Carh:-.*- 
Trust,  al(le<l  as  these  subsidiaries  are  by  the  power  wielded  by  the  trust. 

The  Independent  apparatus  manufacturers  view  with  grave  alarm  the  fffn" 
that  Is  now  l)elng  made  by  the  trust  to  induce  Congress  to  further  increase  it* 
power  and  wealth  by  granting  it  an  absolute  monopoly  tlirough  the  ImjK>slti"v 
of  a  duty  on  calcium  carbide.  They  regard  this  last  move  as  one  whidi  '* 
successful,  will  Imperil  their  existence. 

For  a  number  of  years  a  ruthless  warfare  has  been  waged  on  the  part  <rf  t-'- 
Carbide  Trust  for  the  extermination  of  all  domestic  competition.  We.  as  »«- 
of  the  independent  apparatus  manufacturers,  have  been  forced  by  the  nie!h«»'* 
employed  by  the  trust  to  invoke  the  protection  of  the  antitrust  laws  in  a  «i : 
now  pending  before  the  United  States  court  for  the  district  of  Maryland. 

The  evidence  that  Is  being  collected  by  us  for  use  In  this  suit  would  so«>-«' 
to  you  additional  reasons  why  this  aggregation,  whose  heart  Is  carbide,  Kli<»a"- 
not  be  strengthened  by  a  duty  on  carbide,  and  thereby  be  placed  Ui  a  Mt-' 
position  to  carry  on  its  ruthless  warfare  for  the  extermination  of  the  lii«I' 
I>eudent  apparatus  manufacturers. 

AI.EXANDEB  MiLBntX  (^^ 

STATEMENT  OF  MB.  R.  A.  WTTHERSPOON,  BEPEESEHm&  THE 

CANADA  CASBISE  CO. 

Mr.  WiTHERSPOON.  I  represent  the  Canada  Carbide  Co.^  with  hea ' 
offices  in  Montreal,  Quebec.  We  are  one  of  the  two  carbide-prwlui" 
injr  companies  in  Canada,  the  other  company  being  the  Union  Car* 
bide  Co.,  located  at  Welland,  Ontario,  which  is  affiliated  with  thr 
Union  Carbide  Co.,  of  the  United  States,  and  which  manufaclun^ 
also  at  Saiilt  Ste.  Marie,  and  has  manufactured  carbide  at  Niapri 
Falls,  N.  Y. 

In  a  brief  filed  with  the  Ways  and  Means  Committee  a  statement 
was  made  that  the  Canada  Carbide  Co.,  on  account  of  its  bein^r  •  stJ^* 
sidiary  of  the  Shawinigan  Water  &  Power  Co.,  which  control  t!.- 
])ower  at  Shawinipan  Falls,  Quebec,  had  an  unfair  advantage  ovrr 
American  producei>5  on  account  of  our  cheap  price  of  power. 

That  statement  was  only  partially  true,  inasmuch  as  the  ailvantiL"^ 
that  we  may  have  on  power,  which  is  relatively  slight,  is  more  ibn 
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>iT9et  bv  the  tremendous  freight  haul  up  to  Quebec  of  the  raw  mate- 
rials which  we  buy  from  the  United  States  and  the  correspondingly 
lon^  haul  that  we  have  to  pay  for  to  the  railroads  on  our  caroide  from 
JNhawinican  to  the  source  of  market  where  we  sell  our  carbide  in  the 
United  States. 

Senator  Dillingham.  What  raw  products  do  you  buy  in  the 
United  States  ? 

Mr.  WiTHERSPOoN.  The  largest  product  that  we  buy  in  the  United 
States  is  steel  sheets  for  the  manufacture  of  the  carbide  drum,  and 
that  enters  at  the  present  time  to  the  extent  of  nearly  29  per  cent 
into  the  value  of  our  product.  The  carbide  can  not  be  shipped — could 
not  be  nsed  unless  it  is  packed  in  a  tight  package  so  that  the  air  can 
not  get  at  it. 

Our  practice  has  always  been,  particularly  in  the  last  six  or 
seven  years  since  we  entered  the  American  market,  inasmuch  as  we 
were  shipping  some  of  our  carbide  here,  to  buy  the  steel  for  these 
drums  from  thfe  American  manufacturer. 

We  make  lime,  also,  in  the  manufacture  of  carbide.  Our  lime- 
stone is  brought  locally  from  the  head  of  Lake  Champlain,  just  on 
the  borders  of  Canada.  Our  coal  to  make  the  lime  comes  from 
Pennsylvania,  and  it  enters  roughly  into  about  one-third  the  cost 
of  the  manufacture  of  lime. 

Carbide's  principal  raw  material,  70  per  cent  of  the  raw  material 
in  it,  has  to  be  coke.  That  coke  we  also  buy  from  the  producers  of 
<"oke  in  the  United  States,  or  in  some  cases  bought  irom  a  coke 
producer  in  Canada  who  buys  his  coal  from  the  United  States.  It 
is  either  the  coal  that  makes  the  coke,  or  the  coke  itself  that  is  of 
United  States  origin. 

In  the  manufacture  of  carbide,  aiso,  one  of  the  very  important 
things  is  the  electrode.  Electrodes  are  used  in  the  electric  furnaces 
which  produce  the  carbide.  These  are  made  from  anthracite  coal, 
which  represents  90  per  cent  of  the  raw  material,  the  balance  being 
a  small  proportion  of  tar  and  pitch  which  are  used  as  a  bond.  That 
anthracite  coal  also  come3  from  Pennsylvania  or  other  United  States 
purees. 

The  machinery  used  in  our  plants  for  the  manufacture  of  carbide 
is  practically  more  than  50  per  cent  of  United  States  origin.  It  is 
comparable  to  the  ordinary  mining  and  crushing  machinery.  The 
United  States  is  in  a  splendid  position  to  supply  us  with  the  ma- 
chinery we  need,  there  being  very  few  manufacturers  of  this  type 
of  machinery  in  Canada. 

It  can  therefore  be  seen  that  in  the  manufacture  of  this  product 
the  Canadian  producer  relies  very  largely  for  his  raw  materials  upon 
the  American  market. 

Going  back  to  my  original  statement  that  the  Canada  Carbide  Co. 
lias  its  power  at  a  very  cheap  rate,  the  power  used  in  the  manufac- 
ture of  carbide  represents  at  the  present  time  slightly  under  16  per 
cent  of  the  total  cost  of  the  product,  whereas  the  steel  sheets  repre- 
sent 28f  per  cent  of  the  product.  The  coke  represents  14  per  cent. 
The  lime  coming  from  the  United  States  represents  about  10^  per 
cent.  The  electrodes,  largely  made  of  anthracite  coal,  represent  8.6? 
per  cent.  The  labor,  which  is  largely  of  Canadian  origin,  although 
our  technical  men,  our  superintendents,  are  about  half  from  the 
United  States,  because  we  draw  upon  the  technical  schools  of  the 
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United  States  for  that  talent,  represents  12.38  per  cent.  The  tech- 
nical labor  does  not  represent  in  the  carbide  business  more  than  Ir 
per  cent,  or  possibly  7  per  cent,  of  the  total  labor. 

Canada  is  not  a  country  where  labor  costs  compare  in  any  way  to 
the  disadvantage  of  the  American  producer  to  the  same  extent  that 
might  be  stated  and  has  been  stated  of  Germany.  Labor  costs  m 
Canada  and  the  ideals  of  living  are  much  the  same.  We  are  prac- 
tically one  and  the  same  people.  We  pay  about  the  same  wagefr. 
Because  of  our  frontier  a  man  pays  at  Niagara  Falls,  Ontario,  about 
what  he  pays  at  Niagara  Falls,  N,  Y.  Labor  in  Montreal  would  W 
relatively  the  same  as  the  labor  in  New  York  State. 

So  that  there  is  no  advantage  in  that.  We  have  no  depreciate*  i 
labor.  I  have  been  in  the  manufacture  of  calcium  carbide  at  Shaii- 
inigan  for  about  17  years.  Prior  to  that  time  I  was  engaged  in  tli*- 
manufacture  of  similar  products,  both  experimentally  and  on  a  sanall 
scale,  at  Niagara  Falls.  I  am  therefore  familiar  with  the  condition.- 
both  at  Niagara  Falls,  N.  Y.,  and  on  the  Canadian  side;  also  with 
the  conditions  as  they  exist  at  Shawinigan  Falls,  Quebec,  where  wf 
manufacture  our  product.  I  state  with  absolute  confidence  that  wer? 
I  to  pick  my  place  to  manufacture  carbide  at  the  lowest  price  on 
this  continent  I  should  certainly  go  to  Niagara  Falls,  N.  Y.,  or 
across  the  border  where  the  Union  Carbide  Co.  are,  at  Welland. 
Ontario,  to  manufacture  carbide  and  make  it  more  cheaply  than  I 
could  in  our  present  location. 

There  are  no  figures  that  can  be  shown — I  doubt  whether  there  arv 
any  figures  that  our  competitors  in  the  United  States  could  show- 
that  we  have  ever  been  guilty  of  unfair  competition  or  have  bad  an? 
advantage  of  them  in  costs  in  any  way,  shape,  or  manner.  It  is 
rather  to  the  contrary,  as  Mr.  Loutrel  has  said.  I  believe  we  have 
a  table  that  shows  our  average  disadvantage  in  freight  amounts  to 
$6.38  per  ton  to  the  points  to  which  we  ship. 

Furthermore,  we  are  able  to  reach,  on  account  of  the  high  trans*- 
portation  costs,  only  some  portions  ox  the  eastern  part  of  the  Uniteti 
States.  We  are  unable  to  get  commodity  rate&  which  are  lower 
rates  and  which  are  given  by  the  railroads  of  the  United  States. 
We  are  unable  to  obtain  such  rates  in  Canada.  Therefore,  we  have 
to  be  satisfied  with  class  rates  to-day.  We  have  never  been  success- 
ful in  getting  commodity  rates. 

I  have  here  figures  which  have  been  compiled  from  the  statements 
of  the  Canada  Carbide  Co.,  properly  audited,  showing  our  bu>i- 
ne.ss,  which  indicate  that  the  cost  of  carbide  to  us  last  year  on  our 
total  production  of  33,326  tons,  of  which  13,146  tons  came  into  the 
United  States,  was  $81.91.  We  received  for  that  carbide  $83.l;<  » 
ton,  leaving  a  profit  of  $1.27  a  ton.  Surely  we  are  not  verj*  serioiL«» 
competitors  when  our  costs  are  as  high  as  that. 

The  Canada  Carbide  Co.  has  a  bond  issue  of  $2,000,000  on  which 
we  pay  5  per  cent.  We  have  $35,000  only  of  preferred  stock  inten^.-t 
to  pay.  We  endeavor  to  keep  our  plant,  by  a  fixed  charge  for  il»  • 
preciation,  in  good  working  condition.  We  have  never  laid  asiil»* 
future  reserves.  We  have  never  been  able  to  pay  any  more  than  ll» 
normal  dividend  of  5  per  cent  on  $2,000,000  and  t  i>er  rent  uxi  « 
small  amount  of  preferred  stock,  which  amounts  to  $35,000  an- 
nually.   We  have  kept  our  plant  in  good  condition. 
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In  view,  as  has  been  said,  of  trade  relations  between  Ct 
le  United  States ;  in  view  of  the  fact  that  we  only  ship  i] 


Canada  and 
le  United  States ;  in  view  of  the  fact  that  we  only  ship  in  10  to  15 
er  cent  of  the  carbide  used  in  the  United  States,  we  are  employing 
tiir  methods.  If  we  are  excluded,  the  carbide  in  the  United  States 
ecomes  a  practical  monopoly  in  the  hands  of  the  Union  Carbide  & 
''arl>on  Corporation,  with  no  revenue  to  the  United  States,  inas- 
luch  as  the  duty  of  $20  a  ton  is  absolutely  prohibitive. 

Senator  Gerry.  Is  any  carbide  imported  from  any  other  country 
xcept  Canada? 

Ml-.  WiTHERSPOON.  To  the  best  of  my  knowledge  if  there  is  any 
mported  from  any  other  country  it  is  infinitesimal.  In  Canada 
iince  we  have  been  shipping,  about  seven  years,  I  have  never  seen  a 
■oreign  package,  and  we  are  continually  in  the  market  getting 
lamples  of  all  products. 

Furthermore,  we  are  exporters  in  the  world  markets,  and  we  have 
\o  knowledge  of  any  foreign  carbide  in  any  quantity.  We  have 
imported  one-half  ton  ourselves,  and  we  continue  to  import  it  to  see 
what  it  is  like,  to  keep  abreast  of  the  foreign  manufacturer,  but  as 
far  as  any  carbide  being  sold  in  any  quantity  to-day  is  concerned  I 
believe  there  has  been  none,  although  this  is  the  largest  market  for 
carbide  in  the  world. 

Mr.  Power.  That  completes  our  case,  Senator,  but  in  conclusion 
vre  would  like  to  present  this  brief,  which  will  state  the  points  to  the 
committee.  As  Mr.  Witherspoon  has  stated,  if  this  duty  as  it  ap- 
pears in  the  House  bill  should  be  retained  there,  it  will  create  a 
monopoly  here  that  will  exclude  all  carbide  from  this  country  and 
will  not  create  any  revenue  for  the  Government. 

I  thank  you  very  much,  Mr.  Chairman. 

Senator  McCumber.  We  will  hear  you  now,  Mr.  Mohun. 

STATEMENT  OF  MB.  BABBY  HOHTJN,  BEPBESENTING  THE  EL 
DOBABO  OIL  WOBES,  MABTLAISTB  BTTILBINa,  WASHINaTON, 
B.C. 

Mr.  Power.  If  we  desire  to  file  additional  information  on  the 
foreign  situation,  may  we  do  so? 

Senator  McCumber.  Yes. 

Mr.  Mohun.  Mr,  Chairman  and  members  of  the  committee,  I 
appear  here  on  behalf  of  the  El  Dorado  Oil  Works.  Their  main 
office  is  at  San  Francisco,  and  their  works  are  in  California.  The 
^'ompany  is  an  old  one  of  high  standing;  and  has  been  successful. 
They  are  crushers  of  copra,  from  which  coconut  oil  is  made. 

In  1917  the  company  paid  over  one-half  million  dollars  in  income 
and  profits  taxes;  in  1918,  tootq  than  that;  in  1919,  about  the  same 
amount ;  and  in  1920,  nothing.    They  did  not  make  any  money. 

They  have  an  investment  of  considerably  over  a  million  dollars. 
There  are  engaged  in  the  coconut-oil  industry  on  the  P4icific  coast 
^0  concerns,  with  a  total  capital  of  about  $10,000,000.  There  are 
other  manufacturers  in  the  United  States  situated  in  the  neighbor- 
hood of  Philadelphia  and  New  York  and  some  in  the  South.  The 
compressors  of  cotton  seed  use  their  machines  for  the  manufacture 
of  this  oil.  The  investment  in  the  Philippine  Islands  is  about 
520,000,000. 
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By  paragraph  50,  of  section  1,  Title  I,  page  17,  of  the  pendii.j 
tariff  bill,  which  passed  the  House  on  the  21st  instant,  there  is  a  d'ltj 
imposed  on  coconut  oil  to  the  amount  of  2  cents  a  pound:  but  ♦  ? 
section  1,  page  1,  the  duty  by  the  act  is  applicable  only  to  import, 
tions  from  various  countries,  of  course,  as  you  know. 

We  ask  that,  after  the  words  ^  coconut  oil,"  appearing  on  line  1  * 
page  17,  the  words  "including  coconut  oil  imported  from  the  Philip- 
pine Islands  "  be  added. 

In  other  words,  if  this  coconut-oil  industry  in  this  country,  whi 
has  been  successfully  built  up  over  a  number  of  years,  is  to  live,    • 
has  got  to  be  protected  against  manufacturers  or  crushers  in   t!  ■ 
Philippine  Islands. 

The  industry  in  this  country  is  relatively  old,  but  the  industry  :• 
the  Philippine  Islands  is  very  new.     It  results  solely  from  war  of' 
ditions.    There  was  an  embargo  placed  on  the  exportation  from  t-.. 
Philippine  Islands  of  copra.     It  was  done  by  Governor  Gener-..' 
Harrison  out  there  during  the  war,  and  the  reason  therefor  was  tl.- 
shortage  of  bottoms,  the  need  for  ships,  because  copra  occupies  -.\ 
or  seven  times  as  much  space  in  the  hold  of  a  ship  as  a  great  mar} 
other  commodities.     Perhaps  I  am  not  right  in  the  ratio,  but  <*«»t 
siderably  more  space  in  the  hold  of  a  ship  than  the  oil  in  hulk 
That  embargo  afforded  just  the  opportunity  which  the  local  cnisli»r 
needed.    It  prevented  the  importation  of  copra,  and  he  had  then  0" 
raw  material  at  his  door  and  had  freedom  from  the  high  income  ai:  i 
excess  profits  taxes  which  his  competitor  in  the  United  States  :• 
subjected  to. 

When  it  was  suggested  to  place  a  duty  on  imports  from  tl- 
Philippine  Islands  Mr.  Garner  said,  in  the  ftouse  of  Representati%*e- 
"  You  might  as  well  impose  a  duty  on  goods  from  Marjiand  t- 
Texas.    The  Philippines  are  a  part  of  the  United  States. 

There  are  several  responses  to  that  proposition.  The  first  one  :- 
that  it  is  not  such  a  part  of  the  United  States  as  not  to  be  subjet^t*' ' 
to  a  tariff  duty.  That  question  was  decided  in  the  insular  casess,  a? 
they  were  called,  reported  in  82  U.  S.,  197  U.  S.,  and  others. 

Further,  a  precedent  exists  for  this  in  the  act  of  March  8,  lf*^i 
Such  a  duty  was  imposed.  The  act  is  in  32  X^.  S.  Statutes  at  Larjr**- 
page  64,  chapter  40,  and  is  entitled  "An  act  temporarily  to  provi*)*' 
revenue  for  the  Philippine  Islands,  and  for  other  purposes,'*  anJ 
by  section  2  of  that  act  it  is  provided — 

That  on  and  after  the  pasgage  of  this  act  there  shaU  be  levied,  colle<"ted.  ^^ 
paid  upon  all  articles  coming  into  the  United  States  from  the  PhiUppine  An  h»j 
pelago  the  rates  of  duty  which  are  required  to  be  levied,  collected,  and  {mi' 
upon  like  articles  imported  from  foreign  countries:  Frovided^  That  np<»n  a 
articles  the  growth  and  product  of  the  Philippine  Archipelago  coming  Into  xht 
United  States  from  the  Philippine  Archipelago  there  shaU  be  levied,  roll«Ht«^*. 
and  paid  only  75  per  cent  of  the  rates  of  duty  aforesaid. 

I  invite  attention  to  section  4 : 

That  the  duties  and  taxes  coUected  In  the  PhUipplne  Archipelago  In  pur 
suance  of  this  act«  and  all  duties  and  taxes  collected  in  the  United  States  nv"' 
articles  coming  from  the  Philippine  Archipelago  and  upon  foreign  vt-^vs^ 
coming  therefrom,  shall  not  be  covered  Into  the  general  fund  of  the  Tret^'JJ^ 
of  the  United  States,  but  shall  be  held  as  a  separate  fund  and  paid  into  ib* 
treasury  of  the  Philippine  Islands,  to  be  used  and  expended  for  the  pnvrrft- 
ment  and  benefit  of  said  Islands. 
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We  thiis  see  that  Congress  has  afforded  protection  to  the  American 
>rodueer,  but  it  is  also  provided  that  the  moneys  derived  therefrom 
hould  be  placed  in  the  treasury  of  the  Philippine  Islands. 

Now,  we  will  come  down  to  the  proposed  bill.  I  would  state,  in 
ihe  first  place,  that  there  has  been  a  tremendous*  increase  in  the  oon- 
>umption  of  coconut  oil  in  the  United  States,  over  eight  times  in  the 
ast  six  years.  I  have  mentioned  an  embargo,  the  fact  that  it  was 
ill  that  the  Filipino  crusher  needed — the  cheap  labor,  the  raw  ma* 
terial  at  his  doorj  and  his  exemption  from  the  heavy  taxes  of  his 
American  competitor.  Now,  I  would  like  to  show  the  result  in  fig- 
ures. These  relate  exclusively  to  the  importations  of  copra — ^that  is, 
the  raw  material  which  we  previously  imported  in  large  quantities 
from  the  Philippine  Islands. 

In  1917,  before  the  embargo,  87,000,000  pounds  of  copra  were  im- 
ported.   In  1918  it  had  increased  to  21 9,000,000  pounds.    The  embargo 
which  was  placed 'after  the  middle  of  the  year  1918  did  not  have  its 
effect  until  the  following  year,  and  the  drop  from  1918,  when  there 
were  219,000.000  pounds  imported,  to  that  of  1919,  was  to  21,000,000 
pounds.    In  other  words,  we  had  imported  in  1918, 219,000,000  pounds 
of  the  raw  material,  and  as  soon  as  the  Filipino  started  his  crushers 
we  imported  21,000,000  pounds.    It  dropped  in  1920,  the  following 
year,  to  16,000,000  pounds.    The  mills  sprung  up  in  the  Philippines 
like  mushrooms.    Of  course,  the  importation  of  copra  from  the  Phil- 
ippine Islands  declined,  and  the  importation  of  coconut  oil  which 
tliey  were  manufacturing  at  that  time  tremendously  increased.  In 
1917,  44,000,000  pounds'  of  coconut  oil  were  imported  into  the  United 
States.    In  1918,  154,000,000  pounds,  in  1919,  259,000,000  pounds.    In 
other  words  it  transferred  the  business  from  California  to  the  Philip- 
pine Islands.    As  the  secretary  of  commerce  of  the  islands  states,  in 
previous  years  hemp  headed  the  list  of  principal  articles  exported 
from  the  islands,  and  in  1919  it  was  replaced  by  coconut  oil. 

It  has  been  said  that  as  long  as  the  Philippine  Islands  remain  a 
part  of  the  United  States  this  would  constitute  a  discrimination 
ufirainst  the  Philippine  Islands.  Mr.  Chairman,  the  present  situa- 
tion constitutes  a  discrimination  against  the  American  producer. 
Nonaction  is  often  just  as  unjust,  just  as  unfair,  just  .as  discrimi- 
nating as  positive  action — indeed,  manv  times  more  so.  It  is  true  that 
the  American  Government  and  the  American  people  h'ave  consist- 
ently pursued  an  attitude  of  liberality  toward  the  Philippine  Islands^ 
and  I  think  that  every  man,  woman,  and  child  in  this  country  ap- 
plauds that  attitude ;  but  that  attitude  has  been  reflected  by  a  drain 
or  a  charge  against  the  Treasury  of  the  United  States.  In  this  in- 
stance we  have  liberality  of  treatment  of  the  Filipino  crusher  of 
copra,  making  coconut  oil,  at  the  expense  of  the  American  crusher 
of  copra. 

I  am  sure  no  one  would  object  to  this  duty  being  imposed,  and  if 
the  act  contained  a  similar  provision  as  that  embraced  in  the  act  of 
March  8,  1902,  to  which  I  have  referred,  namely,  that  the  moneys 
so  collected  be  covered  into  the  treasury  of  the  Philippine  Islands, 
no  one  would  object  to  that.  But  I  can  not  see  how  any  fair-minded 
person  can  possibly  favor  an  injustice  being  done  to  the  American 
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crushers,  who  are  now  not  making  any  money.    They  are  practi^ 
bankrupt. 

With  the  consent  of  the  committee  I  will  file  a  brief  later. 

I  thank  you,  Mr.  Chairman. 

Senator  McCumber.  The  committee  stands  adjourned  until  10-3 " 
o'clock  to-morrow  morning. 

(Whereupon,  at  5.30  o'clock  p.  m.,  the  committee  adjourned  un^iT 
to-morrow,  Saturday,  July  30,  1921,  at  10.30  o'clock  a.  m.) 
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8ATUBX>AT,  JtTLY  30,  1921. 

Uniteo  States  Senate, 

COM^nTTEE  ON   PiNANOE, 

Washinfftony  I).  C. 

The  committee  met,  pursuant  to  adjourtimient,  in  room  312^ 
senate  Office  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boise  Penrose 
;>residing. 

Present:  Senators  Penrose  (chairman),  Smoot,  DilKngham;  Wat- 
son, McLean,  Calder,  and  Simmons. 

The  Chairman.  The  committee  has  present  this  morning  Mr. 
W.  L.  Crounse,  representing  the  Manufacturing  Perfumers'  Asso- 
ciation, 

Mr.  CBotmsE.  Mr.  Chairman  and  gentlemen,  the  Manufacturing 
Perfumers '  Association  has  a  tariff  committee  of  which  Dr.  H.  (J, 
Wright,  of  New  York,  is  the  secretary,  and  he  will  present  our  case 
this  morning. 
The  Chairman.  All  right. 

Mr.  C^UNfiB.  Mr.  Wnght,  I  will  say,  is  not  only  a  man  of  experf^ 
ence  in  our  industry,  but  he  was  for  a  thnfe  attached  to  the  appraise 
ers '  staif  in  New  i  ork  City  and  is  more  or  less  familiar  witn  the  • 
generalproblems. 

The  Chairman.  I  want  to  state  to  the  conmiittee  and  to  the  gentle^ 
men  appearing  before  the  committee  that  when  these  proeeedih^ 
openea  132  applications  were  on  file  from  individuals  to  be  heard. 
This  morning  they  have  been  swelled  to  268.  If  the  application^ 
keep  on  increasing  in  number  and  the  hearings  are  prolonged,  as  they 
were  yesterday^  there  will  be  considerable  snow  on  the  ground  before' 
we  are  throuen  with  this  bill. 

1  surest  uiat  witnesses  aid  the  committee  and  aid  the  Amctticiah 
I>eople  in  being  brief  and  coming  to  the  point  and  in  not  duplicating 
their  testimony,  but  selecting  on^  of  each  group  to  pr^ent  their 
views.  ' 

^  Mr.  CROUNsii.  Tfc«r©  is  only  one  hire  "representing  this  industry,, 
^nator. 

The  Chairman.  All  right.     Proceed. 

STATEKSVT  OF  HABBT  0.  WBie-HT,  118  TWBVTT-SBTBlTTS: 

8TBBBT,  BEW  YOBK,  B.  T. 

I 

•  ,  I 

The Chaibman.  What  isyoiii'  full  namel 

^.  Wbight.  Hajrr  C.  Wright. 

^e  Craibm^^n.  Wnere  do  you  live  ? 

«J  Wright.  No.  118  Twenty-seventh  Street,  New  York  City.. 

Ine  CHAiRiiAK.  What  is  your  bminass  1 

2S3. 
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Mr.  Wright.  Secretary  of  the  American  Perfumers '  Association's 
TariflF  Committee. 

The  Chairman.  Are  you  in  the  perfumery  business  ? 

Mr.  Wright.  No,  sir;  I  am  employed  by  Morana  (Inc.),  who  an 
associate  members  6f  thisassociatioin,  and  Iny  servibes  'are  loaneo 
by  Morana  (Inc.)  to  the  association  in  order  to  present  the  feeling* 
of  the  association  in  regard  to  tariff  matters. 

The  Chairman.  Will  you,  sjbate  b^efly  jue^  what  you  desire  t- 
submit  to  the  committee. 

Mr.  Wright.  We  have  prepared  a  brief,  which  is  being  printed  aws 
will  be  laid  before  the  computtee,  from  which  I  would  luce  to  read  t4> 
you.    I  will  make  it  as  brief  as  I  can 

The  Chairman.  Is  jo\xt  brief  printed  I 

Mr*  Wright.  Yes,  sir.    .      . 

The  Chairman.  Then  you  do  not  have  to  read  it. 
.  Senator  Simmons.  What  do  you  want  to  read  it  fori 

Mr.  Wright.  I  want  to  empnasize  a  few  points. 
.  Senator  Simmons.  Pick  out  the  points  that  you  want  to  make. 

The  Chairman.  Make  any  statement  to  the  committee  that  vuu 
wish,  but  do  not  read  your  brief  to  the  committee  if  it  is  printed. 

Mr.  Wright.  1  want  to  refer  particularlv  to  the  emoargo  and  j 
licensing  plan  which  was  voted  down  in  the  House  but  which  we  fear 
may  develop  later  and  be  pressed  for  passage  before  the  Senate. 

We  desire  to  emphasize  briefly  tne  considerations  which  hatf 
caused  our  members  to  register  an  absolutely  unanimous  opinion 
with  respect  to  this  project. 

SiAce  this  plan  was  first  proposed  several  years  ago 

.   Senator  Simmons.  You  say  your  members  ? 

Mr.  Wright.  We  have  about  200  members,  all  told,  the  principal 
dealers  in  the  industry. 

^  Thi3  association  has  given  the  matter  careful  consideration  and  ba^ 
oonsistently  opposed  it.  We  have  at  all  times  recpgpized  the  equii; 
of  granting  the  fullest  possible  protection  to  domestic  manufacturers 
pr^ucing  the  materials  which  it  has  been  proposed  to  subject  to  thift 
plan,  and  we  shall  cheerfully  accept  any  acheaule  of  duties  which,  in 
the  wisdom  of  Congress,  is  deemed  necessary  to  protect  American  pro- 
ducers of  our  raw  materials. 
•  The  Chairman.  All  these  propositions  are  conceded^ 

.Mr.  Wriqht.  It  must  be  borne  in  mind,  however,  that  it  is  abso- 
lutely essential,  not  only  to  the  prosperitv  but  to  the  every  existence 
of  tbie  perfumery  indusUy,  that  we  ahoula  at  all  timits  have  free  access 
to  any  and  every  desired  foreign  source  of  supply  of  our  raw  materials. 

The  Chairman.  Are  you  reading  that  ? 

Mr.  Wright.  I  am  just  taking  parts  from  this. 
^  The  CaanvAN.  It  is  not  amy  priniedv  and  aymlabfe,  hn%  self- 
evident. 

Senator  Simmons.  I  understood,  Mr.  Chairman,  that  he  wanted  (o 
read  some  extracts  and  then  comment  on  them^ 

Mr.  Wright.  That  is  what  I  should  like  to  do. 

The  Chairman.  All  right. 

Mr.  Wriqht.  We  wish  to  point  out  that  the  materiab  enmnexat^ 
in  naragraph  26,  which  affect  our  industrv,  are  different  from  the 
dennite  chemical  substances  and  dyes  in  tlie  determination  of  their 
availabilitv  for  use.     In  other  words,  a  perfumer  must  have  a  specific 
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quality  of  inerchandise^  somethiag  which  will  pass  the  test;  either 
orei£^  or  domefiticy  and  perhaps  show  an  absolute  purity;  but  there 
s  a  delicacy  in  odor  whica  the  American  perfumer  seeks  for  his  work 
md  these  foreign  goods  would  be  absolutely  [m)hibited  if  there  were 
tn  embargo  in  effect  which  would  prevent  our  bringing  these  goods 
II to  this  countnr  as  required  for  the  industry.  It  would  necessitate 
the  abolition  of  certain  items  in  our  line,  and  those  would  be  the 
inest  products  on  which  we  rely  to  compete  with  the  finer  imported 

2Tades.     In  other  words,  then 

Senator  Simhons.  I  am  not  in  favor  of  the  embai^o  by  any  means' 
eind  I  had  not  understood  that  we  provided  for  the  absolute  exclu- 
sion of  any  product.  I  thought  we  provided  for  exclusion  unless 
that  product  was  produced  in  this  country  in  sufficient  quantities  to 
supply  the  demand. 

Senator  Shoot.  It  is  just  the  reverse,  Senator. 
Senator  Simmons.  It  is  ranker  than  I  thought  it  was.    It  was  rank 
enough,  but  this  is  ranker. 

Senator  Smoot.  That  is  what  I  thought  when  you  voted  for  it.    I 
do  not  know  how  you  ever  did  it. 
Senator  Sibimoks.  I  have  not  voted  for  it. 
Senator  Smoot.  Yes;  in  the  emergency  tariff  bill. 
Senator  Simmons.  Oh,  yes;  I  voted  to  extend  an  embargo  that 
would  be  applied  for  three  months,  until  we  could  have  opportunity 
to  adjust  this  matter  in  an  equitable  way. 

Mr.  Wright.  The  feature  m  the  embargo  bill  to  which  we  object 
is  the  requirement  relating  to  any  article  produced  in  this  country 
of  like  quality,  price,  and  ctelivery.  Those  are  the  three  points  made. 
But  the  point  of  it  is  that  with  aromatic  chemical  products  the 
question  of  quality  is  paramount.  We  have  to  have  the  very  iSnest 
product  possible,  as  I  pointed  out  before,  in  order  to  enable  us  to 
compete  with  the  imported  perfumes.  Very  few,  if  any,  I  wiU  say, 
of  tne  articles  listed  m  paragraph  26  are  produced  in  America  of  a 
quality  equal  to  the  foreign  product,  ana  I  hold  no  brief  for  the 
loreign  manufacturer. 

Senator  Watson.  Why  can  they  not  produce  them  here  as  well  as 
they  can  in  foreign  countries  ? 
Jir.  Wright.  It  is  only  a  question  of  manipulation  and  having  the 

? roper  labor,  I  imagine.    It  is  not  done,  and  it  has  been  attempted. 
Te  have  been  working  on  them  for  a  number  of  years. 
For  instance,  the  house  with  which  I  am  connected,  although  I  do 
not  represent  it  here  to-day,  manufactures  certain  aromatic  chemicals, 
and  we  have  tried  hard  to  make  as  good  an  article  as  some  of  our 
foreign  supply  houses.     We  would  very  gladly  make  them  in  our 
factory  in  New  Jersey  rather  than  import  them  from  Switzerland 
or  France,  but  so  far  we  have  not  been  able  to  do  it. 
Senator  Watson.  Because  of  the  lack  of  knowledge  of  the  formulas  ? 
Mr.  Wright.  No;  we  have  the  formula.     It  is  a  definite  formula, 
well  knowi).    We  have  a  directing  chemist  who  is  very  competent, 
but  it  seems  to  be  a  matter  of  getting  proper  results  from  the  avail- 
able labor. 

Senator  Simmons.  Do  I  understand  jou  to  say  that  if  you  need  a 
certain  article  in  your  business  that  is  not  produced  at  all  in  this 
country,  that  you  can  not  get  in  this  country,  this  embargo  would 
prevent  you  from  buying  abroad  i  Of  course,  you  would  have  to 
get  a  license,  possibly;  I  do  not  know  about  that. 
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Mr.  Wright.  Just  referring  to  paragraph  26,  one  item  noted  then 
rartificial  musk.  I  do  not  belieTe  that  an  otmce  of  artificial  musk  p 
made  in  this  coimtrj.    Yet  it  is  essential  to  the  perfume  indusur 

Senator  Simmons.  Do  you  mean  that  if  this  embargo  is  adopted 
jou  could  not  buy  it  abroad  or  get  a  license  to  buy  it  abroad  i 

Mr.  Wright.  As  it  is  written  now  artificial  musk  would  be  ab>«>- 
lutely  barred  from  importation. 

Senator  Watson.  Why? 

Mr.  Wright.  As  it  is  written  in  the  law. 

Senator  Watson.  I  do  not  agree  Mdth  you  about  that  at  all. 

Senator  Smoot.  No;  I  do  not  either. 

Mr.  Wright.  That  is,  we  would  have  to  show 

Senator  Watson.  Of  course  you  would  have  to  make  your  showiof 
but  after  you  make  your  showmg  you  can  get  it. 

Mr.  Wright.  We  have  been  able  to  do  that  so*  far  under  the  emer- 
gency tariff,  under  the  licensing  plan  in  effect  until  the  28th  of 
August.  We  have  been  able  to  get  certain  items  in,  and  other?  wr 
have  been  refused  licenses  on  because  they  claim  that  they  are  obtain- 
able in  this  country. 

Senator  Watson.  Certainly.  That  is  an  entirely  different  pn>p«- 
sition. 

Senator  Simmons.  You  mean  you  could  not  get  them  except  by  a 
very  cumbersome  and  dilatory  process  ? 

Mr.  Wright.  That  is  what  I  mean. 

Senator  Watson.  That  is  different  from  the  statement  vou  fir?: 
made. 

Mr.  Wright.  The  various  paragraphs  in  which  we  are  interest*^ 
in  the  tariff  will  be  indicated  in  the  orief  which  will  be  before  vo'j 
gentlemen. 

I  do  want  particularly  to  point  out  in  paragraph  56  the  acMf<i 
provision,  which  reads: 

All  mixt\ires  or  combinationB  containing  essential  or  distilled  oils  or  natum^  <•' 
synthetic  odoriferous  or  aromatic  substance  40  cents  per  pound  and  40  per  rent  » ' 
valorem. 

There  have  been  brought  into  this  country  certain  compoundeJ 
perfumes  which  are  not  quite  in  the  perfumery  state.  They  ar* 
materials  which,  by  dilution  with  alcohol,  could  Se  made  salable. 

We  want  to  see  this  provision  put  into  effect,  because  under  thut 
instead  of  the  20  per  cent,  as  now  being  assessed  on  that  clas^  "f 
materials^  the  higher  rate  would  obtain. 

Then,  m  paragraph  1625,  the  essential  oils,  we  made  certain  rec- 
ommendations before  the  Ways  and  Means  Committee  to  have  cer- 
tain oils,  bois  de  rose  and  cananga,  specifically  mentioned.  We  wer 
told  by  the  experts  of  the  UniteS  States  Tariff  Commission  that  bi»b 
de  rose  was  omitted  for  the  reason  that  it  was  considered  to  be  iden- 
tical with  linaloe,  and  that  cananga  was  omitted  on  the  CTound  that 
it  was  identical  with  ylang  ylang.  We  are  convinced  that  there  i- 
such  an  essential  difference  between  these  materials*  and  those  t" 
which  they  are  related  bv  the  commission  that  it  would  be  a  seriou* 
error  if  Congress  should  fail  to  specificallv  enumerate  them. 

In  other  words,  these  two  oils,  while  tney  are  scientifically  simily 
in  a  practical  application,  are  distinct  oils  and  are  commercially  dis- 
tinct. Bois  de  rose  is  used  as  a  base  in  the  manufacture  of  aromattc 
chemicals. 
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The  Chairman.  Were    these   mattera   suhmitted    to   the    House 
^onunittee  i 
Mr.  Wright.  In  part;  yes,  sir. 

Senator  Simmons.  Mr.  Chairman^  I  want  to  surest  that  you  might 
curtail  these  hearings  if  we  could  decide  to  take  SEkt  question  up  and 
act  upon  it,  whether  we  are  goin^  to  continue  this  embargo  proposi- 
tion which  the  House  has  turned  down.  If  we  are  not,  all  of  this 
matter  might  be  eliminated. 

The  Ch^rman.  I  am  informed,  Senator  Simmons,  without  know- 
ing the  details  of  it,  that  two  or  three  hearing  have  been  reauested 
on  the  embargo  proposition,  and  I  should  thmk  they  could  oe  die- 
posed  of  very  promptly;  and  early  next  week  we  will  hare  to  have 
an  executive  session  to  consider  the  whole  subject  of  valuation,  and 
we  can  take  up  the  embargo  then. 

Senator  Simmons.  My  idea  was  that  you  would  have  the  valua- 
tion proposition,  and  1  understand — unfortunately  I  could  not  be 
here  durmg  the  last  two  or  three  days-^that  you  have  come  to  some 
sort  of  agreement  by  which  you  are  going  to  decide  with  reference 
to  the  American  valuation.  In  advance  of  any  further  hearings 
whv  not  adopt  some  rule  with  reference  to  this  embargo  proposition  ? 
The  Chairman.  As  soon  as  the  two  or  three  hearings  on  the  em- 
bai^  are  disposed  of  I  shall  be  very  glad  to  work  with  you  to  secure 
a  final  disposition  of  the  embargo  question  early  next  week.  I  en- 
tirely agree  with  you  that  it  ougnt  to  be  determined  one  way  or  the 
other  to  stop  the  discussion. 

Senator  Smoot.  Both  the  American  valuation  and  the  embargo 
queslicm  ? 
The  Chairman.  Yes. 

Senator  Simmons.  I  have  no  hesitation  in  stating  my  position  on 
the  embargo  question. 

During  tne  war,  the  old  administration,  having  regard  for  the  situa- 
tion of  mis  new  industry,  im]>08ed  this  embargo  upon  importations, 
and  I  think  we  acted  very  wisely  about  it.  The  war  ended  before 
we  were  ready  to  treat  this  matter  through  the  tariff,  and  I  was 
willing  for  that  embargo,  put  on  bv  the  last  administration,  to  con- 
tinue for  three  months  until  you  had  that  opportunity.  But  as  a 
permanent  proposition  I  think  it  is  not  to  be  thought  of.  That  is 
my  judgment. 

Senator  Smoot.  The  only  difference  between  you  and  me  is  that 
I  thought  it  was  very  unwise  in  the  first  place. 

Senator  Simmons.  1  have  had  great  sympathy  with  the  develop- 
ment of  the  dye  industry  speedily  in  this  country  to  the  point  where 
we  can  fully  supply  our  peace-time  demand  and  so  that  we  will  be 
in  position  to  supply  our  demand  in  case  of  war.  I  recognized  the 
difficulties  under  wfiich  the  industry  would  labor,  and  I  was  ready 
and  willing  to  go  very  far  in  legislation  to  establish  that  industry  upon 
that  broad  basis  that  I  thought  was  essential  to  the  vital  interests 
of  the  country. 

The  Chairman.  Now  will  you  submit  the  rest  of  your  remarks, 
Mr.  Wmht  ? 

Mr.  Wright.  May  I  ask  that  we  have  the  privilege  of  submitting. 
a  brief  in  connection  with  the  embargo  proposition  ? 
The  Chaieman.  Yes,  you  can. 

.  Mr.  Wbight.  Do  I  understand  that  the  American  valuation  prin* 
ciple  will  be  up  for  discussion  before  the  committee  ? 
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The  Chairican.  Yes;  and  determined. 

Mr.  Wright.  The  American  valuation  plan  ? 

The  Chairman.  Yes. 

Mr.  WiuoHT.  I  will  not  be  able  to  be  before  the  committee  next 
week,  and  I  would  like  to  read  a  certain  portion  of  my  brief  here 

The  Chairman.  It  is  in  print,  is  it  not  ? 

Mr.  W^^^^«  I^  ^'  ^&y  I  emphasize  this,  then,  that  the  first  part 
of  the  bill  as  written  requires  that  the  appraiser  snail  take  the  value 
as  sold  in  America  of  comparable  or  competing  merchandise.  It  b 
identifying  this  competing  merchandise  that  is  going  to  make  it  8<» 
extremely  difficult 

The  Chairman.  The  comimittee  has  had  that  thoroughly  preeentcd. 
and  what  the  committee  is  getting  to  the  point  of  objecting  to  ^ 
the  constant  repetition  by  witnesses  of  things  that  have  been  gone 
over  fully  on  the  day  before. 

Mr.  Wright.  I  was  not  aware  of  that,  sir. 

The  Chairbian.  It  is  your  business  to  be  aware  of  it,  if  you  are 
undertaking  to  come  before  the  committee.  The  hearings  are  printed 
every  day. 

Mr.  Wright.  The  point  which  we  would  attempt  to  present  to  too 
would  be  the  apphcation  to  our  own  industry.  I  appreciate  that 
you  have  under  consideration  the  broad  industry  of  the  country. 

The  Chairman.  You  may  submit  any  matters  you  have  in  mind 
and  they  will  be  printed  as  part  of  your  remarks. 

Senator  Simmons.  He  desires  to  make  some  oral  statement  about  it. 

Mr.  Wright.  I  can  make  those  conunents  in  a  supplemental  bhef 
which  I  will  put  before  the  committee,  emphasizing  the  points,  based 
on  my  own  experience  of  many  years  in  the  New  York  Custonb 
Service,  with  reference  to  the  practical  application  of  the  law  as 
proposed.  It  would  be  an  extremely  difficult  matter  for  an  officiiJ 
to  work  out  eflFectively. 

The  CHAiRMAi<f .  Mr.  J.  D.  Cameron  Bradley,  of  New  York,  rcpre- 
senting^the  American  Agricultural  Chemical  Co.,  is  down  on  the  list 

Mr.  Bradley,  will  you  state  your  views  to  the  committee? 

STATEMENT  OF  J.  D.  CAMEEOlf  BRADLEY,  VICE  PRBSIDEIT 
OF  THE  AMEBICAV  AOBIGXTLTURAL  OHSHICAL  CO. 

Mr.  Bradusy.  I  wanted  to  speak  about  the  potash  question. 

The  Chairman.  What  is  your  business? 

Mr.  Bradley.  Fertilizer  manufacturer.  I  am  vice  president  «>' 
the  American  Agricultural  Chemical  Co.,  sir. 

The  Chairman.  Proceed. 

Senator  Watson.  To  what  particular  section  of  the  bill  do  you 
address  your  remarks  ? 

Mr.  Bradley.  Fertilizer  chemicals,  sir. 

I  want  to  say  that  the  industry  has  always  been  opposed  to  tariffs 
on  raw  materials  for  fertilizers,  and  they  still  are,  and  I  want  to  pn»- 
test  against  any  tariff  on  potash,  because  in  times  like  these,  when 
the  Government  is  being  asked  to  aid  the  farmers,  it  does  not  s^^m 
right  that  a  tariff  should  be  placed  on  the  raw  material  which  gof^ 
into  fertilizer  and  the  farmers  have  to  pay  that  tariff. 

I  have  a  brief  h^^e,  and  as  you  want  to  be  as  short  as  possible  1 
would  like  to  lenv.-  »♦     '-'    *lu»  committee. 
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The  Chaikman.  To  read  the  brief? 

Mr.  Bradley.  No,  sir;  to  leave  it  with  the  committee. 

The  Chaikman.  Oh,  yes,  to  leave  it.     Do  you  want  it  printed  ? 

Mr.  Bradley.  Yes,  sir. 

The  Chairman.  All  right;  it  will  be  printed. 

(The  brief  referred  to  and  submitted  by  the  witness  is  as  follows:) 

Thb  American  Agricultural  Chemical  Co., 

New  York,  July  28 y  1921, 
Finance  Committee, 

United  States  Senate: 

The  Axaeri-can  Agricultural  Chemical  Co.  is  opposed  to  auy  duty  being  levied  on 
potash  importcKi  into  this  country  for  u^e  as  a  fertilizer  for  the  following  reasons: 

Such  a  auty  would  fall  ultimately  upon  the  farmers,  whose  condition  is  such  that 
no  further  burden  should  be  placed  on  tnem  for  the  benefit  of  any  industry,  especially 
when  that  industry  is  one  that  has  never  demonstrated  its  ability  to  compete  suc- 
ceasfuUy  with  foreign  products. 

The  United  States  imports  of  German  potash  for  the  year  19X3  were  240,000  tons  of 
actual  potash,  KjO.  About  85  per  cent  of  this  potash  was  used  exclusively  for  fer- 
tilizer purposes.  Before  the  war  the  cost  of  production  of  German  muriate  of  potash 
'50  per  cent  K,0,  or  actual  potash)  was  about  $8  per  ton  in  bags  at  the  mine.  The 
then  cost  of  dehvery  to  United  States  Atlantic  ports  was  about  $5  per  ton,  making  the 
actual  cost  of  muriate  of  potash  delivered  on  the  Atlantic  seaboard  about  $13  per  ton. 

In  1909  I  made  a  large  contract  of  muriate  of  potash  with  German  mines  for  $20  per 
ton,  delivered  on  the  Atlantic  seaboard.  This  contract,  however,  was  never  carried 
out  for  the  reason  that  the  German  Government,  nine  months  afterwards,  passed  a  law 
which  invalidated  the  contract,  notwithstanding  an  emphatic  protest  of  the  United 
States  Government.  This  contract  would  have  netted  the  Germsm  mines  a  handsome 
profit,  and  had  not  the  potash  syndicate  been  immediately  reformed,  an  open  market 
would  have  ensued  and  prices  would  have  surely  gone  far  below  those  named  in  my 
contract. 

In  consequence  of  this  action  on  the  part  of  the  German  Government  this  contract 
wad  concelcKl  in  1911  and  a  new  contract  was  entered  into  at  a  price  of  $32.40  a  ton  for 
muriate  of  potash  delivered  on  the  Atlantic  seaboard.  This  price  prevailed  until  the 
€3^try  of  the  United  States  into  the  war.  The  present  German  and  French  price  for 
munate  of  potash  is  85  cents  per  unit  of  KgO,  equivalent  to  $42.50  per  ton.  Their 
price  for  20  per  cent  potash  salte  is  70  cents  per  unit  of  KjO. 

In  1909  there  were  less  than  70  German  potash  mines  in  operation.  There  are  now 
about  290  German  mines  and  about  15  more  in  Alsace.  German  experts  have  csti- 
niaie^l  that  30  of  the  larger  mines  could,  operated  to  capacity,  supply  the  entire  potash 
demand  of  the  world,  and  I  believe  this  to  be  true. 

Potash  has  also  been  discovered  in  Spain  in  large  quantities  and  of  a  grade  equal, 
if  not  superior,  to  the  German  product. 

As  to  American  potash,  the  greatest  amount  produced  in  anv  year  was  54,803  tons 
of  actual  potash  KoO,  in  1918.  In  1919,  32.418  tons  K2O  were  produced,  and  in  1920, 
^8.684  tons  K^O.  The  lowest  price  at  which  this  company  ever  bought  American 
P^itaah  was  2.125  per  unit  of  KjO  for  20  per  cent  grade.  The  principal  company  with 
whom  it  dealt  went  into  the  hands  of  a  receiver  in  1920  in  consequence  of  the  decline 
in  prices.  During  the  war  German  muriate  of  potash  sold  as  high  as  $500  per  ton,  9s 
•gainst  the  prewar  price  of  $32.40. 

I  do  not  believe  tnat  this  country  can  successfully  compete  \^ath  German  or  French 
potash  unless  actual  deposits  of  potash  salts  are  discovered .  The  potash  produced  from 
^  Nebraska  Lakes  is  low  graae  and  inferior  in  quality  to  the  German  article  either 
for  direct  application  or  for  use  in  mixed  fertilizers.  The  California  product  contains 
a  certain  amount  of  borax,  which  is  deleterious  to  plant  life,  and  this  company  is 
unvilHng  to  risk  its  use.  Other  companies  who  have  used  it  have  suffered  heavy 
lOBBes  in  consequence  of  the  borax  injuring  the  crops.  It  is  now  claimed  that  the 
*nwunt  of  borax  has  been  reduced  to  a  safe  percentage,  but  of  this  fact  "we  are  not  as 
yet  BuflBdently  convinced  to  risk  using  it  in  our  fertilizers. 

I  can  not  believe  that  Congress  will  consent  to  levy  a  tax  upon  the  products  of  the 
wil  and  indirectly  upon  the  very  sustenance  of  every  citizen. 
"«pectfully  submitted. 

RoBBRT  S.  Bradley,  Chairman. 


300  TARIFF — CHEMICAL  SCHEDULE. 

Senator  Simmons.  I  want  to  ask  you  some  questions  about  tb 
potash  situation. 

Where  did  we,  prior  to  the  war^  get  our  supply  of  potash  in  \h» 
country? 

Mr.  Bradley.  Some  of  it  came  from  Utah,  some  came  from  NV 
braska,  and  some  came  from  southern  Califomiai  I  think.  We  dio 
not  get  very  much,  though. 

Senator  Simmons.  That  was  potash  that  was  produced  in  tiu> 
country? 

Mr.  Bradley.  Yes,  sir. 

Senator  Simmons.  What  per  cent  of  the  potash  that  was  ccmsumMi 
before  the  war  was  produced  in  this  country  ? 

Mr.  Bradley.  One-tenth. 

Senator  Simmons.  What  per  cent  of  the  potash  that  would  b* 
consumed  in  this  country  it  agricultural  conditions  were  nonnal  i** 
produced  in  this  coimtry  ? 

Mr.  Bradley.  To-day  ? 

Senator  Simmons.  Yes. 

Mr.  Bradley.  Between  one-fifth  and  one-sixth. 

Senator  Simmons.  Is  that  potash  of  the  same  quality,  and  b  it 
equally  desirable  for  crops  that  potash  is  used  to  stimulate,  as  thr 
German  potash  ? 

Mr.  Bradley.  Not  in  our  opinion,  on  account  of  the  borcHi  that 
was  found  in  some  of  the  potasn  in  southern  Califomia. 

Senator  Smoot.  There  is  no  question  but  what  there  has  bet»i: 
potash  manufactured  in  Nebraska  and  Salt  Lake  that  is  just  as  p^< 
as  the  foreign  product. 

Senator  Simmons.  Just  as  good  as  the  foreign  product  i 

Senator  Smoot.  Absolutely. 

Senator  Simmons.  What  per  cent  of  the  potash  manufactured  ic 
this  country  is  just  as  good  as  the  foreign  potash  ? 

Mr.  Bradley.  About  one-ninth  or  one-tenth. 

Senator  Simmons.  One-ninth  or  one-tenth  of  the  potash  manufar- 
tured  in  this  country  is  as  good  as  the  German  potash.  The  balanrr 
is  not  I 

Mr.  Bradley.  But  the  Americans  do  not  make  as  high  a  grade  of 
potash,  which  is  what  is  desired. 

Senator  Simmons.  I  want  to  call  your  attention  to  condition.^ 
that  existed  in  my  State,  North  Carolina,  during  the  war.  I  thiok 
it  was  the  first  year  after  we  had  cut  off  our  German  supply  and  bepu^ 
to  use  American  substitutes  for  potash.  In  several  counties  of  tbf 
State  large  quantities  of  potash  were  sold  to  put  under  cotton,  and 
after  that  cotton  came  up  and  grew  to  a  couple  of  inches  in  heiehL  it 
began  to  die«  and  they  had  to  plough  it  up.  Suits  were  broo^t  hy 
farmers  in  those  sections  a^inst  the  venders  of  these  substitutes  f<»r 

Sotash.  In  one  instance  I  heard  of  a  man  worth  several  million 
oUars  who  was  a  dealer  in  these  potashes  and  was  about  to  be 
mined.  I  do  not  know  what  became  of  those  suits.  I  think  tbfv 
were  compromised  at  a  great  loss. 

Is  there  much  of  that  Kind  of  potash  put  on  the  market  i 

Mr.  Bradley.  Not  to-day. 

Senator  SimioNs.  Thai  lias  been  eliminated  i 

Mr.  Bradley.  Yes,  sir. 
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Senator  Simmons.  But  you  think  that  something  like  8  or  9  per  cent 
f  the  potash  produced  in  this  country  is  very  inferior  to  the  Grerman 
»otash  ? 
Mr.  Bradlby.  No;  I  did  not  say  that,  sir. 

Senator  Simmons.  I  understood  you  to  say  that.     What  percentage 
lid  you  say  ? 
yir.  Bradley.  It  was  inferior? 
Senator  Simmons.  No;  I  say  that  is  produced  now. 
Mr.  Bradley.  I  say  that  one-tenth  of  what  is  used  in  this  country 
s  ^ood  American  ]>otash. 

Senator  Simmons.  One^tenth  of  the  potash  produced  in  this  country 
s  good  ? 
\Ir.  Bradley.  Yes,  sir. 

Senator  Simmons.  The   other  nine-tenths  is  not   good.     Is  that 
ivhat  you  say  ? 

Mr.  Bradley.  No;  I  mean  what  is  good  potash  used  and  manu- 
factured in  the  United  States  is  one-tenth  of  what  comes  in  from 
Germany. 
Senator  Simmons.  One-tenth  of  that  quantity  ? 
Mr.  Bradley.  Yes,  sir. 

Senator  Simmons.  But  what  I  asked  you  was  this:  What  per- 
<'entage  of  the  potasH  that  is  now  produced  in  the  United  States  is  of 
e((ual  Quality  and  value  for  farming  purposes  as  the  German  potash  ? 
Mr.  DRADLEY.  I  think  all  of  it  is  to-day. 

Senator  Simmons.  You  think  all  that  is  produced  to-day  is  equally 
as  good  as  the  German  product  ? 

Mr.  Bradley.  Yes,  sir;  because  I  think  they  have  eliminated  the 
boron. 

Senator  Simmons.  You  think  about  10  per  cent  of  our  normal 
supply  is  produced  here  ? 
Mr.  Bradley.  Yes;  maybe  12  per  cent. 

Senator   Simmons.  What  would  be  the  increase  in  the  price  of 
potash  in  this  country  as  the  result  of  the  tax  proposed  ? 
Mr.  Bradley.  It  would  be  50  cents  a  unit. 
Senator  Simmons.  What  would  that  be  a  ton  t 
Mr.  Bradley.  Pure  K^O  would  be  $50  a  ton. 
Senator  Simmons.  What  did  German  potash  sell  for  before  the  war  ? 
Mr.  Bradley.  Muriate  of  potash,  which  was  one  of  the  high  grades 
we  got,  was  $32.50,  or  about  60  to  62^  cents  a  unit. 
Senator  Simmons.  $32  a  ton  ? 
Mr.  Bradley.  Yes,  sir. 

Senator  Simmons.  The  German  potash  sold,  then,  before  the  war, 
5»t  $32  a  ton  ? 
Mr.  Bradley.  Yes,  sir;  laid  down  at  seaboard  ports. 
Senator  Simmons.  This  bill  proposes  to  put  a  duty  on  that  of 
practically  $50  ? 

Mr.  Bradley.  Yes,  sir;  on  pure  K^O,  but  $25  on  muriate  of  potash 
which  runs  about  50  per  cent  pure  KjO. 

Senator  Simmons.  That  would  run  the  price  up  to  $57  as  against 
132  before  the  war  1 

Mr.  Bradley.  Yes,  sir.     To-day  we  are  paying  $42.50  for  muriate 
f'f  potash.    It  would  run  it  up  to  $67.50  per  ton. 

^nator  Simmons.  I  just  wanted  to  get  the  facts.     They  are  so 
startling  that  I  thought  they  ought  to  be  developed. 
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Senator  McLean.  How  much  do  you  dbarge  for  potash  t 

Mr.  Bradley.  We  buy  it  for  85  cents  a  unit,  and  it  is  sold  in  our 
goods  at  $1  a  unit. 

Senator  Simmons.  Under  this  tarifif  the  farmer  would  have  to  pay 
considerably  more  than  twice  as  much  ? 

Mr.  Bradley.  For  the  potash  content  of  his  fertilizer  he  will  hav^ 
to  pay  more  than  50  per  cent  increase. 

Senator  Simmons.  What  is  it  used  for  ? 

Mr.  Bradley.  Potatoes,  onions,  cotton,  tobacco;  used  on  jrrair 
by  some  farmers,  and  hay — practically  every  crop. 

Senator  Simmons.  And  cotton  and  tobaxxx)  especially  can  not  hr 
successfully  grown  without  potash  ? 

Mr.  Bradley.  Nor  potatoes,  either. 

Senator  Simmoi^s.  For  a  few  years  in  the  South,  or  a  year  or  two. 
we. may  stop  the  use  of  potash  and  the  potash  in  the  soil  would  prar- 
tically  take  care  of  the  crops,  and  then  at  the  end  of  that  time  wt- 
can  not  produce  those  crops  successfully  at  all  without  potash  ( 

Mr.  Bradley.  Not  in  comparison  with  what  you  had  before. 

Senator  Smoot.  In  a  ton  of  fertilizer  how  much  potash  is  there ' 

Mr.  Bradley.  It  depends.  The  average  is  about  60  pounds  mI 
pure  potash  to  a  ton.  It  may  be  sometunes  less.  It  depends  on 
what  your  farmer  buys.     In  tne  potato  section  of  Maine  it  is  morv. 

Senator  Smoot.  There  are  only  60  pounds  of  potash  in  a  ton  o{ 
fertilizer  ? 

Mr.  Bradley.  Yes,  sir;   that  is,  taking  the  average. 

Senator  Smoot.  That  would  make  it  cost  about  75  cents  more  per 
ton  of  fertilizer  if  you  use  American  potash  as  against  the  Genniin 
potash.     Fertilizer  would  cost  about  75  cents  a  ton  more  t 

Mr.  Bradley.  Fifty  cents  a  unit,  which  would  be  SI. 50. 

Senator  Smoot.  You  say  that  is  the  difference  in  the  unit;  but  ' 
do  not  think  there  is  that  difference. 

Senator  McLean.  What  is  a  unit  ? 

Mr.  Bradley.  Twenty  pounds.  The  ton  is  2,000  pounds;  m  « 
unit  is  20  pounds. 

Senator  Simmons.  But  you  can  not  use  pure  potash  on  plant**. 
It  has  to  be  in  combination  ? 

Mr.  Bradley.  Yes. 

Senator  Watson.  What  per  cent  of  all  the  potash  used  in  the 
United  States  is  produced  m  the  United  States? 

Mr.  Bradley.  In  1920  about  one-sixth. 

Senator  Watson.  Of  all  that  was  used  in  the  United  State?, 
produced  in  the  United  States. 

Mr.  Bradley.  Yes,  sir. 

Senator  Watson.  Can  we  produce  all  that  we  need  in  the  United 
States  ? 

Mr.  Bradley.  No;  I  do  not  think  so — ^not  at  the  price. 

Senator  Watson.  I  mean  at  any  price  is  it  possible  to  produce  it ' 

Mr.  Bradley.  Yes;  it  can  be  done. 

Senator  Watson.  If  the  home  market  were  properly  stimuliit^ 
you  could  produce  your  entire  quantity  to  supply  the  home  demand  in 
the  United  States? 

Mr.  Bradley.  It  could  be  done. 

Senator  Smoot.  I  should  say  to  the  Senator  from  Indiana  that 
every  potash  plant  we  have  in  otu*  State  is  closed  up. 
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Senator  WxTSdN.  You  are  an  importer,  are  you?  '^^ 

Mr.  Bradlby.  Yes,  sir.  *^'> 

Senator  Watson.  Are  you  a  manufacturer  also?  •     '• 

Mr.  Brablst.  We  manufacture  it  into  fertilizer  only.     We  dp  not 

)wn  any  mines  in  America  or  abroad. 
Senator  Watson.  What  is  the  difference  between  the  existing  law 

ind  '^hat  is  proposed  here,  so  far  as  the  tariff  is  concerned  ? 
Mr.  Bradley.  Potash  is  on  the  free  list.     It  always  has  been, 

I  think. 
Senator  Watson  (reading) : 

Potash:  Bicarbonate  of,  refined,  and  chlorate  of,  one-half  cent  per  pound;  chromate 
and  bichromate  of,  1  cent  per  pound;  nitrate  of,  or  saltpeter,  refined,  |7  per  ton; 
permanganate  of,  1  cent  per  pound;  pruaeiate  of,  red,  2  cent»  per  pound;  yellow, 
H  cents  per  pound. 

Does  that  have  anything  to  do  with' the  kind  of  potash  whi<;h  you 
use  ? 

Mr.  Bbadlet.  No,  sir. 

Senator  Watson.  What  kind  of  potash  is  that  ? 

Mr.  Bradley.  That  is  for  drugs  and  chemicals. 

Senator  Watson.  So  that  you  use  none  of  that  for  fertilizer 
purposes.  Then,  what  you  are  interested  in  comes  under  parr agraph 
580  of  the  existing  law — 

Potash:  Cnide,  of  ** 'black  salts**';  carbonate  of;  cyanide  of;  sulphate  of;  hydrat^B  of, 
irhen  not  containing  more  than  15  "per  cent  of  caustic  soda;  nitrate  of,  or  saltpeter 
crude;  and  muriate  ci, 

Mr.  Bradley.  Yes,  sir. 

Senator  Watson.  Those  are  the  ^alts  of  potash  in  which  you  are 
interested? 

Mr.  Bradley.  Yes,  sir.    They  go  into  fertilized; 

Senator  Watson.  What  per  cent  of  those .  that  are  used  in  the 
United  States  are  now  made  in  the  United  Stfftes? 

Mr.  Bradley.  About  one^ixth,  is  it  not?  ' 

Senator  Smoot.  More  than  that.  It  is  between  one-fourth  and 
one-sixth. 

Senator  Simmons.  It  seems  to  me  not  profitable  to  mix  up  this 
question  with  any  chemicalquestion. 

Senator  Watson.  No.  What  1  am  trying  to  get  at  is  this:  Can 
we,  by  applying  the  old-time  doctrine  of  protection,  by  sufficiently 
protecting  this  industry,  finally  supply  the  entire  home  matket 
demand  in  the  United  States  ? 

Senator  Simmons.  At  the  cost  of  several  billions  of  dollars  in  the 
next  few  years. 

Mr.  Bradley.  We  bought  potash  last  year  from  Nebraska,  but 
the  producers  went  into  the  hands  of  a  receiver.  We  were  paying 
$2,125  a  unit. 

Senator  Smoot.  During  war  times  ? 

Mr.  Bradley.  That  was  after  the  war. 

Senator  Simmons.  I  airi  a  farmer.  I  buy  potash  extensively,  and 
I  know  something  about  it.  I  buy  it  in  the  form  that  you  fertilizer 
people  sell  it.  lou  get  it  from  Germany,  but  we  get  it  in  the  form 
that  you  prepare  it  in  your  factories  for  fertilizer.  It  does  not  con- 
cern me  how  much  of  one  element  and  how  much  of  another  element 
is  in  a  ton  of  that  material,  just  so  it  is  the  standard  amount.  The 
question  to  me  is  how  much  do  I  have  to  pay  now,  under  the  present 
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law,  for  this  Germaa  potash,  if  that  is  what  I  am  going  U>  iia»  m 
crops,  and  how  much  would  I  have  to  pay  for  the  same  quantitr 
this  fertilizer  if  this  tariff  is  put  on  it  ?    That  is  the  question  wbiri 
concerns  me.     The  chemical  content  does  not  affect  me  at  alL 

Mr.  Bradley.  You  would  pay  $1.50  more,  50  cents  a  unit  mvc^ 
for  your  fertilizer  for  the  3  per  cent  potash  grades. 

Senator  SnhiONS.  That  would  amount  to  $67  at  the  present  phrt^ 
in  this  country  as  against  $42  ? 

Senator  Smoot.  That  is  on  a  ton  of  fertilizer.  He  says  if  il  in^r^ 
3  per  cent  it  would  be  $1.50  a  ton.  There  is  very  little  fertiliier  thu* 
carries  3  per  cent  of  potash,  sold  in  the  United  States — very  little  ■' 
it  indeed.  In  fact,  some  lands  can  not  use  it  because  it  wimiU 
destroy  the  crops. 

Senator  Simmons.  There  is  a  standard  quality  sold  in  this  countrr 
for  fertilizer,  and  the  question  is  how  much  I  have  got  to  pay  iD(»r^ 
on  account  of  this  tariff  for  that  particular  fertilizer.  You  say  it  h 
$50  a  ton.     That  is  the  way  we  buy  it.     We  buy  it  by  the  Uml 

Senator  Smoot.  Doyou  ouy  potash  I 

Senator  Simmons.  We  buy  it  mixed  with  other  things. 

Mr.  Bradley.  Yes;  with  other  chemicals. 

Senator  McLean.  It  is  an  important  inquiry,  it  seems  to  me. 

Senator  Simmons.  Of  course  it  is.  I  buy  now  18  4  for  cotton 
The  last  4  represents  potash,  and  the  8  represents  phosphate. 

Mr.  Bradley.  Phosphoric  acid,  and  then  the  other  is  amimHiii 
and  the  other  is  your  potash.  It  is  50  cents  a  unit  or  $2  extm.  Thit 
is  what  the  tax  wodia  be'  on  that  ton  that  you  buy.  I  did  not  know 
you  bought  such  hieh-grade  goods,  sir« 

Senator  Smoot.  1  do  not  know  where  he  gets  them. 

Mr.  Bradley.  In  Maine  they  use  7  per  cent  pota^  on  thei* 
potatoes. 

Senator  Simmons.  If  I  buy  enoiu;h  fertilizer,  if  the  ferUUier  thit 
I  buy  contains  a  ton  of  muriate  of  potash — all  the  fertilizer  I  buj 
contains  that — I  have  to  pay  $50  a  ton  for  that  more  than  I  other- 
wise would  have  to  pay  ? 

Mr.  Bradley.  If  it  is  pure  potash. 

Senator  Simmons.  For  instance,  I  bu^  100  tons.  Sometimes  I 
buy  200  tons,  but  I  buy  100  tons  of  fertilizer  that  contains  4  per  cf n' 
potash. 

Mr.  Bradley.  It  contains  8,000  pounds  of  potash. 

Senator  Simmons.  I  buy  250  tons.  How  mvrh  would  tba? 
contain  ? 

Mr.  Bradley.  Twenty  thousand  pounds  of  pota^,  I  think. 
You  will  have  to  excuse  me  if  I  make  an  error.  It  is  10  tons.  Yoo 
would  have  to  pay  $500. 

Senator  McLean.  You  pay  more  than  that  if  you  live  in  X^ 
Ei^land. 

^nator  Watson.  He  would  have  to  pay  more. 

Senator  McLean.  There  is  a  wide  spread  in  the  price  of  fertiliirf^' 
that  is,  for  the  3,  4,  and  5  per  cent  potash  and  the  fertiKzers  that  con- 
tain it. 

Senator  Simmons.  I  was  just  taking  my  own  r&perieace  on  tin- 
farms  in  which  I  am  interested. 

Senator  McLean.  What  I  want  to  have  the  witnesB  tell  mr  i> 
this 
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Senator  Simmons.  I  understand  it  would  cost  me  about  $500  more 
lan  it  otherwise  would. 

Senator  McLbak.  I  bought  two  months  ago  quite  a  quantity  of 
Ttilizer.     I  wanted  some  potash.     I  think  it  was  5  per  cent. 
Mr.  Bradley.  Five  per  cent  potash  ? 
Senator  McLean.  I  think  I  paid  $70  a  ton. 
Senator  Simmons.  For  the  fertilizer  ? 
Senator  McLean.  For  the  mixture. 
Senator  Simmons.  That  was  last  year  ? 
Senator  McLean.  This  year,  six  weeks  a^o. 
Senator  Simmons.  I  do  not  know  about  this  year,  but  last  year  we 
laid  over  S70  a  ton. 

Senator  McLean.  You  paid  $80,  $85,  and  $90.  This  witness  is  a 
wholesaler.  I  would  like  to  know  what  his  prices  would  be  for 
standard  fertilizers  containing  about  4  to  5  per  cent  potash. 

Mr.  Bradley.  It  depends  on  the  amount  of  ammonia  and  it  de- 
pends on  the  amount  of  phosphoric  acid. 

Senator  McLean.  I  know;  but  ydu  have  different  varieties.  I 
wish  you  would  give  the  committee  an  id^  of  those  varieties  of  fer- 
tilizer that  you  sell  and  what  your  price  is. 

Senator  Smoot.  He  can  tell  you  what  it  cost  him,  which  would  be 
venr  illuminating. 

senator  McLean.  I  want  to  know  how  much  profit  there  is  be- 
tween him  and  the  man  that  I  buv  it  from. 

Senator '  Smoot.  You  can  not' do  that  unless  he  tells  you  what  it 
cost  him. 

Senator  McLean.  He  can  tell  the  committee  what  he  sells  his 
goods  for. 
The  Ceaibman.  Let  the  witness  ans'vtrer. 

Mr.  Beadley.  I  am  not  familiar  with  all  prices,  but  in  New 
England  4  8  4  was  sold,  for  $63.     I  think  it  was  shipped  any  tim^ 
from  January  and  the  due  date  is  December  1,  with  5  per  cent  dis- 
count if  cash  is  paid  July  1.  ,  ^ 
Senator  McLean.  $63  for  what  ? 
Mr.  Beadlby.  4-8-4  fertilizer. 
Senator  McLean.  What  does  that  mean  ? 

Ur.  Bradley.  Four  per  cent  ammonia,  8  per  cent  phosphoric  acid, 
4  per  cent  potash. 
Senator  Watson.  $60  a  ton  f 

Mr.  Bbadley.  $63,  payment  December  1/  extending  a  lO-dionths^ 
credit. 

Senator  McLean.  These  other  ingredients  are  quite  as  expensive 
Mthenotash? 
Mr.  Bradley.  Ammonia  was  ipore  so  last  year. 
Senator  Sjemmons.  This  duty  would  add  how  much  to  that  class 
of  goods— i  8  4? 
Mr.  Bradley.  $2,  sir. 

Senator  Smoot.  Will  you  tell  me  what  you  pay  for  ammonial 
Mr. Bradley.  To-day?  , 

Senator  Smoot.  Yes,  to-day. 
Mi.  Bradley.  I  can  not  give  you  the  market  prices. 
Senator  Smoot.  That  is  funny,  isn't  it?    Can  you  give  me  what 
the  phosphate  is  ? 
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Mr.  Bbadu&t.  No;  sir ;  I  oan  not  give  you  the  exact  fme*     I  think 
nitrate  of  soda  is  selling  about  $44.    I  am  not  in  the  purchaaine  eoc 
Senator  Smoot.  You  do  not  know  what  ammonia  is  s«lliog  For  f 
Mr.  Bradley.  No,  sir. 
Senator  Smoot.  What  I  want  to  know  is  this:  I  wimt  to  find  ou: 

what  it  is  costing  you 

Mr.  Bradley,  it  we  had  to  buy  the  raw  materials  to-day  t 
Senator  Smoot.  Yes. 

Mr.  Bradley.  About  $44  for  nitrate  of  soda. 
Senator  Smoot.  What  is  ammonia  ? 

.Mr.  Bradley.  That  runs  a  little  over  19  per  cent  ammonia. 
Senator  Smoot.  I  mean  the  cost  of  your  ammonia } 
Mr.  Bradley*  The  unit  ? 
Senator  Smoot.  Yes. 

Mr.  Bradley*  S2.25  to  $2.50  a  imit^  f «  o.  b.  or  seaboard,  sir. 
Senator  Sbioot.  The  percentage  of  ammonia  you  say  is  4  per  cent 
•Mr.  Bradley.  Yes,  su*. 
.    Senator  Smoot.  Phosphate  is  how  much  ? 

Mr.  Bradley.  The  phosphoric  acid,  8  per  cent.    That  is  aroimc 
75  cents  a  unit. 
Senator  Smoot.  And  4  per  cent  of  potash? 
Mr.  Bradley.  At  about  $1  a  unit. 

Senator  Smoot.  That  is  16  per  cent.    Now,  what  is  the  other  ^ 
per  cent  ? 

Mr*  Bradley.  The  other  per  cent  is  the  raw  materials,  nitrate  of 
soda,  only  19  per  cent  is  pure  ammonia.     The  rest  of  it — - — 

S^ator  SMOOT.There  is  84  per  cent  that  I  want  to  know  about 
What  will  that  84  per  cent  cost  you  per  ton  ? 
Mr.  Bradley.  It  does  not  cost  us  anything. 
Senator  Smoot.  That  is  what  1  thought.    That  is  what  I  want  t^- 
get  at 
Mr.  Bradley.  Wib  buy  it  on  the  unit  basis  of  the  goods. 
Senator  Smoot.  What  would  it  cost  you  for  the  work  to  make  tlu: 
ton  *  I  mean  the  labor  cost  ? 

Mr.  Bradley.  The  labor  cost,  the  selling  cost,  and  overhead  would 
be  in  the  vicinity  of  SIO. 
Senator  Smoot;  SIO  I 
Mr.  Bradley.  Yes. 
Senator  Smoot.  That  includes  profits  I 
Mr.  Bradley.  No,  sir. 
Senator  Smoot.  What  are  the  profits  ? 
Mr.  Bradley.  About  15  per  cent. 
Senator  Smoot.  Fifteen  per  cent,  did  you  say  ? 
Mr.  Bradley.  Yes. 

Senator  Smoot.  Mr.  Chairmani  I  can  figure  what  it  is  going  to 
cost  now. 
The  Chairbcan.  Very  well;  proceed. 

Mr.  Bradley.  Those  prices  are  to-day's  market  pieces,  not  U^t 
yearns. 
Senator  Smoot.  Yes;  and  this  bill  is  for  to-day  and  not  for  next 

year. 
The  Chairman*  Mr.  Bradley,  have  you  any  further  statement  to 

make  t 
Mr.  Bradley.  No,  sir. 
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Senator  Simmons.  I  would  like  to  know  what  sections  of  the  country 
you  particularly  supply  with  fertilizer. 
Mr.  Sradlet.  East  of  the  Mississippi. 
Senator  Simmons.  The  cotton  belt  i 
Mr.  BsADLST.  Yes. 

Senator  Simmons.  They  do  not  use  so  much  in  Mississippi  and 
Louisiana.     But  you  do  sell  in  the  cotton  States  ? 
Mr.  Bbadlbt.  i  es. 

Senator  Simmons.  Do  you  sell  in  the  tobacco-growing  States  ? 
Mr.  Bbaolet.  Yes. 

Senator  Simmons.  Is  it  your  opinion  that  farmers  have  curtailed 
very  materially  the  use  of  fertilizers  because  of  the  high  price  of  that 
commodity  1 

Mr.  Bbadlet.  Somewhat;  but  also  because  they  did  not  have  the 
money  to  buy  the  fertilizer  with. 

Senator  Watson.  It  is  absoluteljr  on  the  free  list  now,  so  that  the 
tariff  has  nothing  to  do  with  the  price. 
Mr.  Bradley.  Nothing. 

Senator  Watson.  But  if  a  foreigner  has  a  monopoly  he  can  put  the 
price  up  to  suit  himself.     Is  there  not  enough  competition  to-day  ? 

Mr.  Bbadlet.  There  is  competition  since  Alsace  nas  been  returned 
to  France. 

The  Chairman.  Do  I  understand  that  before  the  war  Germany  had 
a  monopoly  ? 
Mr.  tfaADLET.  Yes,  sir. 

The  Chairman.  And  there  was  an  argument,  so  far  as  potash  was 
concerned,  in  favor  of  breaking  down  that  monopoly  and  putting  in 
competition,  if  possible  ? 
Mr.  Bradley.  Yes. 

Senator  Simmons.  When  Germany  had  a  monopoly  on  potash  and 
could  fix  the  price  she  only  charged  $32  in  this  country  ? 

Mr.  Bradley.  Yes;  but  even  at  that  she  was  making  a  great  big 
profit — over  $10  a  ton. 

Senator  Simmons.  In  order  to  get  a  monopoly  in  this  country  we 
may  have  to  pay  $50  or  $60  a  ton. 
Mr.  Bradley.  More  than  that. 

Senator  Watson.  Does  France  sell  any  cheaper  than  Germany  ? 
Mr.  Bradley.  Just  about  the  same  to-day.     I  think  France  has 
been  underbidding  Germany.     They  did  last  year. 
The  Cbairman.  Where  does  France  get  her  supply. 
Mr.  Bradley.  From  Alsace. 

Senator  Simmons.  And  just  where  do  we  get  ours?  Do  we 
manufacture  ? 

Mr.  Bradley.  We  get  some  from  deposits  and  manufacture  some. 
There  is  alunite  in  Utah  and  there  are  salt  beds  in  the  Nebraska  lakes. 
There  are  the  Great  Salt  Lake  deposits  of  the  Salduro  Co. 
Senator  Smoot.  And  the  Niblo  uo. 

Mr.  Bradley.  Yes;  and  there  are  deposits  in  Searles  Lake  ih 
southern  Califorma. 

The  Chairman.  Are  there  any  further  o^uestions?  If  not,  the 
committee  will  proceed  to  hear  from  Mr.  Levi  Cooke,  of  Washington, 
D.  C,  representmg  the  coal-tar  products. 

eOTlS— 21— PT  5 2 
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STATEMENT  OF  MB.  LEVI  COOKE,  BEPRESBVTnTO  TKX 
MONSANTO  CHEMICAL  WORKS,  AND  THE  BATEB  Cd., 
OF  NEW  TOBK. 

Mr.  Cooke.  If  the  committee  please,  I  appear  on  behalf  of  tw*- 
chemical  companies  which  are  manufacturers  of  fine  coal-tar  mediri- 
nals  and  syntnetic  organic  druss. 

These  two  compames  are  the  Monsanto  Chemical  Works,  of  Sr 
Louis,  Mo.,  and  the  Bayer  Co.,  of  New  York. 

The  Monsanto,  Chemical  Works  manufacture  coal-tar  medicinal^ 
The  company  has  been  engaged  in  that  business  for  20  years.    Prior 
to  the  war  they  were  manufacturers  of  chemicals  from  Germar. 
intermediates  which  they  were  able  to  import  under  existing  tariff 
duties  for  this  purpose. 

The  Bayer  Co.  prior  to  the  war  was  the  American  end  of  th*- 
Bayer  Co.,  of  Leverhusen,  Germany. 

The  Chairman.  Didn't  the  committee  hear  you  in  reference  i« 
these  companies  when  the  emergency  tariff  bill  was  being  discuitsefl  ' 

Mr.  Cooke.  The  committee  heard  me  with  respect  to  the  Mon- 
santo Works*  I  did  not  then  discuss  the  Bayer  Co.,  and  I  do  ih»* 
propose  now  to  discuss  this  subject  or  to  repeat  anything  that  hA> 
already  been  said,  except  so  far  as  it  is  absolutely  neoessarr  u* 
present  my  views  here  to-day. 

Senator  Simmons.  Mr.  Cooke  is  not  a  voluminous  talkar  excep- 
on  the  subject  of  antiprohibition,  and  I  feel  confident  that  he  is  n«»' 
going  into  that  question  to-day. 

Mr.  CooK£.  lae  Monsanto  Chemical  Works  manufacture  certain 
fine  medicinal  coal-tar  products.  They  also  manufacture  certain 
synthetic  organic  drugs. 

The  Bayer  Co.  manufactures  principall}^  one  coal-tar  chemical  thtx 
is  a  very  well-known  product.  It  is  aspirin^  its  technical  name  bein^ 
acetylsalicylic  acid. 

I  vrish  to  state  that  the  Baver  Co.,  being  formed v  German  owned, 
was  taken  charge  of  by  the  Alien  Property  Custodian,  and  that  thf" 
stock  of  that  company  was  sold,  in  1919,  by  the  Alien  Property  Citf- 
todian  and  was  purchased  b^  the  present  Bayer  interest  in  thb 
country — ^Americans  engaged  in  the  medicinal  and  chemical  h^- 
ness — for  the  sum  of  $5,310,000. 

The  Chairman.  Mr.  Cooke,  I  am  not  going  to  curtail  your  remarb 
or  say  another  word  to  you  about  it,  but  is  the  exploitation  of  thee^" 
conipanies  necessary  in  connection  with  vour  testimony  i 

Mr.  Cooke.  I  simply  wished  to  show  that  Ameduoaa  mtereato  pur- 
chased the  Bayer  Co.,  transferred  the  nonmedicinal  patents  ukI 
propertj'  to  one  of  the  other  chenpdcal  compames  in  the  United  States 
ana  continued  the  medicinal  and  fine  chemical  operation. 

There  can  be  demonstrated,  out  of  the  experience  of  the  Bayer  Co  . 
just  exactly  what  has  occurred  in  the  chemical  mduatry  of  QtBrmanr 
with  respect  to  the  American  market. 

The  stock  of  the  old  Bayer  Co.,  as  I  have  said,  was  owned  by  tbe 
German  parent  cpmpany.  The  company  owned  acme  l&O  patents 
for  drugs,  besides  dye  process  patents* 

They  nad  never  allowed  one  of  the  medicinal  dnuB  other  thin 
aspirin  to  be  manufactured  in  the  plant  at  Albany,  N.  Y.  A  man  in 
the  employ  of  the  company  to-day,  who  was  then  in  the  employ  of 
the  company,  imdertook  once  to  manufacture  one  of  the  colors,  the 
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atent  for  which  the  Bayer  Co.;  of  New  York,  owned.  He  was  at 
t  once  threatened  with  dismissal  and  told  that  if  he  ever  manulac- 
ired  the  color  again,  or  attempted  to  produce  imder  other  processes 
wned  by  the  company,  he  would  be  dismissed  from  his  position. 
The  German  Bayer  Co.  would  not  aUow  anything  to  be  mwxufac- 
ictured  in  the  United  States.  It  was  their  idea  at  all  tunes  that 
tiese  chemicals  should  not  be  manufactured  in  the  United  States, 
nd  that  no  commercial  chemical  technical  culture  should  be  deyel- 
ped  here. 

The  Bayer  Co*  in  the  United  States  desires  now  to  manufacture 
ome  or  all  of  the  drugs,  patents,  or  processes  for  which  they  own,  and 
hey  have  the  techni^  ability  of  manufacture  here.  I  am  going  to 
ake  a  moment  or  two  to  bring  to  the  attention  of  the  committee  some 
d  these  products,  so  that  the  committee  can  see  the  importance  of 
he  products  which  the  company  is  manufacturing  in  the  United 
States. 

X'eronal,  which  is  one  of  the  most  important  of  the  drugs  now  used 
n  the  treatment  of  nervous  disorders,  is  one  drug  that  they  desire 
to  manufacture. 

Another  is  luminal,  one  of  the  most  important  drugs  in  the  treat- 
ment of  the  insane.     It  is  almost  a  specific  for  epilepsy. 

Again,  we  have  helmitol,  a  formaldehyde  denvative,  for  the  treat- 
ment of  kidney  disorders. 

Sabromin,  used  in  practically  every  insane  asylum  in  the  country 
is  another. 

Mesotan,  a  salicylic  acid  derivative,  is  widely  used  for  the  treatment 
of  rheumatism.  ' 

Salophen,  used  as  an  antipyretic  for  children,  may  also  be  men- 
tioned. 

Everyone  of  these  articles  can  be  manufactured  by  the  Bayer 
Co.  They  were  ordered  by  the  Government  to  manufacture  some  of 
them  to  meet  imperative  demands;  they  are  being  manufactured  by 
them  at  the  necessarily  higher  cost  of  production  found  in  introdi^o- 
ing  commercial  production  prior  to  full  development  of.  yield  .and 
reduction  of  overhead  cost. 

Senator  Watson.  These  are  coal-tar  derivatives  ? 

Mr.  Cooke.  Some  of  the  Bayer  Oo.^s  products  are: 

Sajodin,  widely  used  for  the  treatment  of  locomotor  ataxia,  is-  an 
iodine  denvative.  . 

Liuninal :  this  most  important  epilepsy  medicine,  is  a  urea  deriva- 
tive. 

Helmitol,  used  largely  in  the  treat^aent  of  kidney  disord^F^r^^  ^ 
formaldehyde  derivative. 

Now,  at  the  Monsanto  Chemical  Works,  illustrative  products. are: 
Acetphentidin,  commonly  known  as  phenacetin;  phenolphthftlejin, 
and  ohl<»ral  hydrate,  which  is  a  synthetic,  organic  drug,  j     . ,  ^       . 

With  respect  to  the  mass  of  their  products,  these  two  con^.ai^i^ 
w-e  unable  under  conditions  herQ  and  i^  Germany,  to  compete  with 
Gennan  production,  and. in  their  opinion  Germans  will  destroy  these 
^Unerican  .operati(»)is  unless  Cong^resp  .acvts  ;to  s^feguwfi  the  industry. 

Senator  Smoot.  Can  they  coi^p^te,<under,t(he  American  valuation 
claused    •  •  r    .  .    , 

Mr.  Cooke.  The  Ainwean  ralua^ipn,. should  it  be  ratified,. bV  C!p?r 
gress  as  a  whole,  might  grant  some  additional  protection.     As  we 
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see  the  rates  printed  in  the  House  act,  which  was  based  upon  xiai 
conjunction  of  these  rates  with  an  embargo,  I  can  state  that  miatevfi 
may  be  the  condition  regarding  German  ^ages,  the  condition  regrard 
ing  her  fiscal  affairs,  as  well  as  her  commercial  and  manufactarrnri 
conditions,  in  the  chemical  industry  they  could,  under  those  rat^ 
absolutely  outpoint  the  American  manufacturers  to-day,  and  rnvi 
the  American  industry.  "  ' 

The  Chairman.  You  do  not  refer  to  American  druggists  ? 

Mr.  Cooke.  I  do  not  wish  to  refer  to  the  previous  hearings.  How. 
ever,  I  laid  upon  the  record  at  that  time  a  resolution  of  the  Americ&n 
Drug  Manufacturers'  Association,  who  are  buyers  of  the  product* 
and  they  urged  what  we  were  then  asking — an  embargo — so  that  th^ri 
mi^ht  be  protected  now  and  in  the  future  from  the  enormous  char]^ 
which  the  German  manufacturers  had  in  the  past  put  upon  tr.'l 
American  people  when  German  medicinal  chemicals  controUed  t^-i 
situation. 

And  I  want  to  say  right  here  that  the  Monsanto  Chemical  Co.  hu 
broken  the  prices  of  those  medicines  which  it  produced  in  competitior. 
with  Germany. 

The  Chairman.  That  is,  by  wholesale  ? 

Mr.  Cooke.  By  wholesale.  Taking  chloral  hydrate,  for  instaiK*. 
they  broke  the  price  from  $2.50  to  70  cents  and  80  cents  per  pound. 

After  the  Underwood  rates  went  into  effect  on  chloral  hydrate 
the  Monsanto  Chemical  Works  found  the  price  broken  to  20  cents  & 
pound  and  was  compelled  to  dismantle  its  chloral  hydrate  plant  aft^ 
nnishing  what  ri^w  materials  it  had  on  hand. 

Senator  Watson.  Were  they  the  only  American  competitor  f 

Mr.  Cooke.  The  only  American  competitor,  so  far  as  I  laiow,  anrf 
they  very  decently  brought  that  price  down  and  never  appreciable 

Jut  it  back  during  the  war.  No  sooner  was  Monsanto's  chloral 
ydrate  plant  dismantled  in  1913  than  the  imported  German  product 
began  to  moimt  in  price.  Having  seen  Monsanto's  plant  put  out  <4 
business  by  cutthroat  competition,  the  Germans  jumped  the  pri<^ 
and  would' have  sent  it  back  to  the  old  figures  except  Uiat  the  wtr 
occurred  with  its  blockade.  Monsanto  reinstalled  its  plant  and  sap- 
plied  the  country  with  this  important  drug  thron^out  t^  war 
period. 

I  wish  to  point  out  in  passing  that  on  chloral  hydrate  the  Honse 
committee  and  the  House  itself  in  this  bill  have  left  the  rate  at  25  pff 
cent  ad  valorem.    The  Underwood  bill  brought  Uiat 

Senator  Watson.  What  paragraph  is  that? 

Mr.  Cooke.  Paragraph  24,  which  reads: 

'*  Chloral  hydrate,   terpin   hydrate,    thymol,    urea,  and    ^yrerrv 

Shosphoric  acid,  and  salts  and  compounds*of  glycerophoaphonc  arid. 
5  per  centum  ad  valorem." 
Incidentally  the  Monsanto  Chemical  Works  is  now  making  glycen>- 
phosphoric  acid,  and  if  thev  do  not  get  the  protection  they  so  n:iirh 
need  it  will  be  necessarv  ^or  them  to  dismantle  their  giyren>ph«i»' 
phoric  acid  and  their  chforal  hydrate  plant. 

The  Monsanto  Chemical  Works  have  tried  to  deal  as  fairly  as  thft 
could  with  the  American  people  and  have  never  paid  anytlung  moir 
than  7  per  cent  on  the  original  capitalisation,  and  have  pat  everr 
dollar  earned  bevond  that  Mck  into  the  plant. 
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To-day  they  are  employing  about  250  people^  as  compared  with 
proximateljr  2,200  two  years  ago.    Unless  Congress  acts  they  are 
out  to  be  rained  and  their  plants  dismantled;  ana  after  having  done 
e  ^eat  i^ork  that  they  did  do  and  having  made  expenditures 
nning  into  the  millions  cdf  dollars^  they  will  find  it  impossiDle  to  stay 
business  unless  they  get  more  protection  than,  in  the  judgment  of 
ose  men  ^who  believe  they  know,  will  be  afforded  by  the  rates  in 
is  bill  plus  the  American  valuation. 
Senator  Watson.  Well,  what  do  you  propose  ? 
Mr.  Cooke.  We  propose  an  embargo. 
Senator  Watson.  Suppose  you  can  not  get  that? 
Mr.  Cooks.  Then,  Senator  Watson,  we  would  want  what  they  have 
^en  calling  soaring  rates.     We  want  to  save  the  chemical  industry 
t  America;  we  want  to  save  the  industry  in  synthetic  organic  drugs 
id  in  coal-tar  products.     We  do  not  want  to  see  the  American 
eople  pay  as  much  as  S 12  a  pound  for  German  chemicals  that  we  can 
Lake  a   profit  on,   to  an  extent,  when  selling  at  one-sixth;   one- 
ighth,  or  one-tenth  of  what  the  Germans  took  oef ore  the  war. 
Senator  Watson.  K  you  do  not  get  an  embai^o,  what  rate  of  tariff 
'ould  you  have  to  have,  in  your  opmion  ? 
Mr.  Cooke.  I  would  go  into  long  multiplication. 
Senator  Watson.  That  is  not  an  answer  to  my  question. 
Jilr.  Cooke.  Senator  Watson,  I  would  say  it  ought  to  be  a  pro- 
libitive  tariff.     The  American  people  can  depend  upon  the  American 
hemical  manufacturers,  I  am  quite  sure,  not  to  rob  them,  and  they 
*an  not  depend  upon  the  German  manufacturers  not  to  rob  them. 
[  believe  if  the  Germans  get  one  hack  at  this  market — and  I  will  not 
K)  *mto  the  question  to  show  how  easily  they  can  get  that — they  will 
lestroy  it  entirely,  and  all  of  those  great  ptants  that  were  built  as  a 
matter  of  war  protection  and  war  measures  will  have  to  be  dismantled. 
If  the  Germans  succeed  in  dismantling  those  plants  as  they  dismantled 
Monsanto's  chloral  hydrate  plant  in  1913,  they  will  start  the  most 
astute  robbery  of  the  American  people  that  has  ever  been  put  under 
way.  . 

Senator  Watson.  Why  not  have  a  protective  tariff  ? 

Mr.  Cooke.  If  we  get  a  tariff  that  will  Teslly  protect  us,  well  and 
good,  but  how  can  that  be  devised,  considering  the  multitude  oi 
chemicals  we  are  dealing  with  and  that  are  increasing  in  numbei 
from  day  to  day  ? 

1  speak  of  two  companies  that  could  probably  be  protected  by 
^&nfif  duties.  Other  companies  might  be  so  protected  djt  the  rates 
that  you  might  devise.  I  Know  that  if  the  Monsanto  Chemical  Works 
and  the  Bayer  Co.  could  get  rates  that  this  committee  should  give 
them,  they  would  be  nrotected  and  would  be  in  a  position  to  prevent 
the  coming  in  from  Germany  of  those  things  which  these  gentlemen 
can  make  as  well  as  those  made  under  German  standards. 

The  Chairman.  You  have  referred  to  prices  per  pound.  Have 
you  any  figures  to  show  what  the  druggists  charge  the  consumers  ? 

Mr.  Cooke.  Senator  Penrose,  I  am  not  discussing  that  phase  of 
the  matter  at  this  time,  but  I  do  want  to  say  that  the  druggist  is  a 
law  unto  himself. 

We  know  the  price  at  which  we  sell  a  certain  drug  or  chemical  to 
Parke,  Davis  &  Co.,  just  as  we  know  the  price  that  we  charge  for 

"^^  sold  to  Powers- Weightman-Roserigarten.     What  the  druggist 
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will  charge  is  quite  another  question.  For  instance^  I  can  buy  a  bot:  • 
of  White  Rock  in  the  grocery  store  at  the  comer  for  one  price.  Bn: 
I  go  to  a  drug  store  and  I  pay  another  price  for  the  same  >\  hit* 
Rock.  Now,  I  am  sorry  if  there  is  an  orerchai^e  on  the  part  of  tb* 
druggist,  but  the  Monsanto  Chemical  Works  is  not  reeponsible  U< 
that. 

Without  attempting  to  go  into  an  extended  discussion.  I  slui' 
mention  several  of  the  prices. 

Acetphenetidin :  The  average  prewar  price  was  $1.10.  The  Ger- 
mans  cnarged  S12  a  pound  for  this  article  before  their  patent  expins: 
and  S4  a  pound  after  the  patent  expired.  The  Monsanto  Chemir^ 
Works  by  manufacturing  this  coal-tar  product  broke  the  price  :• 
its  prewar  average  of  $1.10  per  pound.  The  present  German  price  =• 
87  cents,  while  our  present  American  price,  due  to  higher  cost^  •■•' 
production,  is  $1.65. 

On  phenolphthalein  the  average  prewar  price  was  SI. 20.  Th- 
present  German  price  is  45  cents,  ana  our  pres^it  American  price  > 
$1.60. 

Senator  Watson.  Before  the  war,  they  did  build  up  the  indostn 
did  they  not  i 

Mr.  Cooke.  The  home  people? 

Senator  Watson.  Yes. 

Mr.  Cooke.  They  built  it  up  to  some  extent.  Senator.  Witt 
respect  to  the  intermediates,  we  could  not  make  them  here  withou* 
breaking  our  backs. 

Senator  Watson.  Before  the  war  they  made  some  of  these  pmd 
ucts.     Was  there  anv  tariff  at  all  afforded  them  ? 

Mr.  Cooke.  On  pThenolphthalein  the  Payne-Aidrich  rate  was  .^'• 
cents  ner  pound,  under  a  paragraph  so  ta^nng  chemicals  made  wit' 
alcohol  as  an  ingredient. 

Senator  Watson.  Before  the  time  of  the  Payne-Aldrich  Act,  ha*: 
thev  made  them  i 

Xt.  Cooke.  Senator  Watson,  I  do  not  know.  That  is  before  m* 
time  with  them.  I  have  represented  them  as  counsel  for  nine  year^ 
only. 

S^enator  Watson.  I  was  trvinff  to  find  out  whether  or  not  tha* 
particular  interest  had  been  buUt  up  br  reason  of  the  protectK- 
tariff. 

Mr.  Ctx>KE.  Absolutely.     Mr.  John  Queeny  used  to  have  to  po  t' 
Germany  and  use  all  the  arts  at  his  command  to  get  his  intennediat<^ 
Treating  the  intcmuxliates  as  raw  materials,  the  industry  of  makir; 
the  tinished  proilucts  which  were  protected  was  fostered  to  som* 
extent.     (>f  course  the  Germans  useii  every  commercial  device  t- 

Rrin-ent  Monsanto  from  gcttinsr  intemieiiiatc^.  the  finished  produc-* 
vm  which  compoteil  with  their  old  monopoly  of  the  Americit 
market.  Hiey  wanted  to  choke  this  whole  thing  to  death.  Th»* 
was  the  idea, 

St^uator  Simmons.  1  want  to  ask  you  some  questions  at  this  trni*^ 

Mr.  CiX^KK.  Very  well.  Senator  Sinmions. 

Si^nator  Simmons.  Before  the  war  it  was  stated  at  the^^  i^ommitt*^ 
heannp>  that  the  Germans  were  backing  the  dye  tndtistnr  for  mih- 
tary  r\^asons  t 

SlrCiX^KK.  Yes,  sir 
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Senator  Sibcmok$.  Anxl  ihast  they  gave  them  vast  capital.  It  was 
laid  that  the  Grermaa  Govemment  was  interested  in  preventing  thie 
ievelopment  of  the  ehemioal  industry  in  other  ooimtries  because 
)f  the  effect  in  those  countries,  in  case  war  should  l»reak  out,  of  not 
>eing  able  to  ^et  certain  elements  that  were  necessary  in  the  manu- 
acture  of  explosives,  Mid  so  on, 
Mr.  Cooke.  Yes,  sir. 

Senator  Sihvons.  It  was  then  to  the  interest  of  the  German  Gov- 
arnment  to  promote  this  in  order  to  have  their  own  supply  for  mili- 
tary purposes,  and  it  was  equally  to  Germany's  interest  to  crush  that 
Industry  in  other  countries. 
Mr.  Cooks.  Yes. 

Senator  Simmons.  Now,  it  is  said  that,  by  reason  of  the  German 
Government's  interest  in  this  matter,  that  industry  was  able  to  come 
to  this  country,  or  any  other  country,  and  put  its  product  down  so 
low  as  to  deatroy  the  development  of  new  inaustries,  and  in  that  way 
they  crushed  the  competition  in  every  other  country. 

Considering  present  conditions  in  Germany,  do  you  see  any  such 
dominating  world  force  as  existed  then  and  that  enabled  Germany 
to  maintain  this  industry  in  her  own  country  and  prevent  its  develop- 
ment in  any  oth^  ooxmtry  ?  . 

Mr.  CooKB.  Senator,  I  shall  answer  that  in  this  way,  using  an 
illustration  for  the  purpose.    The  illustration  is,  I  think,  a  very  fair 
one.     We  have  a  substantial  monopoly  in  cotton  production  in  the 
United  States.    Suppose  we  had  that  organized  and  in  the  hands  of 
six  great  organizations  coupled  and  tied  together  into  one  great 
cartel;  that  our  Government  supported  that  cartel;  that  you  could  not 
plant  an  acre  of  cotton  without  that  cartel  assenting  to  it;  that  hold- 
^g  &  ^eat  reserve  of  cotton^  we  would  meet  production  from  other 
countries,  say  in  Liverpool,  with  out  prices  that  would  break  the  • 
market,  making  the  sale  of  such  cotton  unprofitable.     In  the  mean^ 
time  we  could  raise  the  price  of  cotton  to  other  countries,  and,  having   * 
a  great  reserve  of  cotton,  we  could  use  that  means*  to  destroy  com- 
petitive production  in  other  countries,  and  then  as  soon  as  it  was    ' 
destroy ea  jack  up  the  price  to  a  dollar  per  pound.     That  is  what  the 
German  chemical  monopoly  did  in  the  40  years  of  its  wonderful 
development. 
Senator  Simmons.  I  am  asking  how  they  stand  to-day. 
Mr.  CooKiu  I  undei^tandv  Senator. 

Senator  Simmons.  No  longer  is  there  necessity  for  the  German    ■ 
Grovemment  to  finance  this.mdustry;  no  longer  is  there  any  reason 
why  the  German  Government  should  finance  it  for  the  purpose  of' 
crushi^  out  competition. 

Mr.  Cooks.  The  answet*  to  that,  Senator,  is  that  they  have  copper 
riveted  what  they  had  before.  Their  chemical  cartd  is  the  most' 
important  thing  in  the  German  industrial  world  to-day.  They  expect 
to  destroy  our  plants;  that  is  their  intention. 

Senator  Simmons.  It  is  easy  to  say  these  things,  but  it  is  somewhat 
difficult  to  prove  them. 

Mr.  Cooks.  That  will  be  demonstrated  to  you  very  shortly;  that 
information  will  be  furnished  to  you  within  two  or  three  days. 

la  that  connection,  t>r.  Jacooy,  representing  this  Government, 
investigated  this  question  some  time  ago.  He  talked  with  H-crr 
Director  Krell  of  the  great  Baedische  Coj,  and  according  to  Krell's 
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statement,  where  the  Baedische  Co.  had  employed  but  12,000 
before  the  war,  they  are  now  employing  32,000  men.     In  other 
their  present  force  is  made  up  of  32,000  men,  whereas  their  pi 
force  amounted  to  12,000.     They  purpose  making  the  chemical  inc 
try  the  cornerstone  around  which  they  will  rebuild. 

Senator  Watson.  It  was  the  cornerstone  before  the  war,  was  i| 
not? 

Mr.  Cooke.  It  was,  Senator,  and  they  expect  to  leave  no  st^ 
unturned  to  rebuild  it. 

Senator  Simmons.  In  other  words,  do  you  mean  to  say  that 
withstanding  the  withdrawal  of  the  support  of  the  GK^vemmenM 
notwithstanding  the  elimination  of  the  interests  and  the  purpoasi 
that  led  the  German  Government  into  this  industry,  the  mdustitl 
itself,  without  Government  assistance,  will  be  suf&cient  to  contin^ 
the  world  ? 

Mr.  Cooke.  They  have  greater  capital  to-day  than  they  ever  had 
before,  and  that  will  be  fully  demonstrated. 

Senator  Watson.  I  want  to  ask  you  what  reason  you  have  to  f\ 
believe  that  the  German  Government  has  withdrawn  its  support  from 
this  industry.  Senator  Simmons  ? 

Senator  Simmons.  I  do  not  know  that  it  has.     I  supposed  that  it 
had.     I  knew  the  motive  of  the  support  before  the  war.     I  know  that 
that  motive  does  not  exist  to-day.     Besides,  before  the  war  the  Ger-  ^ 
man  Government  was  in  a  financial  position  that  enabled  it  to  extend 
unhmited  aid,  but  it  is  not  in  that  position  to-day. 

Mr.  Cooke.  I  think  we  had  better  not  speculate  on  that  subject. 

Senator  Simmons.  I  would  be  glad  if  you  would  not  speculate  so 
much.  I  may  say  that  it  is  not  a  conclusion  that  satisfies  me  that  | 
somebody  who  is  interested  in  this  company  has  been  over  to  Ger-  1 
many  and  has  come  back  with  such  a  story. 

Mr.  Cooke.  We  will  bring  the  best  data  that  we  can  furnish  on 
that,  and  I  think  that  will  satisfy  you. 

The  Chairman.  Is  Dr.  Carl  Julesburg  a  prominent  chemist  in 
Germany  ? 

Mr.  Cooke.  I  do  not  know. 

Senator  Simmons.  While  I  am  asking  about  these  things  I  may  say 
that  I  am  in  sympathy  with  the  proposal  to  develop  the  industry  in 
this  country. 

Mr.  Cooke.  Without  speculating.  Senator,  let  me  suggest  to 
you 

Senator  Simmons.  I  do  not  want  to  see  anything  put  over  on  the 
committee. 

Mr.  (^ooke.  There  will  not  be  anything  put  over  on  the  committee. 
It  is  only  to  save  for  the  United  States  not  only  a  peace-time  product 
but  a  war-time  weapon. 

I  want  to  place  great  stress  upon  the  fact  that  we  will  pay  tribute 
to  Gormany  in  egregious  quantity  the  moment  we  dismantle  these 
plants  here,  to  say  nothing  of  the  loss  of  hundreds  of  millions  of 
dollars  that  were  invested  in  these  phints  (hiring  the  war. 

vSenator  Simmons.  But  vou  sav  the  only  way  in  which  we  can 
protect  our  factories  or  our  manufacturers  is  by  embargo  < 

Mr.  Cooke.  Kmbargo  or  its  equivalent.  It  comes  down  to  as 
simple  an  issue  as  was  ever  presented  to  the  Senate  Committee  on 
Finance.     If  you  want  a  chemical  inchistry  in  the  I'nited  States,  you 
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ve  got  to  act  within  the  n^tt  30  days  in  order  to  protect  that 
lustry  from  the  assault  which  will  surely  be  made  by  the  German 
anaical  manufacturers,  and  it  will  destroy  it. 
Senator  Simmons.  You  would  have  to  have  an  embargo  ? 
Mr.  CooKB.  You  would  have  to  have  an  embargo.  You  know  that 
p  temporary  embargo  expires  on  the  28th  of  next  month.  We  have 
t  to  haire  a  further  temporary  embatgo  in  the  interim  between 
igust  28  and  the  date  of  ultimate  passage  of  the  tariff  act  or  some 
eans  that  ^11  at  least  give  us  the  cnance  to  find  a  way  to  resist  the 
sault  which  is  sure  to  be  made. 

The  Chairman.  These  statements  were  made  with  equal  emphasis 
year  and  a  half  ago. 

\lr.  CooK£.  Yes,  Mr.  Chairman;  that  is  true,  and  we  have  sue* 
eded  in  saving  ourselves  and  the  American  people  thus  far.  When 
e  finally  do  dismantle,  if  that  becomes  necessary,  we  are  going  to 
ly  **Good-bv''  and  quit  a  thanklessjob.  So  far  as  my  client  is 
>ncenied — tne  Monsanto  Chemical  Works — they  are  walking  now 
long  the  brink  of  destruction. 

Sow,  I  want  to  conclude.  I  have  used  more  time  than  I  should, 
have  not  gone  into  the  details  as  they  could  be  gone  into.  Myriads 
f  figures,  myriads  of  chemical  statements  and  chemical  academic 
ropositions  can  be  laid  before  this  committee.  I  think,  however, 
hat  in  the  long  run  they  wo\ild  serve  only  to  confuse  you.  If  this 
ommittee  can  take  the  statements  of  Americans  as  against  those 
aade  by  German  manufacturers;  if  this  committee  can  believe  Ameri- 
ans  as  opposed  to  Oermans  in  cases  where  facts  are  in  dispute  and 
ehere  the  committee  itself  is  not  able  to  decide  the  question  because 
)f  a  lack  of  knowledge  along  this  particular  line;  ii  the  committee 
nil  take  American  statements  as  against  those  made  by  Germans, 
'generally  speaking;  if  they  will  take  the  word  of  drug  manufacturers 
)f  the  United  States,  who  are  buyers  of  products  we  manufacture, 
ind  not  the  producers;  if  they  will  take  wnat  is  the  common,  honest 
biowledge  and  opinion  of  the  mass  of  the  people,  they  will  protect 
this  industry. 

There  has  been  a  quarrel  about  this  proposition  on  the  other  side, 
IB  the  House.  For  weeks  there  has  been  great  activity,  first,  bv 
those  who  wish  to  save  the  industry,  and,  secondly,  by  those  who  wisn 
to  destroy  it;  and  every  collateral  issue  imaginable  has  been  urged. 
They  have  talked  of  monopoly;  they  have  talked  of  lobbying;  they 
have  talked  of  everything  except  this  single  issue. 

Senator  Simmons.  Do  you  wish  us  to  understand  that  everybody 
over  there  wants  to  destroy  an  American  industry  ? 

Mr.  Cooks.  Senator,  I  realize  that  that  is  rather  a  harsh  charge. 

Senator  Simmons.  But  you  made  it. 

Mr.  CooKB.  I  made  it,  and  I  am  going  to  explain  it.  I  do  not 
think  that  some  of  the  fine  gentlemen  whom  I  know  wish  to  destroy 
this  industry,  but  I  think  they  are  like  men  who  are  indifferent,  and 
who  will  not  go  into  the  thing  with  the  sincere  study  that  would  lead 
them  to  the  correct  conclusion.  I  believe  that  they  do  not  give  the 
matter  the  study  that  it  deserves  and  that  as  a  result  they  resolve 
the  thing  against  us. 

Some  American  buyers  of  chemicals  have  fear  that  protection  of 
the  American  industry  might  cause  additional  costs  to  them.  I  say 
^  you  that  these  men  in  their  indifference  have  failed  to  study 
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through  to  the  condusions  which  would  demonstrate  to  (kem  ttifl 
they  will  surely  destroy  the  American  chemical  industry  unless  thm 
come  and  say  to  you^  '^Gentlemen  of  this  committee,  do  w^hat  t:3 
manufacturers  of  these  commodities  say  should  be  done/' 

Senator  Simmons.  That  means  that  you  think  opposition  is  ba«4« 
upon  ignorance  ? 

Mr.  Cooke.  The  respectable  opposition  is  based  upon  ignoran^^: 
yes. 

Senator  Simmons.  It  is,  you  say  ? 

Mr.  Cooke.  The  respectable  opposition  is  based  upon  ignormno*. 
and  the  highly  intelligent  opposition  is  based  upon  a  dear  knoirleidg*' 
full  understanding,  and  thorough  belief  that  if  they  can  <mly  fix  som^ 
rates  similar  to  those  that  we  nave  in  this  bill  here  there  will  be  n* 
chemical  industry  in  the  United  States. 

Senator  Smoot.  I  may  as  well  say  to  you  that  I  am  opposed  to  an 
embargo.     I  want  to  develop  the  industry. 

Mr.  Cooke.  I  am  sorry  to  hear  you  say  that  you  are  opposed  t<> 
an  embargo. 

Senator  Smoot.  I  want  the  chemical  industry  to  be  developed  it 
this  country,  and  there  is  no  doubt  in  my  mind  that  it  will.  I  hmrp 
tried  to  study  this  question  just  as  thoroughly  and  as  closely  as  you 
have. 

Mr.  Cooke.  I  know  that,  and  I  do  not  doubt  that  you  know  it  a 
great  deal  better. 

Senator  Smoot.  With  the  American  valuation  rate  put  in  this  bili 
I  think  the  industry  will  be  developed  in  this  country.  I  doubt  that 
you  could  do  it  without  the  American  valuation.  I  am  ready  b* 
protect,  but  I  am  not  ready  to  vote  for  an  embargo. 

Mr.  Cooke.  I  do  not  care  whether  my  client  wears  an  ukter  or  a 
fur  coat;  but  I  do  want  him  saved  from  freezing  to  death. 

Senator  Smoot.  I  do  not  want  to  save  him  from  freezing  to  deaiL 
by  simply  sayinp  that  no  goods  shall  come  into  this  country. 

Mr.  CcioKB.  If  I  thought  for  a  moment,  Senator,  that' an  embaic^* 
system  could  not  be  devised  which  would  be  absolutely  safe  to  thr 
American  consumer,  or  if  I  thought  that  an  embaigo  oould  not  ht 
devised  that  would  take  care  of  the  necessary  and  proper  importa- 
tions, I  would  say  no  embargo. 

Senator  McLean.  What  policy  does  England  follow  < 

Mx.  Cooke.  I  was  •  going  to  overlook  that.  I  am  very  muci. 
obliged  to  you,  Senator  McLean,  for  calling  my  attention  to  it.  Therr 
is  nothing  novel  in  an  embargo,  because  it  has  alreadv  been  created  in 
England  for  a  period  of  10  years.  They  have  embargoed  German 
chemicals  for  10  years.  France,  Italy,  and  Spain  have  embarfromi 
these  things  from  Germany. 

Senator  Simmoxs.  Wliat  was  England's  situation  with  reference  Xu 
the  embargo  after  the  war  commenced  ( 

Mr.  Cooke.  They  had  none. 

Senator  Slmmoxs.  I  imderstood  you  to  say  they  embargoed  ih*^ 
things  for  10  yeai-s.  That  antedated  the  war.  Aly  underBtandinc 
was  that  when"  the  war  started  that  England  was  in  a  very  bad  posi- 
tion with  reference  to  chemicals. 

Mr.  Cooke.  It  was  in  the  same  deplorable  situation  in  which  iht 
Ignited  States  found  itself  because  the  Germans  controlled  the  cheiu- 
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ical  business  of  the  world.    I  said  10  years.    That  10  years  has  just 
>tarted  to  run. 
Senator  Simmons.  Oh,  you  mean  for  the  future  ? 
Mr.  Cooks.  Yes,  beginning  with  1920. 

With  reference  to  tnat,  they  had  already  done  to  England  what 
they  will  do  to  us  next  week  or  a  Uttle  later  unless  we  get  protection 
liere.  We  need  this  protection  within  the  next  30  days.  We  know 
now  what  caused  England,  after  the  damage  had  been  done  and  the 
destruction  had  been  wrought,  to  pass  this  embargo.  The  Germans 
t lumped  chemicals  into  En^and  in  sufficient  amount  to  load  England  . 
up  for  one  or  two  years,  and  of  course  British  production  ceased. 
Just  as  England  was  damaged  and  suffered,  so  are  we  going  to  suffer 
unless  we  have  this  protective  measure. 

Senator  McLean.  And  as  to  France,  it  was  the  same  thing? 
Mr.  Cooke.  The  same  thing;  exactly  the  same  thing. 
I  have  here  a  statement  from  the  British  board  of  trade  in  relation 
to  embargo  on  dyes  tuffs,  under  date  of  1920.    I  could  leave  that  with 
the  committee. 

Senator  Watson.  With  reference  to  this  embargo,  is  it  not  a  fact 
that  when  we  were  considering  that  question  here  in  the  subcom- 
mittee, of  which  Senator  Simmons  and  I  were  members,  that  at  that 
time  England  had  Uf ted  the  embargo  ? 
Mr.  Cooke.  I  do  not  understand  so. 

Senator  Watson.  England  lifted  the  embargo,  and  then  the  Ger- 
man products  went  in  there  in  such  quantities  that  they  were  com- 
pelled to  relay  that  embargo. 

Mr.  Cooke.  They  did  have  some  war  power  restrictions  which  were 
lilted,  but  they  were  in  the  nature  of  war-time  operations.    The  oppor- 
tunity was  given  to  the  Germans  to  dimap  their  chemicals,  and  they 
tilled  the  warehouses  of  London  and  Liverpool, 
Senator  Smoot.  There  are  two  sides  to  that  question. 
ilr.  Cooke.  Yes. 

Senator  Smoot.  And  they  must  be  kept  in  mind. 
Senator  Watson.  I  was  chairman  of  the  subcommittee  that  went 
into  this  whole  thing,  and  after  a  verv  long  and. patient  investigation,, 
we  reported  out  the  bill  that  failed  of  passage  in  the  Senate.     I  think 
it  was  an  improvemei^t  over  the  House  bill.     It  provided  for  an 
embargo,  but  my  judgment  is  that  if  we  can  adopt  the  policy  of 
American  valuation  with  fair  protection  in  addition,  we  can  amply 
protect  this  whole  industry,  not  only  the  dye  industry  but  the 
synthetic  chemical  industry  of  the  United  States, 
Senator  Reed.  Why  not  under  the  other  valuation  ? 
Senator  Smoot.  Because  you  can  not  do  it  with  exchange  against 
us  as  it  is  tb^ay  without  putting  the  rate  so  high  that  no  one  will 
?^tand  for  it. 

Senator  Watson.  There  is  the  trouble  about  that,  vSenator  Reed. 
^(m  would  have  to  have  1,500  per  cent  in  some  cases,  and  it  would 
run  even  much  higher  than  that  on  certain  colors.     It  would  be- 
prohibitive. 

Senator  Reed.  If  you  are  going  to  put  on  the  A\jnerican  valuation 
yoii  are  going  to  get  that  same  1,500  per  cent  in  the  end,  are  you  not? 
Senator  Smoot.  I  do  not  think  so. 

Senator  Watson.  However,  that  is  a  matter  that  we  shall  argue 
in  the  oonmiittee  and  not  before  the  witnesses. 
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Mr.  Cooke.  I  have  already  taken  too  much  of  your  time  An<i  i 
wish  to  conclude. 

I  wish  to  thank  Senator  McLean  for  reminding  me  of  the  situatn^r 
abroad,  because,  as  I  said  to  you  a  while  ago,  there  is  nothing  novtl 
in  an  embargo;  there  is  nothing  novel  in  having  civilized  count fm^ 
to-day  set  up  an  embargo  on  chemicals. 

Of  course,  the  Germans  want  no  embargo.  They  hate  an  embarp» 
in  any  other  country  because  it  cuts  them  out  of  their  business  and 
ujpsets  their  purposes.  They  are  now  shut  out  of  England  and 
Jranc3. 

Senator  Watson.  ITnder  the  embargo  of  the  war  we  developed 
this  dye  industry,  this  synthetic  industry,  and  naturally  now  we 
have  a  large  corps  of  skilled  chemists  in  the  country  making  90  per 
cent  of  the  dyes  used  in  the  United  States. 

Mr.  Cooke.  I  did  not  wish  to  go  into  that  matter.  It  was  my 
purpose  not  to  repeat.  It  is  true  that  we  have  now  a  great  organiza- 
tion of  chemical  experts  who  have  been  coaxed  to  these  plants  and 
paid  large  salaries  and  have  been  coordinated  into  genuine  technical 
staffs,  such  as  are  hard  to  approach  even  in  Grermanv.  These  nii-n 
will,  perhaps,  return  to  teaching  chemistry  in  the  high  schools. 

Senator  Keed.  You  undoubtedly  told  us  what  I  want  to  know 
before  I  came  in,  and  while  I  do  not  want  to  gro  into  the  matter  af 
length,  I  wish  to  ask  you  this  question:  Can  this  American  industry 
ever  be  built  to  a  point  where  it  will  not  need  protection  ? 

Mr.  Cooke.  Absolutely,  in  our  judgment. 

Senator  Reed.  What  has  to  happen  in  order  to  get  it  to  that 
point  ? 

Mr.  Cooke.  I  can  say  that  it  will  reach  a  point  where  it  will  nof 
need  protection-rhigh  protection — within  a  reasonable  time.  Of 
course,  we  shall  always  need  protection,  some  protection.  I  think 
we  could  soon  expect  to  get  to  that  day — and  I  Know  the  Bayer  Co. 
takes  this  view — when  they  can  be  producing  these  things  reason- 
ably which  they  are  producing  now  at  a  much  higher  cost.  They  are 
Producing  now  at  four  or  five  times  the  cost  of  the  same  drugs  in 
rermany,  but  the  price  is  constantly  falline.  As  the  processes  an» 
improved  and  as  their  yield  increases,  they  feel  that  in  the  course  of 
two  or  three  years  they  will  be  in  a  fair  position  to  go  ahead  and  com- 
pete with  their  adversaries,  provided,  o?  course,  that  they  have  ordi- 
nary, common  protection. 

Senator  Reed.  Just  what  do  you  mean  by  **  ordinary,  common 

Protection?''     Do  you  mean  something  that  would  represent  the 
ifference  in  wsges  ? 

Mr.  Cooke.  The  difference  in  wages  and  the  difference  in  all  the 
elements  that  go  into  the  American  product  compared  with  the 
Chinese  or  Japanese  product  or  any  other  product  where  there  is  less 
than  a  fair  cost.  I  do  not  wish  to  go  into  the  principles  of  tariff  pn»- 
tection  because  I  know  very  little  about  that  subject. 

Senator  Reed.  I  am  trying  to  find  out  what  you  mean  by  ordinary, 
common  protection.  Now,  there  is  a  protection  that  some  people 
advocate  which  they  say  represents  the  difference  in  wage  costs. 
Do  you  think  that  this  industry  will  ever  be  able  to  get  away  fn)in 
the  difference  in  wage  cost  ? 

Mr.  Cooke.  We  doubt  if  we  shall  ever  be  able  to  do  that.  As  an 
illustration,  we  hire  an  American  college  boy  at  a  price  which  f»r 
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exceeds  that  which  the  Oennan  manufacturer  pays  to  the  boy  whom 
he  hires.  They  really  hire  on  a  peonage  basis.  They  really  make 
their  boys  pay  for  using  thdir  plants.  In  the  Monsanto  Chemical 
Works  at  St.  Louis  college  boys  come  in  and  are  paid,  at  the  rate  of 
32,000  or  $3,000  a  year  to  start  with,  and  while  they  are  learning 
they  spoil  a  great  aeal  of  yaluable  material.  After  ne  has  spoiled 
material  and  has  just  begun  to  learn  the  business,  he  wants  $4,000  or 
S5,000,  and  he  gets  it  because  he  is  entitled  to  it.  On  the  other  hand, 
the  boy  in  Germany  is  paid  at  the  rate  of  about  $1,500  per  jbat  on 
the  old  basis.  I  do  not  know  what  it  would  mean  now  considerinj? 
the  depreciation  in  marks.  You  can  compute  the  difference  as  well 
as  I  can  on  the  marks. 

Senator  Reed.  I  do  not  want  to  go  into  the  details  nor  do  I  wish 
to  prolong  the  discussion. 

Mr.  Cooke.  I  just  tried  to  explain  the  difference. 
Senator  Reed.  Do  you  haye  many  of  these  high-priced  men  en- 
gaged in  this  work  ? 

Mr.  Cooke.  The  percentage  of  high-cost  labor,  if  you  call  process 
men  high-priced  laoorers,  is  much  higher  than  in  other  factories. 
These  men  are  trained  chemists.  The  percentage  of  high-class  men 
to  common  labor  is  much  higher  than  it  is  in  most  other  industries. 
Senator  Reed.  How  many  of  these  high-class  men  are  you  em- 
ploying? 

Mr.  Cooke.  The  Monsanto  Chemical  Works,  when  they  were 
running  alon^  with  2,000  men,  were  employing,  say,  two  or  three 
hundrra  of  these  chemical  men. 

Senator  Reed.  The  rest  of  them  wer»  hired  at  a  common-labor 
wage? 

Mr.  Cooke.  I  would  not  say  tha,t  they  were.  There  were  among 
them  engineers,  pipe  fitters,  and  so  on,  besides  the  common  labor. 
The  chemical  plant  has  in  it  all  of  the  high-class  labor  that  any  other 
plant  has  ^us  common  labor. 

Senator  Keed.  When  you  speak  of  labor  costs,  do  you  include  in 
that  the  salaries  ? 

Mr.  Cooke.  The  Monsanto  organization's  salaries  are  yery  low. 
They  are  yery  low,  naturally,  because  they  meant  to  put  the  money 
bacK  into  the  plant. 

Senator  Reed.  I  am  speaking  about  the  business,  Mr.  Cooke,  as  a 
whole,  not  as  a  part  of  it  now,  and  trying  to  arriye  at  the  question  of 
whether  we  can  eyer  establish  this  industry  in  the  United  States  so 
that  it  is  able  to  take  care  of  itself,  or  whether  it  has  got  to  be  taken 
care  of  always  ? 

Mr.  Cooke.  If  Monsanto  thought  it  would  haye  to  liye  always 
under  forced  draft,  they  would  Uquidate  now.  We  beUeye  they  can 
compete  with  Grermany  with  no  higher  rate  of  protection  than,  say, 
yon  will  find  in  the  ayerage  industry  of  the  United  States. 
Senator  Reed.  Twenty-fiye  per  cent,  or  something  like  that  ? 
Mr.  Cooke.  I  will  not  name  a  figure,  because  that  would  not  get 
us  any  place  on  Monsanto's  position.  The  position  of  the  eentlemen 
I  represent  is  that  in  due  course  the  chemical  industry  of  the  United 
States  can  Uye  right  along  with  the  woolen  industry,  it  can  liye  right 
along  with  the  cotton  industry  or  any  other  industry  that  has  pro- 
tection and  at  no  higher  rate;  and  while  we  might  justify  higher  rates, 
I  can  say  of  the  chemical  industry  that  they  bdieye  they  can  liye 
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ultimately  tinder  the  ordinary,  common  American  protection 
seems  to  nave  been  the  prett;^  generfd  policy  for  the  past  60  _ 

Senator  Reed.  Are  they  gomg  to  be  able  to  ship  abroad  at  aD  i 

Mr.  Cooke.  Not  under  the  present  state  of  embargoes  over  thir^ 
They  shipped  some  of  their  product  during  the  war.     Monsanft« 
Chemical  Works  was  given  a  citation  of  honor  by  the  War  Dcoar^— 
ment  for  making  drugs  without  which  the  Allies  would  have  W^r 
unsupplied.     Thev  can  not  ship  to  England  to-day  the  same  tbmg^ 
because  England  nas  an  embargo  on  America  as  well  as  on  €rerman> 
and  France  has  an  embargo;  and  if  we  do  not  get  an  embargo  or  sur'' 
protection  as  will  save  us 

Senator  Reed  (interposing).  If  there  was  not  an  embargo.  roukJ 
they  ship  ? 

Mr.  Cooke.  Not  to  England,  because  England  is  loaded  up  wit> 
German  chemicals  for  three  years  to  come. 

Senator  Reed.  Mr.  Cooke,  I  am  trying  to  get  at  the  point.  I^el  m» 
state  it  so  you  can  drive  to  that  point;  I  want  to  know  whether  iht* 
industry  is  ever  going  to  be  in  shape  so  that  it  can  ship  abroad — I  an. 
not  speaking  about  legal  embargoes,  nor  about  some  special  contlit)«*i 
that  may  have  been  created  at  a  special  time.  I  am  talking  nUr:* 
the  general  trade  of  the  world.     Are  they  going  to  be  able  to  do  that  ■ 

Mr.  Cooke.  We  had  hoped  to  do  so  some  day.  We  had  hoTv»d  t  . 
launch  the  fight  in  competition  with  Germany. 

Senator  Reed.  Let  me  get  through  with  this,  if  you  please.  If  yi»  . 
can  ship  abroad  and  sell  abroad  in  competition  with  Germany  and  t^i^ 
other  countries  abroad,  do  you  gentlemen  think  that  at  that  iimi- 
and  under  those  circumstances  you  will  need  a  tariff  to  protect  }«»t: 
here  at  home  ? 

Mr.  Cooke.  Personally  I  would  not,  if  you  want  ray  honest  view- 
I  am  not  in   favor  of  terrific  tariffs. 

The  CiiAiEMAN.  This  is  Saturday,  the  end  of  the  week. 

Senator  Reed.  Mr.  Chairman 

Senator  Simmons.  It  has  been  said,  during  the  war /after  we  had  ai. 
embargo,  that  probably  the  thing  that  advanced  the  high  level  «if 

S rices  m  this  country  on  all  drugs  that  have  elements  that  are  pp^- 
uced  either  directly  or  indirectlv  in  the  dye  industry 

Mr.  Cooke  (interposing) .  Will  you  not  say  the  chemical  industry 
because  I  do  not  represent  .the  dye  industry  ( 

Senator  Simmons.  That  was  when  we  had  the  embargo  i 

Mr.  Cooke.  That  was  the  British  blockade  of  Germany. 

Senator  Simmons.  The  prices  went  up  to  the  highest  level  of  n'w 
products  in  this  country.     That,  I  think,  is  a  fart  i 

Mr.  Cooke.  Yes,  sir. 

Senator  Simmons.  Now,  if  the  committee  and  CVjngreas  should  di^ 
cide  to  resort  to  this  embargo,  I  assume  that  it  would  not  exleml 
any  farther  than  the  present  embargo:  that  is  to  say,  they  wouUl 

f)robably  invest  the  Tariff  Gommiosion  with  the  power  to  gr.ia' 
iconsGsto  import  under  such  cases.  Do  you  not  think  if  the  com- 
mittee should  resort  t^)  this  embargo  principle  as  a  permanent  poit«\v 
giving  practiaclly  the  industry  in  this  country  a  monopoly  of  nnr 
markets,  with  tHe  experience  that  we  had  during  the  war,  whfoi  wv 

had  a  monopoly;  do  you  not  think  it  would  be  wise 

Mr.  Cooke  (interposing).  Senator  Simmons- 
Senator  SiMMo:978.  Let  me  iinish  my  question.    Do  you  not  tlimk 
it  would  be  wise  if  we  should  do  that,  at  tiie  same  time  that  we  invi*** 


TAKIFr— -CHEMICAL  SCHBDITLE.  321 

lis  power  in  the  Tariff  Commission,  to  grant  these  hcenses  tinder 
Ttain  conditions,  which  would  have  to  do  with  prices  charged  in 
lis  country  as  well  as  production  in  adec^uate  quantities — ^to  like- 
ise  give  the  commission  the  power  to  require  this  industry,  or  those 
Imaged  in  this  industry,  to  file  with  it  regular  statements  as  to  their 
>sl  of  production  in  tJiis  country;  and  having  ascertained  the  cost 
r  production,  give  them  some  power  to  prevent  the  imposition  of 
le  extortionate  prices  beyond  certain  amounts  ? 
Mr.  CJooKE.  I  will  answer  that  in  just  two  minutes.     The  high 

i>st 

Senator  Simmonb  (interposing).  Because  the  people  certainly 
eeded  some  protection  during  the  war  when  the  embargo  was 
nforeed. 

Mr.  Cooke.  The  great  rise  in  chemicals,  including  dyes  and  drugs, 
tnmedia.tely  after  9ie  British  blockade — it  was  not  an  embargo — 
^as  due  to  this:  We  then,  for  the  first  time,  realized  what  Germany 
lad  done.  They  owned  all  production;  we  were  depending  abso- 
utely  on  them;  and  of  course  you  were  dealing  then  with  the  disap- 
)oarmg  spot  supply  of  chemicals  and  drugs,  and  the  prices  soared, 
rtliat  did  Monsanto  do  ?  With  respect  to  saccharine,  a  very  important 
igont  in  the  treatment  of  diabetes,  and  also  the  sweetening  element 
in  articles  like  tooth  paste,  Monsanto  had  a  process  in  their  plant 
by  which  they  could  get  around  the  use  of  a  certain  ingredient  that 
was  obtainable  exclusively  in  Germany.  They  put  that  process  in 
operation  with  the  result  that  saccharine  was  sold  by  Monsanto  at 
$5.50  a  pound  to  domestic  buyers  and  the  demand  was  met.  Mon- 
santo's  price  was  $5.50  per  pound,  yet  spot  saccharine  was  sold  in 
New  York  at  $45  to  $50.  Speculators  and  profiteers  paid  and  took 
very  large  prices  for  what  supplies  of  drugs  were  loose  m  the  market. 
Such  speculation  caused  the  prices  to  soar. 

You  will  never  repeat  the  experience  had  during  the  war  in  mount- 
ing orices  of  drugs  and  chemicals,  because  if  you  will  keep  this  indus- 
try here  you  will  find  Gennany  will  not  be  the  only  producer,  and 
that  our  American  producers  will  give  you  these  thmgs  at  a  fair 
price.  The  thing  we  were  bemoaning  in  the  past  in  the  way  of  out- 
rageous prices  is  the  very  thing  we  are  trying  to  prevent  now  and 
in  the  future — dependence  on  Germanv  with  tribute  paid  to  Germany 
in  the  way  of  hign  prices  on  drugs  and  chemicals. 

Senator  Simmons.  Leave  out  the  price  Suppose  we  established 
bv  law  what  would  be  practically  an  American  monopoly,  protected 
absolutely  from  any  foreign  competition,  absolutely  i 

Mr.  Cooke.  That  is  a  monopoly  to  the  American  producers  as  a 
class. 

.  Senator  Simmoks.  If  we  by  law  establihsed  a  monopoly  it  would  be 

just  as  well  by  law  to  regulate  it  so  as  to  permit  somebody  in  this 

country  to  determine  prices  when  they-  were  supplying  the  people 

^  the  process  of  developing  this  industry  under  a  monopoly  prin- 
ciple? 

Mr.  CooKK.  That  is  the  second  part  of  your  question,  which  I  was 
proceeding  to  answer;  and  the  answer  is  this:  The  embargo  provision 
^hat  was  in  the  House  bill  and  knocked  out  in  the  House  on  final  vote 
provides  for  the  embargo  only  on  those  products  that  are  produced 
in  the  United  States  at  reasoiiable  price  and  in  quantity  and  grade. 
^^i  v^tever  administrative  power  would  administer  those  three 
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tests  certainly  would  ascertain  the  reasonable  price  and 
whether  Monsanto  Chemical  Works  was  doing  what  it  has  never  < 
in  20  years,  and  that  is  to  profiteer  on  its  products. 

Senator  Rebp.  That  is  an  indirect  answer.  Does  this  coo  -: 
object  to  opening  up  its  books  to  a  Goyemment  agent  and  shcvw : 
some  Government  authority  just  what  it  is  doing,  how  much 
it  is  making,  and  what  it  is  doing  with  the  money  it  is  making  f 

Mr.  Cooke.  Senator  Reed 

Senator  Simmons  (interposing) .  And  how  much  it  costs  to  makf  *  i 
product  and  how  much  it  is  selling  it  for  ? 

Mr.  Cooke.  I  thought  I  made  a  direct  answer,  but  it  may  not  * 
''  Reasonable  price ''  means  ascertainment  of  what  reasonable  prir^  < 
If  a  properly  accredited  man  were  to  go  out  to  Monsanto  and  ?■ 
'^  What  Qoes  it  cost  you  to  make  a  pound  of  saccharine"  Mr.  •/•  j 
F.  Queeny,  chairman  of  the  board  of  Monsanto,  would  persons, 
escort  him  and  show  every  item  of  information. 

Senator  Reed.  In  other  words,  they  would  have  no  objection 

Mr.  Cooke.  My  clients  would  have  no  objection 

Senator  Reed  (continuing) .  To  having  their  business  at  any  ur 
investigated  by  the  Government  and  making  any  reports  the  Gortr 
ment  calls  for  and  furnish  all  the  information  tne  GovenmM-uc 
agent  needs  in  order  to  ascertain  that  they  are  conducting  tr.« 
business  in  an  efficient  way  and  that  their  profits  are  reasonaolf ' 

Mr.  Cooke.  Absolutely.  We  will  show  you  every  book  we  hav**  i: 
the  place. 

Tne  Chairman.  Senator  Reed,  do  you  want  them  subpon^^ 
before  the  committee  ? 

Senator  Reed.  Oh,  no. 

The  Chaibman.  He  says  they  are  willing,  and  let  it  go  at  that. 

Senator  Reed.  May  J  now  Bring  a  matter  to  the  attention  of  tt/ 
chairman? 

The  Chairman.  Yes,  sir. 

Senator  Reed.  I  have  a  request  from  Col.  Arthur  O'Brien,  w 
represents  the  manufacturers  of  crystallose  or  crystallic  acid.  H' 
says  they  have  been  left  out  of  the  bill,  and  he  wants  to  knc* 
when  he  can  appear  to  present  the  matter  in  a  brief  statenifr.* 
He  is  in  New  York,  and  I  wanted  to  wire  him. 

The  Chairman.  If  you  will  consult  the  clerk  of  the  committ^ 
he  will  fix  the  time. 

Senator  Calder.  Col.  Metz  would  like  to  be  heard. 

The  Chairman.  All  right,  take  it  up  with  the  conunittee  clerk. 

Mr.  Palmer  is  here,  and  the  committee  will  hear  him. 

STATEMENT  OF  MB.  GABLETOH  E.  PALMEB,  906  CLDrTOl 
AVENUE,  BBOOKLTN,  B.  T.,  BEPBESEBTIBG  THB  lOWlU 
M.  PALMEB  CHEMICAL  WOBKS,  YOBK,  PA. 

The  Chairman.  Who  do  you  represent? 

Mr.  Palmer.  I  am  here  in  behalf  of  the  Lowell  M.  Palmer  Chemu'^ 
Works,  of  York,  Pa. 

The  Chairman.  Do  you  desire  to  file  a  brief) 

Mr.  Palmer.  I  desire  to  file  a  brief,  and  I  would  like  to  bavf  thr 
privilege  of  making  a  few  remarks.     I  will  be  very  brief. 

The  Lowell  M.  Palmer  Chemical  Works  was  founded  by  my  Uthf- 
in  1913.     It  was  the  first  plant  founded  in  the  United  States  for  t)^ 
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manufacture  of  percipitated  chalk  for  medicinal  use.     I   am   the 
managing  executive  for  my  fa  therms  estate  operating  this  plant. 

Precipitated  chalk  is  the  main  ingredient  of  tooth  paste,  tooth 
powder,  and  other  products  of  that  type,  and  is  used  as  well  in  the 
manufacture  of  tablets  for  medicinal  purposes. 

The  product  here  in  question  is  an  essential  product  for  American 
industry-  We  are  to-daj  the  only  manufacturers  of  medicinal  quality 
precipitated  chalk.  This  plant  was  started  under  the  Payne-Aldrich 
tariff,  Trhich  was  then  in  effect,  in  1913.  The  Underwood-Simmons 
tariff  came  in  the  succeeding  year.  Under  the  Underwood-Simmons 
Act  there  is  a  joker  which  enables  chalk  precipitated  to  be  imported 
under  really  two  classifications,  one  classification  requiring  25  per 
cent  duty  ad  valorem  and  the  other  one-tenth  of  a  cent  a  pound.  It 
took  some  time^  I  think,  for  the  importers  and  the  European  manu- 
facturers to  discover  this;  and  owing  to  the  protection  afforded  by 
the  war  we  were  able  to  operate  during  the  entire  period.  At  the 
present  time  our  plant  is  absolutely  shut  down,  and  we  will  be  uxiable 
to  take  up  operation  again  unless  we  get  a  proper  protective  tariff. 

What  -we  are  asking  For  here  is  to  have  the  ola  tariff  reinstated,. with 
the  addition  of  a  han  cent  a  pound  on  our  product;  that  is,  the  old 
Payne-Aldrich  tariff  was  1  cent  a  pound.  We  ask  for  1^  cents  a 
pound  to  meet  the  higher  cost  of  modem  manufacturing  under  present 
conditions. 

Senator  Smoot.  And  under  American  valuation  also  ? 
Mr.  Palmer.  Under  the  American  valuation.     The  American  valu- 
ation has  a  great  many  difficulties,  from  our  point  of  view,  sir,  and  I 
thought  that  perhaps  you  would*  permit  .me  to  express  my  views  on 
that  particular  question.     But  beiore  turning  to  that  I  would  like  to 
finish  just  one  point. 
Senator  Reed.  I  thought  you  were  through. 
Mr.  Palmer.  This  product  is  imported,  as  I  have  said  before,  under 
several  classifications,  the  medicinal  product  bearing  one  classifica- 
tion and  bearing  a  duty  of  25  per  cent,  while  ground  or  bolted  chalk, 
or  otherwise  prepared  chalk,  according  to  the  Underwood-Simmons 
tariff,  is  one-tenth  of  a  cent  per  pound.     The  Tariff  Commission  have 
expressed  their  opinion  that  it  is  impossible  to  differentiate  satisfac- 
torily, from  the  customs  standpoint,  between  these  different  qualities 
of  chalk.     The  answer  to  that  proposition  would  be  to  reinstate  the 
old  tariff  of  1  cent  a  pound  on  all  kinds  of  prepared  chalk.     Under 
that  tariff  everything  weiit  along  very  satisfactorily,  while  if  we  tried 
to  differentiate  it  is  impossible  to  prevent  the  bringing  into  this 
country,  under  one  classification  or  another,  of  precipitated  chalk  for 
medicinal  use. 

Senator  Caldeb.  What  proportion  of  the  chalk  used  in  this  country, 
of  the  kind  that  you  describe,  is  imported  ? 

Mr.  Palmer.  I  should  say  to*day  that  99  per  cent  of  it  was,  since 
we  are  practically  shut  down,  and  there  is  not  any  other  chalk  being 
used  for  medicinal  purposes.     About  6,000,000  pounds  of  chalk  is 
used  in  the  United  States  to-day. 
Senator  Caldbr.  A  year  ? 

Mr.  Palmer.  A. year;  and  of  that  quantity  the  maximum  we  ever 
^foiufactured  was  about  1,700,000  in  any  one  year.     To-day  we  are 
not  manufacturing  at  all ;  we  are  shut  down  absolutelv. 
Senator  Calder.  You  manufactured  about  two-fifths  ? 
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Mr.  Palmer.  Yes,  at  the  maximum,  the  best  year  we  ever  had. 

Senator  Calder.  You  say  you  are  not  doing  any  business  at  &l. 
now? 

Mr.  Palmer.  No,  sir;  we  are  shut  down  and  have  been  shut  dowi 
three  months. 

Senator  Calder.  Is  it  because  of  the  general  dullness  in  business^ ' 

Mr.  Palmer.  No,  but  because  we  can  not  mi^ke  chalk  to-day  a* 
the  present  cost  of  production  in  competition  with  English  manu- 
facturers, when  they  only  have  to  pay  one-tenth  oent  a  pound  duty 

Senator  Calder.  This  chalk  comes  from  England  ? 

Mr.  Palmer.  It  comes  from  England  to-day.  At  the  time  the  wax 
began  50  per  cent  was  coming  from  Germany;  to-day  90  per  cent  of 
it  comes  from  England. 

Senator  Calder.  There  are  no  German  import^ations  ? 

Mr.  Palmer.  No  German  importations. 

Senator  Reed.  What  is  the  price  i 

Mr.  Palmer.  It  varies  from  2^  to  4  cents  a  pound.  When  they 
run  up  against  competition  they  cut  the  price;  tA^t-is  the  answer  («• 
that. 

Senator  Reed.  What  can  you  make  it  at? 

Mr.  Palmer.  We  can  make  it  at  3|  cents  a  pound? 

Senator  Calder.  With  a  profit  ? 

Mr.  Palmer.  And  break  even,  that  is  all,  sir. 

Senator  Simmons.  Is  that  difference  represen^cl  by  labor  cost  or 
greater  material  cost  also  ? 

Mr.  Palmer.  We  make  it  bv  a  direct  process,  directly  from  limt- 
and  carbonic  acid  gas,  while  the  imported  product,  we  are  advised 
is  a  by-product. 

The  second  point 

Senator  Reed  (interposing) .  Bv-product  of  what  ? 

Mr.  Palmer.  By-product  of  otner  industries,  wb^re  they  use  liin<* 
and  then  recover  the  lime  and  purify  it,  and  i^ttempt  to  fumi>h 
practically  that 

Senator  Reed  (interposing).  What? 

Mr.  Palmer.  I  am  not  funy  acquainted,  sufficiently  to  say,  except 
I  am  able  to  report  on  their  method  of  manufapture. 

Senator  Reed.  In  other  words,  they  have  a  better  way  than  w<* 
have  of  making  it — it  is  a  by-product  and  thay  make  it  better. 

Mr.  Palmer.  I  would  not  say  it  is  better — I  wou}d  simply  say  their 
product  is  a  good  product;  ours  is  an  equally  good  product. 

Senator  Reed.  A  better  method  ? 

Mr.  Palmer.  That  implies  a  better  product,  (lo^a  it  not  t 

Senator  Reed.  No.  In  other  words,  they  produce  this  as  a  by- 
product of  something  else.  Hence,  they  can  produce  it  cheaper  than 
the  man  who  manufactures  it  directly;  that  is  the  answer,  is  it  not  f 

Mr.  Palmer.  I  think  that  is  a  conclusion  which  would  hardly  br 
definitely  said  to  be  an  answer.  Thej  have  a  lower  cost  from  even* 
standpomt,  whether  made  directly  or  mdirectly ;  they  would  probablv 
be  able  to  make  it  at  a  lower  cost,  labor  factors  and  other  factors  arr 
all  a  part  of  the  cost  of  the  manufacturing  operation, 

Senator  Reed.  But  a  moment  ago  you  s^d,  whan  you  wm* 
spealdng  of  the  reason  they  could  produce  it  oheAper,  thj»t  theirs  wi& 
a  by-product  and  yours  was  a  direct  product, 

Mr.  Palmer.  That  is  my  understanding. 
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Senator  Rkrd.  Do  you  think  our  i>eople  ought  to  be  denied  the 
nefit  of  the  last  word  in  manufacturing? 

Mr.  Palmer.  Well,  I  think  we  ought,  at  the  present  time,  since 
i»v  i>perate  it  as  a  secret  process.     Nobody  understands  exactly 
w  they  recover  that  product. 
Senator  Rued.  You  do  not  know? 
Mr.  Palmer.  No. 

Senator  Reed.  They   have   a   better   process;  that  is,  a  cheaper 
(K*ess  i 

Mr  Palmer.  Well  I  hesitate  to  commit  myself  on  that  score,  for 
i>  reason,  if  they  were  manufacturing  by  our  own  process  they 
ight  be  able  to  make  it  just  as  cheaply,  owing  to  labor  conditions- 
Senator  Reed.  Let  us  see  about  that.     The  poduct  sold  in  thia- 
•untry  is  5,000,000  pounds. 
Mr.  Palmer.  Yes,  sir. 

Senator  Reed.  There  was  made  in  this  country  about  1,700,000' 
)unds  the  best  year  you  have  had  ? 
Mr.  Palmer.  Yes,  sir. 

Senator  Reed.  What  was  the  aggregate. value  of  that? 
Mr.  Palmer.  You  find  all  of  ffiose  figures  in  my  brief,  in  full 
Kail,  which  I  am  filing. 

Senator  Reed.  Just  this  one  item. 

Mr.  Palmer.  I  could  give  you  the  labor  factor.  Labor  is  about 
cent  out  of  3  to  4  cents  of  the  present  cost;  that  is,  without  including 
ny  salaries,  without  including  any  overhead.  I  am  speaking  of  the 
tnme  labor  cost. 

Senator  Reed.  The  labor  cost  is  one-third  ? 

Mr.  Palmer.  The  labor  cost  is  one-third;  yes,  sir. 

Senator  Reed.  What  is  the  labor  cost  in  England  ? 

Mr.  Palmer.  I-  have  no  idea,  except  that  wages  are  very  much 
ower  than  here. 

Senator  Reed.  Well,  now,  how  much  ? 

Mr.  Palmer.  The  committee  itself  can  substantiate  those  figures 
•  en-  readily  by  getting  at  that  basic  labor  cost.  I  am  not  prepared 
o  ((uote  labor  costs  in  England  to-day. 

Senator  Reed.  If  the  total  labor  cost  of  your  product  is  one-third,, 
then  a  tariff  equal  to  one-third  of  the  labor  cost  would  equal  the 
entire  labor  cost  of  this  country,  would  it  not  ? 

Mr.  Palmer.  TTiat  is  only  one  factor,  sir. 

Senator  Reed.  It  would  equal  that  ? 

llr.  Palmer.  Yes. 

Senator  Reed.  And  if  you  were  to  deduct  the  unequal  cost  of  labor 
from  the  American  cost  of  labor,  and  had  a  tariff  that  represented 
that  difference,  then  you  would  be  on  an  equality,  so  far  as  labor  is. 
concerned. 

Mr.  Palmer.  If  I  might,  I  would  like  to  answer  your  question  as; 
^0  what  it  is  going  to  cost  the  American  people  directly.     May  I  ? 

Senator  Reed,  ri^o;  you  answer  my  question  that  I  asked  you  in 
another  question^lease. 

^fr.  Palmier,  will  you  put  that  question  again,  sir?  I  do  not 
know  whether  I  uriderstooa  it. 

Senator  Reed.  If  the  total  labor  cost  of  the  American  article  is. 
^>ne-third  in  labor,  then  if  vou  deduct  the  English  cost  of  labor,, 
Waking  a  similar  article,  ana  found  the  difference,  and  a  tariff  reg+* 
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resenting  that  difference,  would  cover  the  difference  in  labor  cos;*.- 
of  course  ? 

Mr.  Palmer.  No,  sir. 

Senator  Reed.  It  would  not? 

Mr.  Palmer.  No. 

Senator  Reed.  Why  not  ? 

Mr.  Palmer.  For  the  reason  that  your  intermediate  products  a 
also  partly  raised  in  cost  owing  to  the  labor  on  those.    For  examp 
let  us  take  the  cost  of  making  lime.     There  is  additional  labor 
the  production  of  lime  in  this  country.     You  have  to  pay  the  quarr 
man  for  getting  out  his  rock. 

Senator  Reed.  I  asked  you  if  that  would  represent  the  diffen^r 
in  labor.     Now  you  are  giving  the  difference  of  materials  that  j 
into  it. 

Mr.  Palmer.  That  is  partly  labor,  sir. 

Senator  Reed.  That  has  been  protected. 

Mr.  Palmer.  That  is  partly  labor,  sir.  In  other  words,  labor  en:*-: 
into  the  cost  of  raw  materials  that  are  used  in  making  precipitate- 
chalk  before  we  get  to  the  primary  stage  when  the  conversic»r. 
made  from  the  lime  into  the  chalk.     Do  1  make  myself  clear  ? 

Senator  Reed.  Yes;  you  make  yourself  clear,  but  you  get  all<»v 
for  that  in  the  difference  in  the  raw  materials,  and  I  am  now  deal::., 
simply  with  the  labor  costs.     Is  there  a  difference  in  the  price  t 
pay  for  your  raw  materials  and  what  they  pay  in  England^for  tL*-: 
raw  materials  ? 

Mr.  Palmer.  I  have  already  explained  we  do  not  use  the  same  r^^ 
materials  they  use.    So  that  I  am  not  in  a  position  to  judge  w 
their  cost  is  on  raw  material. 

Senator  Reed.  They  have  a  secret  process,  and  you  can  not  get 

Afr.  Palmer.  We  can  not  get  it. 

Senator  Reed.  All  r^ht. 

Senator  McLean.  TVtere  do  you  get  your  raw  material  ? 

Mr.  Palmer.  We  get  our  raw  material  from  our  own  plant,  wh#> 
we  manufacture  lime.  We  have  one  of  the  largest  lime  plants  in  tt' 
State  of  Pennsylvania. 

Senator  McIIean.  Where  does  vour  lime  come  from? 

Mr.  Palmer.  From  the  lime  rock  in  the  ground.  We  bum  it  int 
lime. 

Senator  McLean.  What  section  of  the  world  i 

Mr.  Palmer.  York,  Pa. 

Senator  Reed.  What  does  the  lime  cost  to  produce  f 

ih.  Palmer.  The  cost  of  producing  otu*  lime  is  about  S9  a  t«  ' 
This  qualitv  of  lime,  you  realize,  is  the  finest  grade  of  chemical  lie* 

Senator  ^eed.  It  costs  you  less  than  1  cent  a  pound  for  your  hm* 

Mr.  Palmer.  Yes,  sir. 

Senator  Reed.  How  much  chalk  do  you  make  oat  of  a  pound  « 
limet 

Mr.  Palmer.  We  have  about  50  per  cent  wastage  in  the  nrocess  i^ 


elimination  of  grist. 

Senator  Reed.  It  takes  about  2  pounds  of  lime  to  make  1  pound 
chalk,  then  i 

Mr.  Palmer.  There  is  about  50  per  cent  wastage:  yes,  sir. 

Senator  Reed.  And  how  much  would  that  2  poimds  of  lime  y 
worth! 
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Mr.  Palmkr.  Then  we  have  to  burn  coke  for  carbonic  acid  gas. 
Senator  Heed.  Answer  that  question — ^what  does  that  2  pounds  of 
cie  cost? 

Mr.  Palmer.  $18  a  ton. 
Senator  Reed.  The  lime  costs  $18  a  ton? 

Mr.  PAL.MER.  $18  for  the  2  tons  required  to  make  1  ton  suitable 
r  chalk.      There  is  50  per  cent  wastage,  as  I  explained. 
Senator  Keed.  That  would  be  a  cent— — 

Mr.  Pai^mer  (interposing).  You  will  find  all  of  these  details  right 
tills  brief.     If  I  have  to  resort  to  memory  in  calculations  here,  I  am 
ible  to  make  some  slight  inaccuracy,  which  I  prefer  not  to  make. 
Senator  Reed.  Very  well. 

Mr.  Palmer.  There  is  one  point  I  would  like  to  make  in  respect  to 
LC  cost  to  the  American  consumer:  Our  product  is  used  for  tooth 
iste,  and  about  50  per  cent  of  the  tooth  paste  would  be  chalk, 
aking  the  total  additional  cost  at  1^  cents,  which  is  what  I  asked  for 
I  protection,  that  would  be  on  a  pound  of  chalk,  or  about  2  ounces 
[  chalk  in  a  large-size  50-cent  tube  of  tooth  paste.  You  can  calcu- 
ite  for  yourself  what  the  additional  cost  to  tne  consumer  would  be. 
here  vrould  be  no  additional  cost  to  the  consumer  whatever,  but  it 
rould  be  taken  up  by  the  manufacturer,  and  it  would  be  only  a 
paction  of  a  cent  per  pound  per  tube  of  tooth  paste. 

Senator  McLean.  Would  it  not  give  the  druggist  an  opportunity 
or  adding  about  10  cents  for  each  tube  of  paste  ? 

Mr.  Palmer.  No,  sir;  the  druggist  would  never  know  it.  The 
nanufacturer  has  to  take  fluctuations  in  the  manufacture  of  it, 
)wing  to  the  tubes  and  the  variations  of  that  sort,  of  so  much  greater 
seriousness  that  the  actual  factor  of  fluctuation  would  be  negligible 
)n  the  additional  cost  of  chalk. 

It  simply  means  if  we  are  to  go  ahead  with  this  work  as  we  are,  as 
the  only  American  producer  to-day  of  medicinal  precipitated  chalk, 
we  must  have  the  protection  that  we  ask  for. 

Senator  Calder.  Is  it  not  a  fact  that  there  are  some  manufactur- 
ers in  this  country  that  import  the  raw  chalk,  grind  it,  and  then 
manufacture  the  precipitated  chalk  ? 

Mr.  Palmer.  No,  sir;  because  you  can  not  import  the  raw  chalk 
and  manufacture  it  into  precipitated  chalk.  Precipitated  chalk  is  a 
chemical  product  that  is  actually  precipitated  out  oi  a  liquid,  that  is, 
it  is  a  muk-lime  product  to  start  with,  and  then  throuffh  chemical 
process  it  is  precipitated  into  flocculent  precipitate.  You  can  not 
make  the  calcium  carbonate  or  chalk,  for  example,  and  precipitate 
it  into  any  other  kind  of  a  product. 

Senator  Watson.  In  the  condition  it  starts  with,  it  has  an  en- 
tirely different  physical  characteristic.  If  the  precipitate  was  made 
abroad  and  you  imported  it  into  this  country,  could  you  then  make 
the  chalk  from  the  precipitate  ? 

Mr.  Palmer.  No,  sir,  you  can  not;  the  liquid  is  too  great  in 
Quantity.  This  is  a  very  cheap  product  at  best,  when  you  consider 
tnat  4  cents  a  pound  is  the  highest  price.  I  think  that  covers  it, 
unless  there  are  some  questions. 

The  Chairman.  All  right.  We  are  very  much  obliged  to  you,  Mr. 
Palmer,  for  your  information. 
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(The  brief  submitted  by  Mr.  Palmer  is  here  printed  in  full  as  follMW- 

To  the  Finance  Committee,  United  States  Senate, 

Washington,  D.  ('.: 

On  behalf  of  the  Palmer  Chemical  Works,  now  maintaining  a  plant  at  York  \ 
with  offices  at  80  Beekman  Street,  New  York  City,  your  committee  is  eame^tl)  ui3» 
to  increase  the  rate  of  duty  levied  by  H.  K.  7456,  oil  precipitated  chalk  for  m^di 
and  toilet  purposes  from  15  per  cent  ad  valorem  to  a  specific  duty  of  l^  ceo:«  ; 
pound.  The  rate  fixed  by  the  House  bill  is  substantially  lower  than  that  ^z  w^ 
Underwood-Simmons  tariff  law,  which  is  25  per  cent  ad  valorem,  and  even  taking ::  • 
4tccount  the  proposed  American  valuation  basis,  the  present  domestic  market  \>««" 
of  this  product  being  but  3^  cents  T>er  pound.  We  violate  no  confidence  wiMm  «^  «% 
that  we  have  substantial  reason  to  oelieve  that  the  rate  fixed  on  preripitaled  chali  t ; 
the  House  bill  was  inadvertently  placed  at  15  per  cent  ad  valorem,  or  much  lover  tiai 
the  rates  provided  by  the  basket  clause  of  paragraph  18  and  the  correspondinc  <'labM 
of  the  chemical  schedule  and  the  general  bill  on  unenumerated  manufactured  artir  '.* 
We  believe,  therefore,  that  it  is  onlv  necessary  to  present  the  facts  reeardisr  tiJ 
industrv  to  your  committee  to  secure  a  satisfactory  revision  ol  the  rate  prov-ided  V>}  ' 
House  till/ 

So  acute  is  the  present  crisis  in  this  small  and  struggling  industry  enga^d  iii  ••-.• 
plying  an  absolutely  essential  product  that,  under  the  evasion  of  the  25  p**r  ron?  J;  •• 
provided  by  the  Underwood-Simmons  law  which  enabled  chalk  to  be  importeii  it  ..•- 
tenth  cent  per  pound  (par.  80),  our  plant  has  been  forced  to  suspend  ofieratiotk^  i:*t 
the  production  of  precipitated  chalk  nas  passed  wholly  into  foreign  handa,  upon  s  \ . 
American  manufacturers  of  standard  pnarmaceuticals,  tooth  paste,  toilet  jmwJ.-» 
etc.,  are  now  obliged  to  depend  for  one  of  their  most  important  material      Dunns:  *: 
past  few  months  the  American  agents  of  English  producers  of  precipitated  chalk  t^* 
undersold  us  throughout  the  domestic  market  and  have  made  contracts  runmztf  *  ^ 
several  months  witn  parctically  all  our  former  customers.    Whi;ther  w»^  aiv  al4-  : 
regain  this  business  in  whole  or  in  part,  or  be  forced  to  dismantle  our  plant  at  V  <ri 
will  depend  sololy  upon  the  action  of  your  committee  respectine  th**  modersr.  '•• 
tective  duty  we  are  now  seeking. 

Precipitated  chalk  on  the  American  market  is  of  two  varieties,  dom«fe$tir  an*!  r. 
ported.     The  American  product  is  made  by  calcining  limestone  '<^loit»»;.  ^Uttriu 
the  resulting  lime,  freeing  it  from  grit  and  other  impurities  by  mechanical  mean?  *'• 
flotation  processes,  and  carbonating  the  resulting  milk  of  lime  by  passing  a  prp\i«»u- 
purified  mixture  of  air  and  carbon  dioxide  through  it.    Gas  is  obtained  hy  b«nu:. 
coke  in  a  suitable  furnace.    The  product  so  produced  is  a  pure  white  mi.nxTv^AUu 
powder. 

essential  character   of  the   INDU.STRY. 

Viewed  from  any  standpoint,  your  petitioner  believes  that  the  pn>du(>en  of  prvi  if . 
tated  chalk  in  the  United  States  should  be  afforded  such  protection  as  will  «*n»'  * 
them  to  supply  a  large  part,  though  not  necessarily  all,  of  the  ciomestic  demand  Thrr 
can  be  no  doubt  of  the  essential  character  of  the  product  from  the  standpoint  ot  \t' 
health  of  the  community.  Precipitated  chalk  is  of  itself  a  medicinal  agent  'i:  «• 
stantial  therapeutic  value  and  it  is  employed  in  the  production  of  a  «x>naid^n^' 
number  of  medicinal  products  of  a  highly  eUiical  character. 

Its  largest  use  is  in  the  manufacture  of  tooth  powders  and  tooth  pastes  in  whit  t .' 
is  the  chief  ingredient  without  which  these  important  aids  to  health  and  clean  lie*-- 
can  not  be  satisfactorily  produced.  Another  highly  important  use  is  in  the  rnxD . 
facture  of  medicinal  tablets  of  all  kinds  in  which  it  is  employeil  as  an  ingreduat  *'* 
aupply  the  necessary  substance  to  carry  very  small  quantities  of  more  or  lees  pow«^<. 
drugs.  It  is  an  ideal  produ(*t  for  this  purpose  because  it  is  inert.  :<table,  and  not  rr 
jectto  decomposition,  as  has  been  fullv  demonstrated  by  tests  of  tablet<i  four  or  V.  • 
years  after  their  manufacture.  It  is  also  widely  used  as  an  agpnt  in  clarifying  a:  * 
filtering  processes.  A  characteristic  of  much  importance  with  respect  to  its  ti*  .r 
medicine  is  the  fact  that  it  is  practicable  to  produce  it  in  a  great  purity. 

During  the  recent  war,  the  United  States,  but  for  the  Palmer  C-hemic^  Uoru 
would  have  been  absolutely  dependent  upon  a  single  foreign  producing  natir*  Vt 
its  supplies  of  precipitated  chalk  which  were  heavily  drawn  upon  to  furnish  ^irtr 
frices  for  the  use  of  our  soldiers  on  the  European  battle  front  and  in  cmntoani^-tf 
in  this  country.  When  it  is  remembered  that  our  tnuisatUmtic  tianaportatioo  »>*- 
tem  was  constantly  menaced  with  interruption  and  indefinite  delay,  and  Chat  tfc« 
American  producers  of  pharmaceuticals,  dentifrices,  etc.,  were  dependent  uf»*i 
the  ability  or  caprices  of  forei^  manufacturers  to  sell  and  ship  precipitated  rhalk 
the  service  to  the  country  which  this  small  plant  was  able  to  render  will  be  ippr^' 
ciated  and  the  necessity  of  maintaining  it  in  the  future  duly  emphaaixed. 
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It  was  with  Buch  considerations  in  view  that  the  Palmer  Chemical  Works  was 
^rifinally  established  and  the  production  of  precipitated  chalk  undertaken.  The 
industry  held  out  no  great  inducements  in  the  way  of  financial  reward  but  its  eesen* 
tial  character  was  recognized  and  for  years  its  operations  were  carried  on  at  a  loss 
but  with  the  hope  that  bjr  careful  research,  the  employment  of  improved  processes 
md  the  use  of  every  device  promififtng  economy  of  production  the  plant  could  be 
made  self-sufitaining,  although  it  has  long  been  realized  that  additional  tariff  pro- 
ration would  be  necessary  to  place  the  industry  on  a  permanent  basis. 

HISTORY  OP  THE  PLANT. 

The  Palmer  Chemical  Works,  the  operations  of  which  are  confined  exclusively 
to  the  production  of  precipitated  chalk,  began  operations  in  1913  after  two  years 
ppent  on  experimental  work.  It  has  an  investment  of  approximately  $120,000  in 
plant,  machinery,  stocks  on  hand,  etc.  While  the  chalk  plant  itself  can  be  operated 
to  full  capacity  with  a  force  of  but  30  men,  this  by  no  means  represents  the  number 
of  persons  employed  in  maintaining  the  industry.  The  Palmer  Chemical  Works 
is  closely  associated  with  one  of  the  largest  manufacturers  of  chemicals  and  phar- 
maceuticals in  the  country  which  provides  the  necessary  business  oi]B:anization, 
selling  force  and  research  and  control  laboratories,  the  personnel  of  which  are  not 
included  in  the  total  of  plant  emplovees.  In  addition  a  large  number  of  employees 
are  engaged  in  adjacent  plants  in  the  production  of  lime  horn  which  the  cnalk  is 
made;  also  in  making  the  barrels,  bags,  etc.,  employed  as  containers.  Considerable 
quantities  of  coke  are  made  for  consumption  in  this  industry.  Thus,  while  a  com- 
pamitivelY  small  number  of  employees  are  engaged  in  the  operations  directly  con- 
cerned with  the  manufacture  of  precipitated  chalk,  a  much  larger  number  depend 
upon  the  industry  for  the  whole  or  a  part  of  their  livelihood. 

The  total  annual  production  of  precipitated  chalk  at  the  York  plant  of  the  Palmer 
Chemical  Works  since  the  manufacture  was  begun  has  been  as  follows: 

Pounds. 

^^13 184,785 

1^14 693,934 

191=> 1,204,875 

19^6 1,273,340 


Pounds. 

1917 1 , 477, 180 

1918 1,350,175 

1919 1,114,030 

1920 1, 112.  320 

Throughout  the  brief  history  of  this  concern  it  has  been  obliged  to  meet  the  almost 
stifling  competition  of  the  imported  article,  chiefly  the  products  of  England,  France, 
and  (termany,  but  its  operations,  though  carried  on  at  a  net  loss,  sharply  checked 
these  importations  and  demonstrated  that  with  a  reasonable  degree  of  protection 
the  industry  can  be  kept  alive  in  this  country  and  the  consumers  of  its  product  re- 
heved  of  the  serious  menace  of  absolute  dependence  upon  foreign  sources  of  supply. 

THE   IMPORT  MOVEMENT. 

The  following  table,  compiled  by  the  United  States  Tariff  Commission  from  official 
sources,  shows  the  imports  of  precipitated  chalk  made  by  quantities  (where  given), 
and  by  values;  also  tne  duties  collected  and  value  per  unit  of  quantity  and  the 
actual  computed  ad  valorem  rates: 

f^^lk,  precipitated,  suitable  for  medidnal  or  toilet  purposes,  etc. — Imports  for  con- 
sumption— Revenue. 


f^nHjtu. 


1W7.... 

19«..    ■ 

!«».... 

1910..    

1911..: 

1912.. ■ 

wu.. 

iSjjjmitte)":; 

}Wj(3m(Kith8)i, 

m. 

1917. 

1918.. 

1919.. 

\«o. 


Rates  of  duty. 


1  cent  per  pound. 
do 


....do 

.....do 

do 

do 

do 

do. 

25  per  cent. 

do 

do 

do 

do 

do 

do 


Quantities. 


Pounds. 

329,909 

709,967 

1,363,005 

2,728,382 

3,826,118 

«J,  oUv,  o41 

2,536,621 
485,771 
(•) 
(«) 
(«) 


1,175,783 
(•) 


Value. 

Duties 
collected. 

Value  per 

unit  of 

quantity. 

17,663 
22,526 
32,225 
69,293 
92,423 
88,390 
79,731 
18,235 
32,288 
35,499 
45,288 
33,141 
37,258 
33,462 
86,176 

S3, 300 

7,U99 

13,634 

27,283 

38,261 

38,098 

25,366 

4,857 

8,072 

8,874 

11,321 

8,2»( 

9,314 

8,366 

21.544 

10.023 
.032 
.024 
.025 
.024 
.023 
.031 
.038 

.028 

Actual 

andcom> 

putedad 

valorem 

rate. 

Percent. 
43.12 
31.52 
42.31 
39.37 
41.40 
43.10 
31.81 
26.64 
25.00 
25.00 
25.00 
25.00 
25.00 
25.00 
25.00 


!  ^  to  1914  items  shown  did  not  include  chalk  for  medicinal  or  toilet  purposes, 
'<<Qantlty  not  shown. 
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While  the  Tariff  Oonuniflsion,  in  presenting  these  figures,  states  that  the  asatutK* 
covering  the  period  from  1907  to  1914  do  not  include  chalk  for  medicinal  or  toikt 
purposes,  it  is  believed  that  this  is  an  error  due  to  the  fact  that  there  was  no  opeduc 
provision  in  the  tariff  act  of  1909  for  chalk  ''suitable  for  medicinal  or  toilet  purpows  ' 
such  chalk,  however,  being  embraced  in  paragraph  13  in  the  category  of  **groa&d 
bolted,  precipitated  naturally  or  artificially,  or  otherwise  prepared.  ' 

EFFECT  OF  DOMESTIC  COMPETITION. 

Comparing  these  import  figures  with  those  covering  the  output  of  the  Pahn*' 
Chemical  Works,  presented  above,  the  salutary  effects  of  the  production  of  ih* 
American  industry  are  seen  at  a  glance.  Beginning  in  1914,  the  second  year  i 
operations  in  the  plant  of  this  company,  the  value  of  the  importationa  of  precipi- 
tated chalk  declined  heavily  and  not  until  1920  did  they  resume  the  proporti**« 
reached  in  the  period  from  1910  to  1914. 

By  rearranging  these  import  statistics  so'  as  to  show  the  countries  of  origin  of  ih* 
precipitated  chalk  imported  during  the  calendar  years  1912-1920,  we  have  a  !»"< 
interesting  exhibit,  as  will  be  seen  from  the  following  table: 

Imports  of  chalkj  precipitated^  etc. 


Year. 


1911 
1912 
1913 
1914 
1915 
1916 
1917 
1918 
1919 


England. 

France. 

Germany. 

Other 
coontiifls. 

$41,302 
43.647 
33,996 
30,385 
25,709 
41,777 
29,265 
35,623 
47, 716 

16,372 
8,191 
7,W4 
5.330 
2,732 
2,614 
4,377 
5,028 
236 

S31,969 

27,164 

26,740 

12,213 

5,224 

385 

112,618 
0,H47 
13,081 
5,600 
2.642 
1.380 
5,884 
23 
1.773 

Total 


46  •  A' 

4tf.»:< 


A  SBBI0U8  MENAOB. 

From  this  table  it  will  be  seen  that  while  England  to-day  dominates  this  industry 
and  while  France  has  from  time  to  time  supplied  a  substantial  percentage  of  cor 
total  imports,  Germanv,  in  1911,  contributed  more  than  one-third  and  e\'idenUy  hw 
only  been  prevented  from  increasing  her  share  by  the  exigencies  of  the  war. 

In  1911  Germany  supplied  $31,969  worth  out  of  a  total  of  $92,^61  shipped  tn  !>* 
United  States.  With  the  remarkable  efficiency  in  the  chemical  industry  far  whi^^ 
that  country  is  noted  throughout  the  world,  with  its  comparatively  low  labor  cf»t 
with  its  well-known  ambition  to  recover  its  lost  prestige  particulariy  in  the  rrodu** 
tion  of  chemicals  and  allied  products  and,  finally,  with  its  unprecedenteatv  low 
rate  of  foreign  exchange,  there  would  seem  to  be  no  reason  why,  under  our  exiptinr 
rate  of  dutv,  Germany  should  not  soon  resume  its  former  position  a?  an  impnriaot 

Eurveyor  of  this  product.  It  would  not  be  surprising  should  it  speedily  crowd  oot 
oth  French  and  EnQ:lish  competitors.  Surely  the  possibility  that  Germany  may 
acquire  a  monopoly  o!  this  small  but  important  industry,  and  may  force  a  shutd^^x 
of  the  only  important  American  plant  now  in  existence,  is  not  to  be  contempiaird 
with  equanimity.  We  can  not  believe  that  Congress,  under  the  circumstances,  will 
refuse  tne  protection  neceseary  to  prevent  such  a  disaster. 

In  consiaering  the  character  of  the  competition  which  the  Paimer  Chemical  WiAf 
has  been  abie  to  sustain  against  foreii^i  rivals,  the  extraordinary  conditions  uihier 
which  it  has  been  operating,  its  intertlependence  upon  another  more  powerful  oicuu- 
zation,  must  be  kept  clearly  in  mind.  At  no  time  has  the  market  price  in  this  countr) 
afforded  a  reasonable  profit  to  the  domestic  producer  if  due  account  were  taken  <4  th*^ 
selling  expense  and  other  overhead  costs  which  have  been  borne  by  another  related 
corporation.  In  fact,  it  has  only  been  at  intervals  that  the  actual  plant  coei  of  pc^ 
ducin^  the  packaged  goods  has  been  low  enoi^gh  to  show  a  profit  when  compared  vith 
the  selling  price. 

PORBIQN-MADB  CH.UiK  PVRTLT  A   11Y-PRODUOT. 

Statistics  are  not  available  covering  foreign  selling  prices  for  precipitated  chalk, 
but  the  official  table  above  presented,  embracing  the  duties  collected  during  (he 
years  1907  to  1920,  show  an  invoice  value  per  pound,  ranging  from  2.3  cents  to  3> 
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1  is,  the  fi gu  ro  for  1919  being:  2 .  S  cents .  We  are  reliably  infonned  that  a  considerable 
►fwirtion  of  the  foreign-made  chalk  is  a  by-product  of  other  chemical  industriee,  a 

t  which  enables  our  European  competitors  to  quote  prices  which  can  not  be  met 

plants  of  iMrhich  precipitated  chalk  is  a  primary  product. 

The  following  tables  show  the  wholesale  prices  lor  precipitated  chalk,  both  light 
d  heavy,  in  New  York  for  the  years  19IO-1920,  from  which  it  will  be  seen  that  the 
«*rage  market  price  in  this  country  afforded  the  foreign  producer  whose  goods  were 
voiced  in  accordance  with  the  official  figtures  already  quoted,  a  very  comfortable 
argin  of  profit: 

CTuilt,  precipitated,  light,  casks,  prices  per  pound,  wholesale.  New  York, 

[From  Oil,  Paint,  and  Drug  Reporter.] 


Year. 


Jan.  1. 


no. 

ni. 

912. 
913. 
914. 
915. 
191«. 
IM7. 
L91K. 
11H» 
L9E» 


Apr.  1. 


Julyl. 


Oct.  1. 


1  Temporary,  doe  to  eaily  war  conditions. 

Chalk,  precipitated,  heavy,  prices  per  pound,  wholesale.  New  York. 

[From  Oil,  Paint,  and  Drug  Reporter.] 


Year. 


1910. 
1911. 
1913. 
1913. 

1914. 
1915. 
1916. 
1917 
1918 
1919 

isao 


Jan.i. 


Cent*, 

3-34 
3  -3} 
3  -^34 
3-3^ 
3-3j 
4-6 
5  S 

5i-6 
5-6 


Apr.  1. 


Julyl. 


Oct.  1. 


NO  MARGIN  FOR  FROFIO?. 

Against  these  figures  the  coet  of  production  at  the  Palmer  plant,  which  it  should  be 
remembered  is  only  a  fraction  of  the  cost  of  the  delivered  goods,  graphically  illustrates 
the  necessity  for  a  higher  protective  duty.  During  the  earlier  ^rears  of  the  develop- 
ment of  the  plant  it  was  not  practicable  to  segregate  all  its  operations  in  such  a  way  as 
to  determine  the  actual  plant  cost  of  production,  but  during  the  pdist  three  years 
accurate  figures  have  been  made.  For  the  last  quarter  of  1918  tiie  prime  cost  of  manu- 
facture was  4.4  cents,  while  the  selling  price  was  4.75  cents.  In  the  first  quarter  of 
1919  the  cost  was  4.12  cents,  while  the  selling  price  was  4.6  cents.  During  the  year 
1919,  through  the  exercise  of  every  possible  economy,  the  cost  of  production  was  forced 
down  to  as  low  as  3.49  cents,  while  the  selling  price  was  4.25  cents.  But  in  1920  the 
cost  of  production  rose  steadily  from  3.77  cents  to  7.02  cents,  while  the  selling  price 
remained  almost  stationary  at  5.38  cents — 5.50  cents.  It  is  hardly  necessary  to  pro- 
duce statistics  to  show  that  if  the  product  of  the  Palmer  plant  had  been  obliged  to 
carry  the  usual  overhead  of  selling  expenses,  administration,  etc.,  it  could  not  have 
been  produced. 

While  every  effort  has  been  made  to  reduce  the  cost  of  production  and  while  im- 
portant improvements  have  been  made  in  processes  which  under  normal  conditions 
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would  have  lowered  substantially  the  plant  cost  of  the  product,  these  have 
more  than  offset  by  advances  in  the  cost  of  labor  and  all  materials  employed. 
creased  costs  of  approximately  300  per  cent  in  labor,  coke*  and  barrek,  and  oC 
than  200  per  cent  in  the  cost  of  lime  are  revealed  in  the  following  figures  cov 
these  items  for  the  years  1913  and  1920: 

■  -^«''  ■  ■  ■-»■ 

1913  VC- 


Labor,  per  hour IOl  17          %* 

Coke,  per  ton 4.00           l" 

BarrelA,  each .S3                t] 

Lime,  per  ton XOO               •' 

WILL  PROPOSED  DUTY  PROTECT? 

In  view  of  the  data  here  presented  it  might  be  asked  whether  the  rate  of  dut>    : 
H  cents  per  pound  on  precipitated  chalk,  herein  suggested,  would  enable  the  dooM^' 
producers  of  this  country  to  continue  their  operations.    We  believe  this  Question  "^ 
be  answered  in  the  afRrmative,  but,  as  we  have  already  stated,  we  do  not  believt*  tiu 
it  would  put  an  end  to  foreign  competition.     On  the  contrary,  it  is  likely  that  w  •* 
a  specific  duty  of  li  cents  per  pound,  which  would  prevent  the  underN'aluation  ^h-; 
is  always  possible  with  an  ad  valorem  duty,  the  foreign  producers  would  surr*^*. 
in  sending  enough  material  to  this  market  to  enable  the  Government  to  obtain  th<- 1 
amount  of  revenue  it  now  enjoys,  if  not  indeed  a  larger  amount.    At  the  same  tim* 
however,  the  American  manufacturers  would  be  enabled  to  place  their  enterpiiM*  up  - 
a  sound  financial  footing  and  insure  to  domestic  manufacturers  using  predpita**- 
chalk  as  a  material  a  continuous  supply,  even  under  the  most  extraordinary  conoitMH:- 
This  statement  is  made  with  confidence  because  of  the  fact  that  the  cost  of  labor  az»i 
materials  is  already  declining,  and  because  of  the  practical  certainty  that  lower  !«>>-'- 
will  soon  be  reached. 

Should  the  question  be  raised  as  to  whether  the  domestic  consumers  of  prtxlu*"- 
made  from  precipitated  chalk  would  be  injuriously  affected  by  the  proposed  «)u: 
we  would  unhesitatinglv  assert  that  the  influence  of  the  proposed  rate  would  ^ 
absolutely  negligible.  Even  if  the  cost  of  the  product  were  increased  by  the  Vufx 
amount  of  the  duty,  it  would  not  add  3  cents  per  dozen  to  the  inanuiactarvr>  r»*- 
of  the  usual  retail  package.  It  would  be  much. less  than  the  fluctuations  from  tiir« 
to  time  in  the  cost  of  other  materials,  such  as  essential  oils,  etc.,  or  tubes,  bottl** 
cartons,  and  boxes.  The  manufacturers  would  undoubtedly  absorb  whatever  whz^ ' 
increase  there  might  be,  recouping  themselves,  if  necessary,  with  a  small  reducti-.i 
in  advertising  expenses. 

HKCOMMENDATION    OF   UNITED   STATES  TARIFF  COMMISSION. 

In  this  connection  our  attention  has  been  drawn  to  the  following  reoommendat^^ 
of  the  United  States  Tariff  Commission  in  its  survey  of  the  chalk  industry  recent]-, 
completed  and  laid  before  your  committee: 

''Although  it  is  possible  to  from  a  judgment  of  quality  and  therefore  of  price  ha^- 
upon  the  fineness,  color,  and  purity,  there  is  no  known  method,  macroeoopic,  mint- 
scopic,  or  chemical,  to  determine  with  certainty,  the  method  of  manufacture  frooi  th- 
examination  of  the  sample.  It  is  therefore  sug^rested  that  all  varieties  of  chalk— 
{(round,  bolted,  and  precipitated— and  whiting  and  Paris  white  l>e  placed  toc^th«< 
in  the  same  paragraph  and  at  the  same  rate  of  duty.  The  best  commercial  gr^fesi  a.*> 
worth  more  than  five  tiroes  as  much  as  the  poorest  and  the  rate  therefore  should  K<»  uz. 
ad  valorem  rate  instead  of  a  specific  rate." 

OUR   RECOMMENDATION   FOR   A   DUTY. 

A8  a  definite  recommendation  we  would  suggest  that  paragraph  15  of  the  tariff  a<  t 
October  13,  1913,  be  amended  to  read  sn  follows: 

RUGOERTION   FOR   REVISION   OF  PARAGRAPH   IMPOSING   DUTY  ON   CHALK. 

13.  Chalk,  when  ground,  bolted,  precipitated  naturally  or  artificially,  or  other*  v 
prepared,  whether  in  the  form  of  cubes,  blocks,  sticks,  or  disks,  or  otherwise,  mrlodir . 
tailore',  bilUard.  red,  or  French  chalk,  1  cent  per  pound:  precipitated  chalk  wbro 
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3ared  for  medicinal  use,  1^  cents  per  pound;  manufactures  of  chalk  not  specially  pro- 
►  idtni  lor  in  this  section,  25  per  cent  ad  valorem. 

XoTE. — This  is  the  exact  language  of  the  Payne-Aldrich  act  of  1906,  except  that  the 
lau^e  ''Precipitated  chalk  when  prepared  for  medicinal  use,  li  cents  per  pound,"  ia 
averted  therein. 

In  cxknclufidon,  we  desire  to  emphasize  the  disadvantage  under  which  our  industry — 
in  <x>nixnoii  with  many  other  domestic  enterprises,  the  products  of  which  are  subject 
(«» ad  valorem  duties — ^is  now  laboring,  namely,  the  abnormal  state  of  foreign  exchange. 
<  >ur  conapetition  now  originates  chiefly  in  Great  Britain,  and  with  sterling  at  a  heavy 
di«<*ount,  the  producers  of  English  chalk  are  easily  able  to  undersell  their  American 
oonipetitors,  all  other  things  being  equal.  This  can  be  accomplished  even  without 
manipulation  of  invoice  valuations.  As  it  would  hardly  seem  practicable,  under  a 
tariff  which  it  is  to  be  hoped  will  remain  in  force  for  a  considerable  period  of  years,  to 
adjust  rates  with  a  view  to  meeting  the  situation  caused  by  the  present  rates  of  ex- 
t-han^.  it  would  seem  that  some  other  device  must  be/esorted  to. 

SPECIFIC  DUTIB6   SHOULD   BE   ADOPTED. 

We  are  strongly  of  the  opinion  that  the  adoption  of  specific  duties  wherever  possible 
i^*  the  pra<:'ticar solution  of  this  problem,  and  on  that  account  we  desire  to  emphasize 
what  we  lia\  e  already  said  in  favor  oi  the  duty  we  have  proposed  for  precipitated 
•  halk.  The  suggestion  which  has  emanated  from  this  committee  from  time  to  time, 
that  domestic  market  value  be  substituted  for  foreign  value  as  a  basis  for  invoice 
valuations  would  undoubtedly  improve  the  situation  with  respect  to  those  com- 
modities upon  which  it  is  absolutely  necessary  that  ad  valorem  rates  must  be  retained. 
We  >»elieve,  however,  that  no  such  necessity  exists  with  respect  to  precipitated  chalk. 
Respectfully  submitted. 

Lowell  M.  Palmer  Chemical  Works. 
By  Carleton  M.  Palmer,  Manager. 

The  committee  has  before  it  Mr.  Ward  Thoron,  of  Lowell,  Mass., 
who  desires  to  merely  file  a  brief,  as  I  understand  it. 

STATEMENT   OF   MB.    WARD   THOBON,    TBEASUBEB   MEBBI- 
MACK  MANUFACTUBING  CO.,  LOWELL,  MASS. 

Mr.  Thoron.  Would  the  committee  care  to  hear  me  now? 

The  Chairman.  Do  you  desire  to  speak  at  any  length? 

Mr.  Thoron.  1  desire  to  speak,  if  you  please.  I  think  I  can  develop 
my  argument  in  about  three  minutes. 

The  Chairman.  Make  it  as  brief  as  you  can. 

Mr.  Thoron.  I  do  not  know  what  questions  the.  commit  tee  may 
want  to  ask  me.  I  am  the  treasurer  of  the  Merrimack  Manufacturing 
Co.,  which  operates  textile  milk.  We  have  mills  at  Lowell  and  we 
have  mills  down  in  Alabama  also. 

At  Lowell  we  spin,  make  cloth,  and  we  dye  the  cloths  and  finish 
them  there.  Our  chief  products  are  velveteens,  corduroys,  fostines, 
and  kahki. 

In  the  course  of  manufacturing  we  used  in  the  last  seven  years  an 
average  of  about  S420,000  a  year  worth  of  dyes,  and  dyes  represent 
about  30  per  cent  of  the  cost  of  converting— that  is,  the  finisning  of 
cloth  after  it  comes  out  of  the  looms — so  it  is  rather  an  important 
factor.  Our  products  are  sold  in  this  country  in  competition  with 
English  products,  particularly  our  velveteeps  in  competition  with 
English  velveteens,  with  German  velveteens,  and  with  Italian  vel- 
veteens. I  do  not  think  French  velveteens  have  come  over  here 
particulariy.  Then*  silk  velvets  come  by  preference.  During  the 
war  we  developed  an  exj>ort  trade  with  South  America,  which  last 
year  amounted  to  about  $1,000,000.  Our  total  business  last  year  was 
fthout  $15,000,000,  which  is  about  three  times  in  value  what  it  would 
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be  in  normal  years;  that  is,  owing  to  the  higher  prices  at  whi-b 
everything  was  selling  as  compared  with  prewar  prices.  I  think  op- 
normal  prewar  prices  the  volume  of  our  business  is  about  85,000,(V*) 
a  year. 

Senator  Calder.  So  the  volume  of  your  business  last  year  was  nn 
greater  than  prewar  ? 

Mr.  Thoron.  The  volume  was  no  greater;  the  values  were  ven' 
much  larger. 

Senator  Reed.  What  was  it  last  year  ? 

Mr.TnoRON.  About  SI 5,000,000  was  the  total  amount. 

Senator  Watson.  That  is,  the  total  amount  that  you  manuf«'-- 
tured  for  export  ? 

Mr.  Theron.  The  total  amount  we  sold  altogether,  of  which  about 
$1,000,000  was  for  export  in  South  America. 

The  competition  is  not  only  one  of  price  but  one  of  quality.  In 
certain  low  grades  the  price  will  gain  the  day;  in  the  better  grades 
price  is  not  looked  at  so  much  as  the  quality;  and  what  I  have  u* 
say  on  the  dye  schedule  refers  chiefly  to  the  better  grades  that  we 
make  and  are  trying  to  make  in  competition  with  the  better  grades  that 
come  over  from  Europe.  The  people  who  buy  our  velveteens — well, 
it  is  what  you  mijght  call  a  poor  man's  luxury,  a  cheap  substitute  f<'r 
silk  velvets,  and  it  is  a  very  pretty  cloth.  But  it  is  a  luxury  just  the 
same.  I  think  the  experience  in  the  past  has  been  that  a  certain 
amount  is  imported  whether  the  tariff  has  been  higher  or  whether  the 
tariff  has  been  low.  The  fashion  to  a  certain  extent  controls  it. 
The  people  who  want  English  velveteens  will  buy  them  because  thex 
are  Engnsh,  no  matter  whether  the  American  velveteens  are  as  good  or 
not.  But  no  tariff  has  ever  been  framed  which  had  the  effect  of 
checking  the  importations. 

Senator  Reed.  On  anything  ? 

Mr.  Theron.  On  velveteens,  as  far  as  we  know. 

I  want  to  explain  to  the  committee  that  I  understand  the  difficulty 
of  the  problems  which  it  is  confronted  with,  and  my  desire  is  to  te 
helpful  and  to  labor  with  them  just  the  way  the  thin^  strikes  us  and 
to  be  perfectly  fair  about  it. 

Before  the  war  we  got  our  dyes  almost  entirely  from  Europe,  and  I 
imagine  they  chiefly  came  from  Germany.  They  were  inexpensive 
and  they  were  of  good  quality  and  easily  procurable. 

Senator  Watson.  Do  you  buy  the  browns,  blacks,  and  blue? 
principally  ? 

Mr.  Theron.  On  the  more  technical;  and  I  am  afraid  you  better 
not  press  me  too  closely.  I  look  at  results  more  than  at  the  detaik. 
but  I  have  a  general  idea  of  my  business,  because  I  am  responsible 
for  it;  I  am  the  executive  officer.  The  mere  details  of  names^  <»f 
colors  and  the  quantities  of  each  I  can  not  tell. 

Senator  Smoot.  With  your  business,  like  every  other,  of  course, 
these  dyes  are  the  main  ones  t 

Mr.  Theron.  I  imaging  black  is  very  largely  used  in  velveteens,  and 
also  blues  and  browns.  Of  course,  we  do  not  use  the  dyes  as  we  buy 
them;  we  use  them  in  combination,  and  our  particular  combination 
is  our  trade  secret.  We  get  a  certain  color  out  of  combining  these 
things  which  we  think  is  prettier  than  any  other  color  of  the  same 
kincT,  and  we  sell  our  goods,  and  we  do  not  tell  people  exactly  how  we 
make  the  combination. 
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When  the  war  broke  out,  of  course,  the  supply  of  Europe«m  dyes 
was  pretty  quickly  exhausted.  In  the  colors  which  we  did  tK*>  have 
very  frequent  use  of,  we  had  a  supply  to  last  us  for  some  time.  But 
of  the  main  colors  we  gradually  have  had  to  come  over  and  use  the 
American  dyes.  We  had  great  trouble  with  them.  The  American 
manufacturers  of  dyes  succeeded  extremely  well  with  some,  and 
pretty  well  with  others;  others  they  did  not  succeed  at  all  with,  or 
did  not  try  to  succeed. 

Our  experience  probably  is  not  as  varied  as  the  .experience  of  the 
print  manufacturers,  because  we  dye  in  plain  colors,  and  we  do  not 
use  a  great  number  of  dyes.     But  our  experience  with  the  American 
dyes  was  briefly  this:  With  those  that  they  made  perfectly  well,  well 
and  good;  those  that  they  did  not  make  so  well,  the  trouble  was  two- 
fold; largely  in  our  case  it  was  the  fact  that  you  never  got  on  two 
purchases  the  same  things  though  it  was  nominally  the  same  thing, 
and  in  endeavoring  to  work  it  into  our  combination  and  get  our 
standard  results  there  was  an  enormous  amount  of  experimenting 
which  had  to  be  gone  through  with,  sometimes  without  succeeding, 
but  always  making  a  great  many  failures  and  increasing  the  loss 
occasioned  by  making  irregulars. 

Senator  Smoot.  You  spoke  of  that  as  a  past  proposition.     Does 
that  still  obtain  ? 

Mr.  Thoron.  That  obtains  very  much  less  now.  We  are  troubled 
very  much  less  with  the  lack  of  standardization.  Then,  the  second 
difficulty  which  we  had  in  regard  to  dyes  which  they  made  was  the 
lack  of  variety  of  shades.  That  is  very  important  to  us,  to  be  able 
in  browns  to  have  three  or  four  almost  identical  shades  to  choose 
from  in  order  to  work  up  our  combinations,  and  that  was  what  the 
foreign  manufacturers  were  very  skillful  in  providing  us  before. 

The  American  manufacturers  have  given  us  a  very  good  brown  that 
we  have  learned  how  to  use,  but  we  have  not  got  any  variety  to  choose 
from,  and  if  we  applied  for  permission  to  import  a  variety  there  is 
a  good  deal  of  machinery  to  go  through  with,  and  in  nine  cases  out 
of  ten,  I  should  imagine,  it  would  be  very  hard  to  persuade  the  licensing 
authorities  that  there  was  any  difiFerence  between  the  two  things 
which  justified  our  asking  for  the  permission. 
Senator  Smoot.  You  said  you    imagine."     Have  you  tried  it? 
Mr.  Thoron.  I  can  not  say  that  we  have  tried  it,  because  in  the 
one  case  we  did  try  it  we  got  a  little  discouraged,  and  on  that  I 
speak  more  of  the  experience  of  other  dye-using  manufacturers  of 
their  difficulties  in  getting  it.     Anyhow,  it  has  not  been  a  very  prac- 
tical question  with  us  these  years,  owing  to  the  fact  that  the  situation 
created  by  the  war  resulted  in  a  practical  embargo  on  European 
•exports  to  us,  of  that  class  of  competitive  goods,  and  that  the  Amer- 
ican public  were  boimd  to  buy  what  we  had  to  offer;  and  there  was  no 
<5hoice;  there  was  nothing  else  that  came  in  competition.     Of  course, 
all  the  Qerman  product  was  eliminated  by  the  war.    The  French 
textile  mills  were  largely  in  the  northeastern  section  of  France  and 
^te  destroyed  by  the  Germans,  and  the  English  mills  which  made 
that  class  of  cloth  found  they  were  obliged  to  supply  the  whole 
demand  of  Europe,  owing  to  the  disappearance  of  these  other  two 
^wces,  and  they  were  so  busy  they  could  not  send  anything  over 
Jiere  to  speak  of;  and  it  was  not  really  a  very  important  question. 
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It  made  a  good  brown,  and  there  was  not  the  foreign  competiti<« 
against  it  to  work  against,  and  we  could  get  along.  But  that  situati(4> 
is  not  going  to  last  at  all. 

There  were  a  certain  number  of  dyes  which  were  not  made  heir 
We  not  use  a  great  many  of  them.     We  use  about  a  dozen,  and  w- 
do  not  use  them  just  at  present  in  enormous  quantities.     I  suppoi^^ 
our  total  annual  consumption  would  be  about  20,000  pounds. 

Senator  Watson.  Do  vou  have  reference  to  anthracene  colors  i 

Mr.  Thoron.  They  are  what  they  call,  as  I  understand  it,  din^  • 
colors,  and  we  do  not  use  any  vat  dyes  at  all,  and  I  should  hate  t^* 
commit  myself  dn  the  technical  names.  I  once  tried  to  read  tb^ 
list  in  the  tariff  bill  to  our  chemist,  and  I  had  to  give  it  up. 

But  the  main  facts,  I  think,  are  covered. 

Senator  Watson.  Are  you  talking  for  a  tariff  on  dyes  or  a  tariff  ou 
your  product  ? 

Mr.  Thoron.  No;  I  am  now  talking  for  a  tariff  on  dyes  just  ui  h 
character  which  will  permit  us  to  get  our  supplies,  if  we  are  willini: 
to  pay  the  price,  anywhere  these  supplies  are  to  be  had,  and  I  want 
to  call  the  committee's  attention  to  two  phases  of  it. 

Senator  Reed.  You  have  entirely  abandoned  the  theme  you  werr 
talking  on.  You  were  telling  us  your  experience  about  these  dves. 
and  I  think  you  were  goin^  to  bring  it  down  to  date  ? 

Mr.  Thoron.  I  practically  had  done  so. 

Senator  Re;£D.  You  had  concluded  ? 

Mr.  Thoron.  I  had  concluded  that.  I  just  want  to  give  the  com- 
mittee a  picture  of  how  it  affects  us.  The  important  thing  to  us  i$ 
that  we  are  in  competition  in  this  country  with  European  textiles 
that  are  dyed  with  European  dyes,  and  we  are  in  competition  ir 
foreign  markets  with  the  same.  Now,  unless  we  can  produce  quickly 
the  varieties  of  colors  which  may  become  fashionable  in  Paris  or 
London,  because  there  is  where  the  fashions  are  dictated,  and  to  dye 
them  in  as  durable  colors  with  as  good  finish  as  our  European  com- 
petitors do,  their  goods  are  going  to  take  possession  of  this  markec 
and  drive  us  out,  and  we  can  not  compete  in  any  export  market;  and 
that  is  the  serious  phase  to  us.  It  is  more  serious  to  us  to  be  able  t4» 
have  the  choice  and  to  get  the  colors  quickly,  I  think,  than  really  thr 
question  of  price  that  we  pay.  The  price  that  we  pay  may  or*  may 
not  become  very  important. 

Senator  Watson.  Have  you  any  needed  colors  that  you  can  noi 
get  in  the  United  States  i 

Mr.  Thoron.  Yes. 

Senator  Watson.  You  have  ? 

Mr.  Thoron.  Yes.  We  had  one  case  of  discussion.  Our  Kivt 
effort  was  through  this  war  board.  We  put  in  an  applicattoD  fcir 
certain  colors.  We  were  called  upon — I  think  they  took  about  34) 
days  to  give  us  the  necessary  instructions  as  to  what  we  should  do. 
wHich  included  giving  a  letter  of  credit,  which  we  promptly  did,  g^nnl 
for  six  months.  At  the  end  of  six  months  they  asked  us  to  have  the 
letter  of  credit  extended,  because  they  had  not  succoede<l  in  getting 
us  anything  yet. 

Senator  Watson.  They  had  not  decided  the  nuestion  in  six  months  f 

Mr.  Thoron.  Thev  had  not  gotten  it  yet.  in  nine  months  we  got 
a  portion  of  it,  but  f>y  that  time  the  whole  character  of  the  business 
had  changed.     We  had  no  particular  use  for  the  balance,  and  we 
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kod  them  to  cancel  the  balance  of  the  order,  and  we  had  that  dye 

hand. 

The  other  case  we  had  was  a  case  of  some  particular  dye;  I  do  not 
tow  that  the  name  of  it  makes  much  difference.  We  asked  them  for- 
license,  and  the  board  wrote  back  **So-and-so  makes  that/*     We 

on  wrote  to  them 

The  Chairman  (interposing) .  That  was  an  effort  to  throw  business 

that-particular  concern,  was  it? 

Mr.  Thoron.  Oh,  I  believe  everybody  is  working^  in  earnest  and 
ying  to  do  the  square  thing.  But  there  are  limitations  on  the  intel- 
jence  of  everybody,  which  is  sometimes  very  trying  to  a  person 
ho  is  trying  to  do  business.  They  referred  us  to  somebody  who 
ade  it  here.  We  wrote  to  those  people,  and  those  people  said, 
We  are  only  experimenting  with  that.  We  have  not  succeeded  in 
laking  it  commercially.^'  It  was  not  brought  to  my  attention, 
tur  purchasing  agent  decided  he  had  enough  to  get  along  a  little 
hile  longer,  and  he  did  not  attempt  to  get  it  a^in  until  six  months, 
v  which  time  the  board  had  discovered  the  thmg  was  not  to  be  pur- 
hased  in  this  country. 

Senator  Watson.  Do  you  know  what  proportion  of  the  dyes  you 
Lse  are  produced  in  the  United  States  of  such  a  character  as  enables 
•ou  to  dye  vour  goods  with  those  dyes  and  compete  in  the  foreign 
aarkets  with  the  foreign  competitors  ? 

Mr.  Thoron.  Offhand  I  should  say  the  laiger  proportion  was  made 
n  the  United  States  now,  and,  as  far  as  the  result  is  concerned,  the 
result  is  sood.  I  assume  they  will  be  able  to  keep  up  the  standardi* 
zation  which  they  seem  to  be  working  toward.  But  there  are  a  cer- 
tain number  that  we  have  to  import.  We  have  to  keep  a  whole 
scale  of  colors.  When  we  sell  our  cloth  to  a  jobber,  he  buys  so  many 
thousand  pieces  a  season,  and  then  tells  us  later  how  he  wants  them 
dyed,  and  we  have  a  colored  chart.  We  then  dye  them  as  he  wants 
tliem  in  the  colors  which  he  desires.  We  can  not  tell  beforehand 
what  he  may  ask  for.  But  we  have  to  carry  a  supply  and  be  prepared 
to  dye  any  of  the  shades. 

The  first  difficulty,  then,  with  us  is  that  we  foresee  the  present 
operation  of  the  law  under  which  we  are  w(»*kin^  is  going  to  make  it 
extremely  difficult  for  us  to  have  easily  at  hand  what  we  need — get 
it  quickly  in  order  to  respond  to  the  necessities  of  competition  or 
changes  of  fashion  and  tftste,  etc. 
That  is  so  much  for  the  question  of  quality.     I  think  others  are 

verv  much  more  effective  than  we  are. 
oenator  Watson.  You  can  not  tell  us  on  the  technical  point  ? 
Mr.  Thoson.  I  am  not  a  technical  dye  man.     I  understand  wool 

people  have  very  much  more  trouble  than  the  cotton  people.     I 

understand  the  people  who  indulge  in  print  cloths  and  have  a  great 

variety  of  colors  have  very  much  more  trouble  than  we  have,  who 

nin  in  comparatively  few  colors — perfectly  simple. 
Senator  omoot.  All  of  your  dyes  are  piece  dyes  ? 
Mr.  Thoron.  Piece  dyes. 
Senator  Suoor.  Of  course,  the  wool  manufacturer  has  to  dye  the 

wool  and  put  into  the  yam  and  then  blend  those  colors,  and  the 

difficulty  of  color  would  be  multiplied  manv,  many  times  over  ? 
Mr.  TBOBOVf.  Yes.    If  the  committee  will  allow  me  to  pass  to  my 

second  point.     Of  coursC)  dyes  are  raw  material  to  us,  in  so  much  as 
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we  are  finishers  of  cloth,  and,  as  I  stated  before,  they  repreaent 
seven  years  about  30  per  cent  of  the  finishing  cost.  It  has  run 
high  as  31  per  cent  on  an  average  for  a  year  ana  as  low  as  18  per  cec 

Senator  McLean.  Percentage  of  the  total  cost  ? 

Mr.  Thoron;  It  varies  very  much,  and  any  percentage  I  mc 
give  you  might  be  misleading,  because,  for  example,  cotton  is  un» 
the  chief  raw  materials  in  our  product.     If  we  are  using  iN-c 
cotton  and  afterwards  we  are  obliged  to  use  $1.25  cotton,  the  rti 
of  cotton  makes  a  serious  inroad  into  any  proportions  which  } 
would  get  between  the  costs.     But  I  should  say,  generally,  thAt  t 
finishing  costs,  though  they  vary — ^in  velveteens  they  are  very  mu 
higher  than  in  corduroys,  and  in  corduroys  they  are  higher  than 
khaki — I  should  say,  as  an  average  for  all  our  business,  the  finis 
costs  about  25  per  .cent  of  the  total  factory  cost,  and  that  the  d;. 
represent  30  per  cent  of  the  finished  cost. 

Senator  Reed.  Thirty  per  cent  of  the  25  ? 

Mr.  Thoron.  Thirty  per  cent  of  the  25.     Of  course,  these  a 
manufacturers  have  got  their  shoulders  to  the  wheel  and  have  <1- 
good  work,  and  we  feel  they  ought  to  be  protected.     Our  quarrfl 
not  over  the  question  of  protecting  them,  though  it  may  operai 
some  hardship  on  us  in  competition  with  foreign-dyed  textiles,  vUtf 
the  dyers  get  their  dyes  more  cheaply  than  we  can* 

Our  objection  has  not  been  so  much  to  the  fact  that  they  ought  u 
be  protected,  but  to  the  way  in  which  they  wanted  to  be  protect*^: 

Senator  Watson.  You  are  against  the  embargo? 

Mr.  Thoron.  We  are  against  the  embargo.  The  committ^  La* 
heard  a  great  deal  about  embargoes,  and  I  am  not  going  to  vjl^k 
its  time  by  discussing  that  particular  feature  of  it  any  more.  We  e.** 
just  against  it.  We  are  against  it  largely  because  it  produces  a£ 
economic  situation  which  we  think  is  imsound. 

The  ultimate  cost  of  any  article  is  a  question  of  demand  nni 
supply;  you  can  not  get  away  from  it.  Dyes  tonday  are  seUin: 
cheaper  than  they  were  last  jear.  I  do  not  believe  that  the  dv 
manufactiurer  is  a  philanthropist.  I  am  not  a  philanthropiat  my^if 
I  believe  the  dye  manufacturer  is  charging  all  that  he  dares  to  clianr'' 
and  that  the  reason  the  prices  have  dropped  is  because  the  iy^ 
consuming  industry  is  deaa,  or  has  had  a  slump,  and  tliere  is  so  litu 
demand  for  his  dyes  that  in  order  to  move  his  stock  he  has  redurco 
his  prices  to  see  whether  he  can  find  a  po\iit  to  which  he  can  muv* 
them. 

It  is  not  a  question  of  philanthrophy,  and  I  do  not  believe  he  ^ 
doing  it  with  tne  idea  of  making  a  poUtical  play,  by  saying,  "Li»i^ 
how  nice  we  are."  I  think  it  is  simj^y  the  natural  operation  of  tb* 
law  of  demand  and  supply. 

I  think  we  want  to  be  given  the  benefit  of  the  operations  of  Uu' 
law,  too,  in  the  question  of  price.  We  are  ready  to  have  the  d^** 
manufacturers  protected,  but  any  scheme  which  has  been  so  fa: 
devised  and  brought  forward  seems  to  me  very  bad,  owing  to  ti.* 
difficiilty  of  the  dye  user  being  able  to  compute  quickly  what  th< 
alternative  in  cost  is  between  using  the  American  dye  or  the  fot^iiT- 
dye.  No  scheme  has  as  yet  been  suggested  which  makes  it  possihi- 
for  the  manufacturer  to  make  that  computaticMi  quickly,  ana  yet  K 
must  make  those  computations  quickl}^  m  order  to  answer  quA^U't* 
and  get  our  business.     There  are  certain  people  who  dye  in  notlaiu: 
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>ut  blue.  Of  course,  that  is  one  thing.  They  can  buy  a  year's 
supply.  But  people  like  ourselves  who  dye  in  a  variety  of  c(dor8, 
^nd  where  we  are  asked  to  be  making  changes  all  the  time  and  go 
thjough  the  difficulty,  particularly  tne  doxmtful  dases  of  whether 
fehev  belong  to  A  or  B  occurs,  makes  business  absolutely  impossible. 

'X^akmg  tne  bill  as  it  has  come  from  the  House,  I  ao  not  pretend 
to  know  anything  about  whether  the  rates  there  proposed  would  be 
sufficient.  "But  1  do  think  that  the  method  of  applying  those  rates 
^'ould  be  very  difficult.  It  may  be  possible  to  diiscover  quickly 
what  the  value  of  a  competitive  American  dye  is,  but  when  you  come 
to  dyes  that  are  not  manufactured  in  America,  I  have  not  yet  been 
able  to  work  out  in  my  own  mind  how  anybody  was  ever  going  to 
find  out  what  the  American  value  was  in  order  to  guess  wiat  the 
duty  would  be  when  you  come  to  importing  the  foreign  thing. 
Senator  Smoot.  That  is  provided  for. 

Mr.  Thobon.  I  have  not  discovered  it  is  provided  for  in  a  way  whieh 
can  be  practically  worked  out  as  a  matter  of  practice. 

Senator  Smoot.  Then,  if  you  wanted  to  work  it  out  this  way,  you 

must  compel  the  importer  to  make  affidavit  as  to  the  American 

valuation,  what  he  sells  it  for,  just  the  same  as  he  is  compelled  now? 

Mr.  Thoron.  Suppose  I  am  the  importer.     How  can  I  get  that 

data  ?     I  have  been  struggling  now  and  struggling  for  montla  to  get 

the  data  to  submit  to  the  Ways  and  Means  Committee,  and  while  I 

have  employed  the  resources  of  the  Department  of  Commerce  and 

of  our  friends  abroad,  I  have  not  got  anvthing  satisfactory  at  all, 

anything  I  would  think  would  be  worth  suomittmg  to  the  committee 

to  form  a  basis  for  coming  to  a  conclusion,  and  I  doubt  whether 

anybody  can,  because  conditions  are  so  abnormal  over  there  now. 

I  would  just  like  to  make  a  suggestion  to  the  committee  in  con- 
nection with  this  dye  schedule,  tnat  instead  of  working  out  the 
protection  the  way  the  bill  now  has  it,  you  give  those  gentlemen 
a  good,  large  specific  protection  on  a  sliding  scale,  because  7  cents  a 
pound  does  not  mean  anything.  You  may  have  a  50-cents-pound 
dye  or  you  may  have  a  $5-a-pound  dye,  and  there  is  not  sufficient 
variation  there  to  mean  anything.  I  would  suggest — I  do  not 
jmow  whether  the  figures  mean  anything  or  not,  out  simply  as 
illustration  of  the  idea — giving  them  a  good  high  specific  rate  on  a 
sliding  scaleplus  an  ad  valorem  rate. 

Senator  Watson.  How  would  you  give  specific  rates  on  all  the 
thousands  of  dyes  imported,  the  different  colors,  shades,  hues,  and 
variety  ? 
Mr.  Thoron.  They  are  all  based  on  their  invoice  value. 
Senator  Watson.  Then  just  changing  the  formula  a  very  little, 
making  the  color  very  nearly  like  the  color  you  use. 

Mr.  Thoron.  The  color  does  not  figure  in  it  at  all;  it  is  only  the 
question  of  the  price  of  the  color.  The  thing  we  are  after  is  to  have 
a  tariff  devised  just  so  simple  of  application  that  the  manufacturer 
who  wants  to  use  dyes  can  tell  what  his  alternative  is,  either  buying 
the  American  or  buying  the  foreign,  because  it  is  not  made  in 
America.  But  under  the  present  arrangement  no  man  can  tell  until 
it  has  actually  come  in  and  gone  through  all  the  processes,  and  by 
that  time  it  is  too  late  for  you  to  figure  your  costs.  I  am  not  a 
chemical  man;  I  have  not  the  slightest  idea  of  what  would  be  suffi- 
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cient  protection,  but  I  simply  suggest  this,  as  a  working  hypothe»h 
that  colors  of  a  value  up  to  50  cents  should  get  20  cents  specxS^ 
plus  the  40  per  cent  ad  valorem  on  the  European  value.  TV» 
European  value  is  easily  ascertained  under  the  present  system  of  the 
consiils  certifying  to  values  in  the  United  States.  It  is  a  perfecth 
clean-cut  proposition,  and  anybody  who  is  paying  an  honest  prio 
and  putting  it  in  his  invoice  can  tell  exactly  what  the  things  %n 
going  to  cost. 

Senator  Smoot.  In  other  words,  taking  the  value  at  20  cenU  \r 
Germany,  which  would  be  100  per  cent,  you  would  give  20  cent*  i 
pound  specific  and  40  per  cent  ad  valorem,  which  would  be  $1.40* 

Mr.  Thobon.  In  sucn  a  case  it  would  work  out  that. 

The  Chairman.  I  suggest  he  be  permitted  to  read  his  program 
without  interruption. 

Senator  Smoot.  I  am  going  to  find  out  if  I  understand  it  as  h** 
understands  it.     I  asked  nim  that  and  I  got  his  answer. 

The  Chairman.  All  right. 

Mr.  Thoron.  The  next  provision  would  be  from  50  cents  to  I!. 
40  cents  plus  40;  from  $1  to  $2,  50  cents  plus  40:  from  $2  to  $^>. 
60  cents  plus  40;  from  $3  and  above,  70  cents  plus  40  per  cent. 

But  we  would  suggest 

Senator  Smoot  (interposing).  Have  you  any  idea  how  it  wouW 
work  out  ? 

Mr.  Thoron.  I  have  not  the  slightest  idea  of  how  that  would  work 

Senator  Simmons.  Just  as  a  basis  for  illustration  ? 

Senator  Reed.  As  an  illustration  of  a  method  rather  than  a  fixe«: 
rule? 

Mr.  Thoron.  As  an  illustration  of  a  method  which  would  be  simplt 
for  us.  We  would  suggest  that  as  these  rates  are  terrifically  hip. 
and  as  the  necessity  ofthe  high  protection  decreases  with  time,  tnat 
a  provision  be  made  to  reduce  the  specific  10  cents  each  year  to  a 
mmimum  of  10  cents,  and  come  back  to  normal.  In  other  wonL*>. 
on  the  very  high  expensive  dyes,  which  are  probably  those  that  the; 
have  not  succeeded  in  making  yet,  it  would  take  six  years  to  get  it 
down  to  a  10-cent  protection. 

Gentlemen,  you  must  remember  that  manufactiu-ers  are  not  the 
hogs  that  we  are  pictured  to  be.  Up  in  New  Endand  we  have  gotten 
a  very  bad  character,  I  am  afraid,  because  oi  people  thinking  wr 
wanted  a  good  deal  of  protection  for  cotton  and  woolen  industries. 

Senator  Reed.  Did  you  establish  a  factory  in  Alabama  ? 

Mr.  Thoron.  We  established  a  factory  in  Alabama,  because  wf 
found  it  impossible  to  make  certain  cloths  in  our  northern  mill  on  « 
competitive  basis  with  the  southern  mills,  and  the  cloths  we  made  in 
the  South,  part  of  them  we  finished  in  the  North.  None  of  them  cac 
we  manufacture  in  the  North  on  a  competitive  basis. 

My  company  is  99  years  old.  We  celebrate  our  hundredth  anni- 
versary next  year,  ana  in  the  last  20  years  our  imfortimate  comin«>o 
stockholders  have  succeeded  in  getting  an  average  3}  per  cent  (»n 
their  investment.  >  So  we  have  not  made  exorbitant  sums.  We  have 
had  fom*  very  good  years,  and  I  do  not  deny  it,  and  we  are  in  very 
good  shape  now.  We  have  paid  the  Grovemment  very  much  moit 
the  last  two  or  three  years  tnan  our  stockholders  have  received  in 
20  years. 
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What  I  wanted  to  say  is  this:  I  do  not  belieye  any  manufacturer 
an  tell  absolutely  what  protection  he  really  needs.  The  amount  of 
rotection  which  will  be  satisfactory  while  you  can  theoretically  work 
t  out,  various  people  have  undertaken  to  do  it,  though  in  actual 
practice  it  never  comes  exactly  the  way  the  theory  does,  because 
he  demand  of  supply  comes  in  there,  and  a  very  aoundant  supply 
n  an  European  country  of  the  article  will  make  the  nianufactiu:er 
^ery  willing  to  part  with  his  goods  at  a  smaller  price — ^if  not  profit, 
I  small  loss — and  the  mere  question  in  the  difference  in  the  cost  of 
vages  are  raw  material  becomes  obliterated  for  the  time  being  under 
hese  cross  currents  which  come  in  and  affect  it.  I  think  that  is  one 
>f  the  cross  currents  we  are  threatened  with  now. 

He  does  not  know  how  much  protection  he  really  needs.  It  is  a 
matter  of  experience.  He  has  tne  feeling  that  from  his  experience 
lie  is  not  getting  enough  or  that  he  needs  more.  He  does  not  know 
how  much  he  needs,  and  he  sees  how  important  it  is  that  he  gets 
enough,  that  his  industry  should  not  be  destroyed;  and,  taking  no 
chances,  he  is  apt  to  tjy  to  err  on  the  safe  side. 
Senator  Watson.  And  always  takes  enough. 

Mr.  Thobon.  And  always  take  enough.  I  do  not  think  that  is 
had  against  him.  It  is  not  through  his  covetousness;  it  is  through 
his  ignorance,  and  you  can  not  get  over  that.  You  can  figure  to 
dooiraday  and  the  theory  will  not  work  out.  I  just  want  to  say 
that  apologetically. 

I  would  suggest  to  these  dye  people  that  it  is  nonsense  to  say  that 
they  can  not  exist  except  by  embargo.     They  are  not  worse  threatened 
with  an  avalanche  of  German  goods  than  we  are  threatened  with  an 
avalanche  of  cheap  German  textiles:  and  yet  we  are  prepared  to 
take  om-  medicine,  and  hope  that  after  the  avalanche  is  over  there 
will  be  enough  of  us  left  to  keep  going  if  we  have  decent  protection. 
I  believe  it  is  a  fact  that  between  1870  and  1883  there  was  a  suffi- 
ciently high  tariff  to  induce  certain  people  to  indulge  in  certain 
brancnes  of  the  chemical  industry — the  aniline  branch — ^with  success. 
They  got  started  rather  late,  and  they  found  it  profitable  until  1883, 
when  the  tariff  was  changed,  and  that  seemed  to  have  put  them  out 
of  business.     But  if  in  those  days  with  no  start  at  all  a  proper  tariff 
act  would  make  it  possible  for  tHem  to  compete  properly  with  Europe. 
there  is  no  doubt  to-day,  with  the  experience  which  they  have  and 
the  start  they  have,  that  a  proper  tarifi  ought  to  make  it  possible  for 
them  to  continue. 

I  suggest  this  sliding  scale,  because  if  it  is  found  that  by  applying 
the  sliomg  scale  it  materially  helps  their  situation  so  far  as  foreign 
commerce  is  concerned,  it  will  be  a  relatively  easy  matter  to  suspend 
the  tariff  for  a  year,  because  this  must  be  an  experimental  question. 
No  person  can  actually  tell  what  is  going  to-day  to  protect  and  what 
IS  not  going  to  protect.  But  we  want  it  found  in  such  a  simple  way 
that  we  can  tell  what  the  things  cost. 

I  will  not  t-ake  any  more  time  of  the  committee.     I  have  here  a 
jnere  outline  of  what  I  have  said  in  this  printed  brief,  which  I  will 
begleave  to  file. 
The  Chairman.  It  will  be  printed. 
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(The  brief  submitted  by  Mr,  Thoron  is  printed  in  full,  as  foUovs:' 

OTB  BMBAOBO. 

July  25.  ItfU 
Koa.  Boies  Penrosb, 

Chairman  Committee  on  Financef  United  States  Senate^  Washington^  Z).  C. 

Dear  Sir:  The  Merrimack  Manuf^turing  Go.  is  engaged  in  tiie  numufiKtarf  rf 
cotton  textiles,  and  nses  dyestuffs  for  the  purpose  of  finishing  its  product  and  mabac  t 
ready  for  the  domestic  and  f<»eign  market. 

The  tariff  bill,  H.  R.  745«>  as  originally  reported  to  the  United  States  Homae  ol  iUf^ 
resentatives  contained  (in  par.  27)  a  provision  for  the  protecdon  of  the  dyestuff  iod» 
tries,  in  effect  providing  lor  embar^  and  licensing  in  addition  to  sabstantial  tm' 
protection  (in  par.  26).  This  provision,  before  the  passage  of  the  bill,  was  stnick  nrt 
and  the  question  now  comes  before  your  committee  metfater  or  noi  it  should  be  reHor^ 
In  our  opinion,  to  do  so  would  be  fatal  to  our  industry  and  other  dye-usipg  tesxi.* 
industries. 

Tariff  and  economic  questions  are  at  best  very  complicated,  and  no  fonnnla^r 
solving  them  has  yet  been  discovered  that  is  more  than  sentimentally  conviiiriftf 
O)nditions  change  so  rapidly  that  what  might  be  a  good  solution  yesteniav,  cmam  v  • 
be  BO  to-day.  The  best  one  can  o^er  is  one's  matured  judgment  founded  on  aa  n  | 
tended  busmess  experience.  ^ 

Before  the  war  the  dye-using  industries  were  almost  wholly  dependent  on  the  (i«r 
man  manufacturers  for  their  supplies  of  dyestuffs.  The  Germans  had  bioacfat  tb<9' 
industries  to  a  high  state  (tf  technical  perfection;  their  product  was  uniform  t:  * 
good,  and  available,  at  not  unreasonable  prices,  to  everybody. 

The  American,  the  British,  French,  Swiss,  or  Italian  dyer  was  consequently.  « 
far  as  dyes  were  concerned,  able  to  finish  in  as  eood  and  durable  quality  of  finish  v 
their  German  competitor.  The  dyes  were  freely  exported,  and  were  quickly  |v»> 
curable  from  importers  or  dealers  in  quantity  and  when  needed. 

The  situation  was  entirely  changed  by  the  war.  The  supply  of  German  dy«  i» 
more  or  less  rapidly  exhausted,  and  the  chemical  industries  in  England  and  Anma 
undertook  to  supply  the  deficiency  by  enlarging  and  perfecting  their  faciKtMv  tr. 
certain  lines  with  great  success,  in  otner  lines  with  moderate  success,  and  in  *til 
other  lines  nothing  was  attempted  or  the  result  of  the  attempt  was  unsatiiianor 
If  the  dye  users  produced  an  inferior  finish,  the  public  was  forced  to  buy,  %»  tb*^ 
was  nothing  better  available. 

With  the  termination  of  the  war  and  the  probable  availability  from  German  mur^ 
of  dyes  temporarily  nonexistent,  of  more  standard  dyes  in  competition  with  tkn* 
manufactured  at  home  with  indifferent  success,  and  of  cheaper  ayes  in  competitift 
with  the  successful  ones,  the  question  of  protecting  this  inUnt  branch  of  the  cfaenut^ 
industry  became  acute. 

In  England  the  Government  had  committed  itself  to  doing  something,  and  f>  r^ 
deem  its  promise,  without  committing  itself  to  a  protective  tariff,  imagined  tir 
embargo  and  Ucensing  method,  against  the  judgment  of  most  dye  uaen  and  o««r 
their  protest. 

Mr.  Longworth  and  the  Chemical  Foundation  seem  to  have  received  their  ta*pi 
ration  from  the  English  plan,  foigettinp,  however,  that  in  England  there  was  a  p*? 
chological  objection  to  a  protective  tariff  and  that  consequently  the  ordinary  s>rt«s 
of  protection  was  not  available. 

Now  our  position  as  a  dye-using  manufacturer  of  textiles  is  most  aimply  stated  i.* 
follows: 

1.  To  successfully  compete  in  our  home  market  or  in  any  foreign  market  wp  mcrt 
produce  as  fast  and  fine  a  color  finish  to  our  fabrics  as  our  foreign  competitofs  do. 

If  we  do  not,  our  goods  will  be  driven  from  the  market. 

2.  To  do  this  we  must  have  easily  available  as  good  dyes  as  our  foreign  competiui*- 
This  is  absolutely  necessary,  and  can  not  be  dodged. 

3.  The  Question  of  price,  while  important,  is  secondary  to  the  question  of  quaht^ 
and  availability. 

We  recognize  that  the  dye  manufacturers  are  entitled  to  tariff  protection. 

4.  The  embargo  prMKwed  is  deadly  to  our  interests  so  far  as  it  prohibits  the  impor 
tation  of  foreign  dyes  of  more  standard  or  uniform  or  better  quality  than  domestic  one* 

5.  The  licensing  feature  as  originally  planned,  and  as  now  in  actual  opmt)'(c 
under  temporary  legislation,  is  equally  deetmrtive  in  causing  impoanble  delay*  u> 
obtaining  dyes  not  made  in  this  country.  We  are  no  longer  able  to  go  to  a  dealer  fto<* 
buy  them  as  we  need  them  and  have  them  at  once. 

It  seems  to  us  that  no  very  extensive  experience  in  business  is  required  to  appf«*' 
ciate  the  correctness  of  the  foregoing  five  propositions.     And  the  conclusion  is  ob\  k*^* 
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lat  under  the  embai)^  and  Uoensing  plaa  a  certain  portion  of  the  dye-uaing  textile 
tMloBtry  must  be  sacnfioed,  unleaB  a  similar  plan  be  applied  to  foreign-dyed  textUes 
^htch  might  come  into  competition.  Even  then  it  would  not  help  ub  in  an  export 
ooipetitive  market. 

6.  W«  believe  that  the  dye  maJceis  can  be  adequately  protected  by  the  usual  pro- 
ective  tarifif  methods,  and  if  it  is  shown  thateuch  protection,  to  be  eaective,  must  be 
mii0iially  high,  a  corresponding  protection  should  be  given  to  dyed  textiles. 

Such  a  method  will  avoid  putting  dye  usera  at  the  mercy  of  a  monopoly  at  home,  in 
iie  end  move  fatal  than  the  much-feared  German  monopoly  abroad. 

The  dye  makers  have  put  great  stress  on  what  we  call  the  patriotic  argument.  This 
«  a  highly  tedinical  matter,  and  while  they  have  been  unusually  active  in  collecting 
testunonials  and  printing  them  in  the  daily  papem,  we  confess  we  have  not  found 
tbecn  conviscing. 

1:  We  are  not  convinced  that  the  safety  of  the  country  depends  on  the  dye-making 
induatry. 

2.  Thtat.  while  we  admit  a  prosperous  chemical  industry  may  be  of  aadstance,  we 
do  not  believe  this  prosperity  depends  on  embargo  or  licensing. 

3.  We  bdieve  the  chemical  industry  will  prosper  perfectly  on  a  proper  tariff;  and, 
so  far  as  the  dye  end  is  concerned,  in  proportion  as  the  dye  users  prosper. 

4.  If  they  hurt  the  dye  users  of  the  finer  dyes,  they  will  hurt  themselves  just  where 
they  insist  they  wish  to  develop. 

It  ifi  absurd  to  suppose  that  the  universal  hostility  displayed  by  textile  dye  users  in 
England  was  prompted  by  anything  but  good  business  sense.  And  it  is  obvious  the 
propoeed  l^^iuation  will  insure  great  prosperity  to  German  textiles  dyed  with  their 
dyes  at  the  expense  of  American  textiles  dyed  with  unreliable  or  inferior  dyes. 

The  proponents  of  the  embargo  and  licensing  method  of  protection  have  already 
recognized  tibe  merit  of  some  of  the  objections  we  have  outlineid,  and  have  endeavored 
to  overcome  them  by  substantial  modification  of  the  existing  law  so  far  as  licensing  is 
concerned.  We  have  actual  experience  under  the  present  temporary  l^;islation. 
We  know  our  fears  are  not  imaginary;  we  know  how  oad  the  system  is  in  practice. 
We  think  we  are  qualified  to  judge  whether  or  not  the  proposed  modification  overcomes 
the  difficulties  we  are  now  contending  with.  Our  opinion  is  that  the  plan  is  not 
practical  and  is  distanctlv  wocse  than  what  it  is  intended  to  improve. 

Let  us  first  examine  the  provisions  of  the  bill  as  it  has  come  from  the  House  of 
Representatives,  and  then  consider  those  contained  in  paragraph  27  of  the  original 
bill  as  introduced  in  the  House  of  Representatives. 

Coal-tar  products  are  geneially  divided  into  two  classes: 

A.  Those  that  are  not  '* colors,  dyes,  or  stains,  etc.,"  which  are  to  be  dutiable  at 
7  cents  per  pound  and  30  per  cent  ad  valorem. 

B.  Those  that  are  *' colors,  dyes,  and  stains,  etc.,''  which  are  to  be  dutiable  at 
7  cents  per  pound  and  'ib  per  cent  ad  valorem. 

As  the  bill  now  comes  frani  the  House  of  Representatives  the  for^j^ng  summarizes 
the  protection  afforded.  If  the  Senate  is  satisfied  that  protection  is  to  oe  given  the 
dye  industry  by  the  foregoing  method,  the  only  question  which  concerns  the  dye 
user  is: 

Is  it  reasonable,  and  what  oompensation  will  you  give  us  to  equalize  the  situation 
in  competition  with  the  foreign-^iyed  textiles  where  a  less  expensive  and  at  least 
equally  reUahle  dye  is  used? 

So  far  as  the  dye  users  are  concerned,  dves  are  a  raw  material  and  one  of  the  jprimary 
hKtors  of  cost.  An  unintelligent  tari^  placed  upon  them  may  ruin  a  whole  mdustry 
which  uses  them. 

iiet  us/ leaving  aside  the  question  of  whether  a  protective  rate  can  be  found  which 
will  make  it  possible  for  the  dye  industry  to  survive  at  a  profit,  pass  to  a  consideration 
of  the  evils  threatened  in  the  proposed  paragraph  27 — evils,  at  least,  from  the  dye- 
using  manufacturers*  standpoint;  of  those  the  importer  may  conceive  in  it,  we  are 
not  competent  to  speak. 

The  proposed  paragraph  27  proceeds  on  the  assumption  that,  notwithstanding  a 
high  rate  of  protection,  the  foreign  manufacturer  will  find  it  profitable  to  liquidate 
his  surplus  stock  upon  us  at  a  lower  price  than  the  American  manufacturer  can  hope 
to  meet.  Therefore  the  whole  dye  market  must  be  turned  over  to  it.  Beco^nizing, 
however,  that  there  are  some  dyes  it  has  not  succeeded  in  making  at  all,  and  others, 
for  eome  reason  or  other^  are  not  as  dependable  as  foreign  dyes,  the  following  machinery 
bas  been  devised  to  take  care  of  the  situation: 

The  ooal*tar  products  are  to  be  divided  into  two  classes: 

A.  Those  obtainable  in  the  United  States  on  reasonable  terms  as  to  quality.,  prire, 
and  deUvery. 

B.  All  the  others. 
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.    Now.  the  first  diQicuIty  comes  in  deteni)ining  ^at  belongs  in  clan  A 
belongs  in  class  B.    About  some  dyes  there  will  be  no  question  ad  to  their  cl 
If  nonexistent  as  a  domestic  product,  they  go  into  B.     If  abundant  in  qnmntm 
excellent  in  quality,  and  reasonable  in  price,  tney  belong  to  class  A.    Uniartmimici> 
there  will  also  be  quite  a  number  on  tne  border  line,  owine  to  scarcity  or  diffHH*-: 
Quality  or  questioned  reasonableness  of  price.    As  the  detects  are  cured  or  recrr 
tney  will  shift  the  dye  affected  from  one  class  to  the  other.    Disputes  as  to  qmhti 
will  freouently  occasion  protracted  discussions.    The  consequent  ddiays  in  pecBua^ 
ing  the  Tariff  Commifision  of  its  error  will  be  the  causes  of  Iobks  of  l>ufliiieB«  ud  tf 
money. 

Certain  dyes  will  shift  from  class  A  to  class  B,  and  vice  versa,  on  account  of  imrt 
and  deliverv.  How  is  price  to  be  determined  when  the  manufactaien  state  \m 
frankly,  ancl  we  assiune  very  truthfully,  that  they  can't  tell  what  numy  of  T 
cost?  Delays  in  determining  whether  the  terms  of  aeliv^y  are  reasonable  may  i 
it  impossible  for  the  consumer  to  figure  his  own  deliveries,  to  say  nothing  of  tub 
costs.  Can  we  wait  30  days  for  a  hearing  before  we  undertake  any  business  and  tbfs 
be  faced  with  the  extra  expense  involved  in  presenting  the  evidence,  in  attendinr 
the  hearing,  which  expense  may  frequently  exceed  the  total  cost  of  the  dyes  needfc 
and  increase  the  cost  to  the  iiser  beyond  the  possibility  of  using  the  dye  at  all? 

No:  Sections  a,  6,  and  c  express  a  lovely  ideal,  but  their  provisions  are  absolute *>i 
impossible  in  actual  operation. 

Let  us  go  a  step  further  and  forget  for  the  time  being  the  snares  which  a,  6,  ami 
lay  for  the  unsuspecting  dye  user. 

Class  A  may  not  be  withdrawn  from  customs  custody  for  three  years. 

Class  B  may  be  withdrawn  under  certain  conditions.' 

When  it  comes  to  class  B  the  manufacturer  has  the  alternative  of  depending  on  mx 
importer '  'for  sale  **  for  his  supply  or  becoming  an  importer  himself '  'for  consumption 

As  we  do  not  know  how  readily  an  importer  for  sale  will  be  willing  to  opemte  unci*'* 
the  regulations  proposed,  nor  how  large  or  varied  a  stock  he  will  care  to  keep  in  bondet: 
warehouses,  waiting  upon  the  contingencies  of  w^hether  a  dye  happens  to  be  in  or  ou* 
of  classes  A  and  B,  the  manufacturer  must  be  ready  to  become  an  importer  for  cob 
sumption  and  speculate  himself  on  his  chance  of  ever  using  some  of  his  importation* 
before  the  expiration  of  three  years  or  of  any  extension  of  the  period  the  dye  user  may 
here:fter  insist  he  may  need. 

Now  to  become  an  importer  *  'for  consumption  " — 

1.  He  must  register  with  the  Tariff  Comnussion  (sec.  f ). 

We  assume  the  registration  will  be  granted  on  a  general  statement  and  the  ay« 
consumer  will  not  be  required  to  specify  minutely  what  particular  things  or  qunntitt^ 
he  is  likely  to  need. 

2.  Having  done  this,  if  we  understand  the  provisions  of  section  /,  he  may  impor 
all  he  wishes  and  store  his  importations  in  a  l)onded  warehoose— at  an  added  copc 
for  storage  and  insurance  and  added  risk  of  deterioration  or  other  casualty. 

3.  To  get  them  out  as  needed  he  must  submit  an  affidavit  that  he  wishes  to  ii» 
them  himself,  and  that  the  quantitA'  is  not  in  excess  of  his  needs  for  six  montltf 

Should  he  at  any  time  find  that  he  no  longer  has  use  for  what  he  has  withdrmvii 
he  must  get  pemussion  to  sell,  but  what  will  happen  to  what  he  has  not  withdrawn' 

To  have  these  privileges  at  all,  he  must  be  prepared  to  submit  to  the  inquimtKir. 
provided  for  in  sections  t  and  j,  and  he  may  be  comforted  by  the  provifiona  in  i 
annoyed  by  the  provisions  in  m,  have  hi^  const-ience  troubled  by  the  pnn'iaioQfi  in 
possibly  punished  by  those  in  p  and  q,  and  ultimately  taxeil  to'carry  oat  the  mdnub 
istrative  machinery  in  r  and  s, 

m 

Such  an  arrangement  will  not  encourage  industries  in  the  United  Stateit,  and  ^r 
can  not  grasp  the  optimism  which  conceive^ I  them. 
Respectfully  submitted. 

Merrimack  M.\KurACTViuxr»  <  < 
By  Ward  Thoron.  TYeamrrr. 

The  Chairman.  Mr.  John  B.  Kreider  was  present,  but  had  to  tak« 
a  train.  He  is  representative  of  the  Delaware  River  Chemical 
Works.  He  requested  me  to  have  filed  for  him  a  brief,  which  with 
the  consent  of  the  committee  I  will  do. 

(The  brief  of  John  Barnard  ELreider,  of  the  Delaware  River  Chemi* 
cal  Works,  referred  to  and  directed  bv  the  chairman  to  be  inserted 
in  the  record,  is  here  printed  in  full,  as  follows:) 
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PATEMENT  OP  THE  BONE  BlACK  INDUSTRY  OP  THE  UnTTED  StATES  APPEALING  FOR 

Favorable  Consideration  of  Paragraph  66  of  H.  R.  7456,  Bone  Black  or 
Hone  Char,  Blood  Char,  and  Decolorizing  and  Deodorizing  Chars  or 
Tarbons,  20  Per  Cent  Ad  Valorem. 

With  the  thought  and  wish  of  simplifying  and  expediting  the  matter,  a  comhined 
rief  is  herewith  submitted . 

The  following  signers  of  this  petition,  i.  e.,  Armour  Fertilizer  Works,  New  Orleans, 
A.;  Bau^  A  Sons  Co.,  Philadelphia,  Pa.;  Listers  Agricultural  Chemical  Works, 
lewark,  N.  J.;  Michigan  Carbon  Works,  Detroit,  Mich.;  Pacific  Bone  Coal  &  Fer- 
iizing  Co.,  San  Francisco,  Calif.;  Pacific  Guano  &  Fertilizer  Co.,  San  Francisco, 
alif.;  TexBB  Chemical  Co.,  Houston,  Tex. ;  comprising  all  domestic  manufacturers  of 
•r»ne  black  or  bone  char,  in  order  to  successfully  compete  with  foreign  producers,  ask 
aslstance  in  the  shape  of  tariff  protection.  These  proaucts  have  always  been  accorded 
ariff  protection  in  all  previous  tariff  bills  (with  the  exception  of  the  act  of  1913), 
rith  rates  ranging  from  a  maximum  of  25  per  cent  ad  valorem  in  the  act  of  1883  to 
10  per  cent  ad  valorem  in  the  Payne- Aldrich  bill. 

Paragraph  66  of  H.  R.  7466  now  bef(Mre  your  committee  contains  rate  of  20  per  cent 
kd  valorem  which,  while  not  according  the  extent  of  protection  asked  and  hoped  for 
n  brief  submitted  to  Hon.  Joseph  W.  Fordney,  chairman  of  the  Ways  and  Means 
^mmittee.  House  of  Representatives,  yet  is  recognized  by  the  industry  as  giving 
lasistance  in  the  maintenance  thereof. 

Domestic  manufacturers  of  bone  black  and  related  products  can  only  through 
unple  protection  successfully  meet  the  invasion  of  acute  competition  from  Frencn, 
(terman,  English,  South  American,*  Scotch,  and  other  European  countries. 

Realizing  that  the  fundamental  purpose  of  a  tariff  is  to  first  provide  revenues  from 
imports,  20  per  cent  ad  valorem  is  recognized  as  a  rate  that  will  readily  permit  of 
the  continuance  of  imports  and  at  the  same  time  afford  some  protection  to  domestic 
manufacturers. 

In  addition,  we  earnestly  request  that  your  body  will  devise  and  apply  a  remedy 
to  present  abnormal  low  rates  of  international  exchange,  since  without  some  equah- 
TEtion  in  exchange  20  per  cent  will  not  afford  adequate  protection  against  inevitable 
injurious  compatition  from  abroad,  although  if  based  on  American  valuation  this 
exchange  difference  would  be  appreciably  offset. 

The  domestic  manufacturers  whose  names  are  listed  above  are  laige  producers  of 
the  above-mentioned  articles,  having  much  capital  invested  in  their  plants,  devoted 
to  the  making  of  these  products  and  which  articles  of  manufacture  nave  been  pro- 
duced for  many  years,  in  some  individual  cases  covering  a  period  of  40  years  or  more. 

Bone  black  or  bone  char  fulfills  an  indispensable  part  in  the  purification  of  cane 
sugars  and  in  the  food  products  made  by  the  corn-sirup  industry.  It  also  is  used  in 
thp  processes  of  oil  refining  and  water  purification. 

Bone  black  or  bone  char,  while  performing  an  indispensable  part  in  the  refining 
of  cane  sugar,  is  found  to  add  but  an  infinitesimal  expense  to  the  refining  cost  of  sugar 
'i.  e.  nineteen-thousands  of  1  cent  per  pound  of  refined  sugar),  according  to  data  se- 
cured by  the  United  States  Tariff  Commission  and  listed  below  as  information: 

^^ompari^n  of  the  average  cost  of  bone  char  per  pound  of  refined  sugar  with  the  total  cost 

of  refining. 


[Figures  taken  from  the  books  of  a  number  of  representative  refineries.] 

Year. 

Cost  of 
bone 
ohar. 

Total 

refining 

oast. 

4 

Year. 

Cost  of 
bone 
char. 

Total 

refining 

cost. 

J9I4... 

SO.  00010 
.00010 
.00009 

$0.00420 
.00424 
.00452 

) 

1917 

Sa  00015 
.00019 
.00017 

$0.00713 

1915 

1918 

.00961 

V«6....      

l&10(6mos.) 

.00889 

^ne  black  or  bone  char  or  animal  charcoal,  as  it  is  also  called,  is  not  used  in  any 
^^ij^  the  beet-sugar  industry  or  in  the  producing  of  raw  cane  sugar. 

.|he  domestic  bone  black  companies,  oi  which  there  are  a  sufficient  number  to  pro- 
^<ie  ample  supplies,  indeed,  amounting  to  a  surplus,  of  bone  black  for  the  Umted 
otates,  have  kept  abreast  of  the  times  bv  installing  improved  machinery  when  found 
jeceHBary  for  the  efficient  operation  of  their  plants  for  the  purpose  of  producing  bone 
^»ck  at  the  lowest  cost. 
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The  importation  of  bone  black  without  duty  would  prove  a  menace  to  the  vh>«*- 
industry. 

A  laige  number  of  employees  obtain  their  livelihood  by  working  in  domeatic  piAov 
where  bone  black  or  bone  char  is  produced. 

Unsuccessful  competition  with  Europe  and  South  America  would  result  in  duaipf*' 
to  this  field  of  labor  and  other  related  lines  of  occupatioo  tJiat  are  dependent  nprx 
production  for  their  continuation. 

The  cost  of  foreign  labor  used  in  the  plants  making  bone  black  or  b<»e  char,  a 
obtained  by  us,  indicates  that  on  an  avers^e  the  rate  of  wage  being  paid  in  the  Unit^- 
States  is  from  four  to  five  times  as  great  as  that  paid  in  contineniii  Europe  for  ol 
skilled  and  skilled  labor.  Th^efore,  it  is  self-evident  that  European  manufiactuivn 
are  reaping  a  big  advantage  in  their  costs,  which  fact,  coupled  wiUi  that  of  abnormail-i 
low  rates  of  exchange  that  are  now  prevailing,  are  senously  operating  to  the  detho^ec' 
of  domestic  producers. 

Severe  foreign  competition  is  already  being  felt,  with  Uie  further  certainty  that  th&* 
situation  will  be  aggravated  as  the  forei^  producers,  who  have  been  anected  b^ 
curtailment  due  to  the  war,  gradually  eet  into  full  swing. 

Cheap  foreign  labor  abroad,  in  whicn  can  be  included  child  labor  and  armies  «: 
unemployed,  causes  apprehension  and  fear  that  this  unemployment  calami tv  wi\. 
extend  to  and  in  the  United  States  if  adequate  tariff  protection  be  not  afforded. 

As  information  we  are  listing  below  bone-black  duties  existing  in  previous  tariff  acw 


Act  of— 

Para- 

graph. 

Rates 

of  duty, 

spociflc 

and  ad 

valorem. 

Act  of— 

Para- 
graph. 

aii4»i 

1883 

88 

13 

9 

Percent. 
25 
25 
20 

1807 

10 

10 

447 

PfTff^ 
J' 

IggO. 

1900 

1913 

J> 

1804 

Tt^ 

It  is  the  firm  con\riction  of  this  industry  that  unless  the  needed  protection  hfrvu 
asked  for  is  accorded,  the  bone  black  or  bone  char  business  of  these  domestic  nUrt'^ 
will  be  impaired  or  ruined  through  adverse  foreign  competition  above  dtetl  ai.! 
especially  with  present  low  international  exchange  rates  acting  as  an  added  ad^'antJC* 
to  foreign  shippers  and  to  the  extreme  disadx^antage  of  domestic  manufactnren 

Accordinglv,  we  most  earnestly  ask  favorable  action  from  your  body  on  paragnph 
66  of  H.  R.  7456. 

Respectfully  submitted  by  the  bone  black  industry  of  the  United  Statei. 

Gboroe  B.  Burton,  Detraitj  Jiirh.. 
J.  B.  Kreider,  Philadelphia,  Pa., 

CammitUt 

The  Chairman.  There  is  one  more  person  here  to  be  heard,  and  1 
hope  he  can  be  brief,  and  then  I  will  ask  the  committee  to  hold  a 
very  brief  executive  session.  The  committee  will  now  hear  Mr.  C.  G. 
Atwater,  who  will  submit  his  views  on  the  subject  ol  sulphate  of 
anmionia.     Do  you  desire  merely  to  file  a  brief  or  make  a  statement ' 

STATEMENT  OF  MR.  C.  G.  ATWATEB,  BEPBESEBTTnTO  COI- 
MITTEE  OF  BT-PBODXJCTS  COKE  PBODUCEBS  ABD  GAS 
MAHUFACTXTBEBS,  BEW   70BK,  H.  T. 

Mr.  Atwater.  I  should  like  to  make  a  statement. 

The  Chairman.  How  long  will  it  require  i 

Mr.  Atwater.  I  will  mate  it  as  brief  as  I  possibly  can. 

The  Chairman.  How  lon^  wiU  that  be  ? 

Mr.  Atwater.  Fifteen  nunutes. 

The  Chairman.  Will  you  be  here  on  Monday  ? 

Mr.  Atwater.  I  had  not  intended  to  be. 

The  Chairman.  Try  to  make  it  as  short  as  you  can.     Proceed. 
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Mr.  Atwatsr.  I  appear  on  behalf  of  th©  by-products  c5oke  pro- 
icers,  who  wish  the  House  duty  on  sulphate  of  ammonia  retained 
S12  a  net  ton. 

The  Chairman.  You  got  your  duty  fixed  in  the  House  ? 
Mr.  Atwater.  The  duty  is  included  in  the  present  tariff  bilJ. 
The  Chairman.  It  is  hardly  necessary  to  ar^e  to  us  on  that.     You 
•e  satisfied  with  the  present  duty  ? 
Mr.  Atwater.  Yes. 

The  Chairman.  You  had  a  hearing  before  the  House  committee  ?: 
Mr.  Atwater.  Yes. 

The  Chairman.  You  represent  these  associated  operators  as  an 
ttomey  ? 

Mr.  Atwater.  Yes. 

The  Chairman.  You  are  satisfied  and  have  had  your  hearing  ? 
Mr.  Atwater.  Entirely. 

The  Chairman.  And  if  you  can  keep  that  you  will  be  satisfied  ? 
Mr.  Atwater.  We  shall  be  very  happy. 

The  Chairman.  Do  you  desire  permission  to  file  an  argument  ? 
Mr.  Atwater.  Yes.  * 

Tlie  Chairman.  You  may  do  so. 

(The  brief  submitted  by  Mr.  Atwater  and  directed  by  the  chairman 
o  be  inserted  in  the  record  is  here  printed  in  full,  as  follows :) 

At.  Chairman  and  Gentlemen  of  the  Committee: 

Pursuant  to  the  request  of  this  committee  that  one  person  present  all  the  arguments 
)f  a  particular  industry  regarding  a  single  item,  the  committee  of  by-product  coke 
producers  and  gas  manufacturers  have  requested  me  to  appear  before  you  and  present 
facta  in  support  of  their  requested  tariff  on  sulphate  of  ammonia. 
A  list  of  the  organizations  represented  by  this  committee  is  as  follows: 
Indiana  Coke  <fe  Gas  Co.,  Terre  Haute,  Ind. :  Laclede  Gas  Co. ,  St.  Louis,  Mo. ;  Rainey- 
Wood  Coke  Co.,  New  York  City;  The  Koppers  Co.,  Pittsburgh,  Pa.;  New  York  Con- 
solidated Gas  Co.,  New  York  City;  Mid  vale  Steel  <fe  Ordnance  Co.,  Philadelphia,  Pa.; 
Seaboard  By-Product  Coke  Co.,  Jersey  City,  N.  J.;  Minnesota  By-Product  Coke  Co., 
St.  Paul,  Minn.;  New  England  Fuel  &  Transportation  Co.,  Boston,  Mass.;  Chicago 
By-Product  Coke  Co.,  Chicago,  111. 

I  first  desire  to  impress  upon  the  committee  that  no  association  exists  in  the  by- 
product coke-oven  ttade;  free  and  unrestricted  competition  exists  in  the  sale  of  by- 
product coke.  Besides,  by-product  coke  competes  with  the  coke  made  by  the  wasteful 
whive  method  and  sulphate  of  ammonia,  the  principal  by-product,  competes  with 
''hile  nitrate  or  sodium  nitrate,  another  fertilizer  product  and  war  material  which  is 
on  the  free  list  in  this  bill  and  on  which  no  duty  nas  been  requested.  Likewise  it 
competes  with  cyanamide,  a  nitrogenous  fertilizer  also  on  the  free  list. 
TEere  are  three  classes  of  nitrogenous  products  that  can  be  considered  as  fertilizers: 
L  The  oi*gamc  ammoniates:  Under  this  head  come  cottonseed  meal,  slaughter- 
house tankage,  gu*bage  tankage,  dried  blood,  fish  scrap,  and  similar  materials. 

2.  The  inorganic  ammoniates:  This  includes  sulphate  of  ammonia  and  the  other 
^inmonia  salts  Uiat  may  be  used  for  fertilizer  purposes.  Calcium  cyanamide  also 
comes  imder  this  head. 

3.  Nitrates:  Thia  class  is  represented  by  Chilian  nitrate  of  soda. 

The  oiganic  ammoniates  are  produced  in  this  country  in  considerable  (quantities 
^d  are  extensively  used  as  fertilizers.  A  certain  portion  of  these  products  is  used  for 
cattle  feeding  and  other  higher  class  purposes,  but  a  large  part  of  the  total  product  is 
8till  used  for  fertilizer  purposes,  including  many  products  that  are  otherwise  wasted. 
Thifl  supply  is  not  affected  by  the  proposed  legislation. 

l^^nder  the  head  of  nitrates  the  only  product  to  be  considered  is  Chilian  nitrate  of 
^.  This  is  all  imported  from  Chile,  the  normal  amount  brought  into  the  country 
More  the  war  being  about  600,000  tons  per  year,  of  which  40  per  cent  is  used  for 
fertilizer;  40  per  cent  for  explosives;  and  20  per  cent  in  the  manufactures  and  in  the 
wta. 

Under  the  head  of  inorganic  ammoniates  is  sulphate  of  ammonia,  a  product  with 
^hich  we  are  particularly  concerned.  This  heading  also  covers  calcium  cyanamide, 
vhich  is  not  produced  in  the  country,  but  is  made  in  a  plant  in  Niagara  Falls,  just  over 
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the  line,  practically  all  of  its  output  cominj^  into  this  country  duty  free.  Sulphite d 
ammonia  is  extensively  used  in  the  manufacture  of  mixed  fertilizers,  in  fact  formii 
part  of  nearly  all  the  commercial  mixtiures  on  the  market,  and  is  also  used  by  itidf 
as  a  separate  application  in  increasing  quantities. 

Practically  all  of  the  fixed  nitrogen  artificially  produced  in  the  United  States  ■ 
manufactured  by  the  by-product  coke  oven  industry  and  the  gas  indu8tr\'.  in  tbefoa 
of  ammonium  c6mjx)unds,  but  principally  in  the  form  of  sulphate  of  ammonia. 

The  protection  desired  is  not  protection  against  the  importation  of  all  fertiliar 

products  containing  lixed  nitrogen.     It  is  not  protection  against  natural  oompetitifln 

as  no  protection  is  requested  ajiainst  Chilean  niter.     Our  domestic  ammonia  indvJ 

tries  have  steadily  grown  in  sjnte  of  this  sort  of  competition.    Xeither  are  we  com 

cenied  with  other  competing  products,  such  as  calcium  cyanimide.    We  are  prinf^l 

pally  interested  in  sulphate  of  ammonia,  which  is  our  most  important  commerdiil 

compound  of  ammonia  and  our  most  important  artificial  nitrogenous  product.    Itkl 

recognized  that  the  by-product  coke  and  gas  industries  may  properly  face  home  compe^l 

tition  ^^'ith  the  sulphate  of  ammonia  that  they  manufacture — competition  fromttel 

fixation  of  atmospheric  nitrogen  and  from  ammonia  produced  by  other  iDduBtriflLl 

Such  competition,  if  normal,  legitimate  and  not  subsidized,  is  not  feared.    It  is  evm  I 

welcomed  as  part  of  the  industrial  progress  in  making  America  independent  initol 

resources  of  nitrogen  com])ounds.    It  is  recognized  that  home  competition  and  At  J 

normal  development  of  com|>eting  industries  are  likely  to  bring  about  a  gndMll 

reduction  in  tne  price  of  sulphate  of  ammonia  and  other  compounds  of  ammoniLB 

We  do  not  ask  for  artificial  protection  against  what  is  normal  e<'onomic  pro(>Te6i-         I 

What  we  do  fear  is  an  abrupt  and  demoralizing  fall  of  prices  due  to  the  floodiiigdl 

our  markets  with  imnaturally  cheap  material  maiuifactured  in  German  subsiduwiLl 

syndicate-controlled,  war-built  munitions  plants  and  that  the  American  product  will 

be  displaced  on  the  American  market  by  luuiaturally  cheap  material  made  by  k*<l 

priced  labor  in  these  plants  built  during  Vhe  war  to  manufacture  munitions.  ■ 

We  submit  Diagram  I.  showing  the  relative  prices  of  ammonium  sulphate  uiA 

sodium  nitrate.    (Omitted  in  printing.)  ^      ■ 

Shortly  after  the  European  war  broke  out  Germany  was  cut  off  from  the.ChilMiA 

nitrate  fields.    You  no  doubt  recall  the  naval  battles  fought  off  the  coast  of  CliileM 

between  the  Germans  and  the  Pritish  for  their  control.    Even  in  peace  times  Gennttf  I 

was  dependent  upon  Chile  for  about  one-half  the  fixed  nitrogen  she  consumed.    Being  ■ 

cut  otT  from  this  sup])ly.  she  was  therefore  dependent  on  her  home  production  far  I 

nitrogen  for  both  munition  and  agricultural  uses.    She  had  (iisplaced  every  wastdfll J 

beeluve  coke  oven  by  by-product  coke  ovens  long  before  the  war.  and  was  nsMKH 

sarily  limited  in  increasing  her  nitrogen  ])roduction  through  the  building  of  additkod  ■ 

coke  ovens.    She  had.  however,  through  years  of  experimentation,  preparatioiii  and  I 

large  expenditures.  devclo])ed  the  necessary'  technical  and  chemical  organization  to  1 

imnierliately  build  plants  for  the  fixation  of  atmospheric  nitrogen  by  the  Haber  ani  I 

cyanamid  processes.     These  plants  were  built  with  a  capacity  for  the  production  of  I 

sulphate  of  animouia  or  comparable  products  three  times  as  great  as  her  prewar  ctpM-  1 

ity  from  by-product  coke  ovens.    Ciermany's  present  capacity  for  the  production  of  i 

sulj)liate  of  ammonia  is  more  than  tour  times  as  great  as  the  production  capadt}'  d  I 

the  rnite<l  States  and  nearly  twice  the  production  of  the  entire  world  before  the  w»i.  I 

Her  maximum  home  d(>majid  is  less  than  one-half  her  production  capacity  and  she 

is  now  independent  oi  (^hile  nitrate.    She  will  liave  a  surplus  of  such  products  eqiii\*  ' 

lent  to  1.'><K).0{)0  tons  of  suli)hato  of  ammo.Mia  over  her  home  demand  if  she  opent« 

to  full  capacity. 

The  capacity  of  the  Tjuieil  States  is  more  than  equal  to  the  home  demand  for 
ammonium  sulphate  and  the  future  production  here  will  be  greater  than  the  demand: 
provided,  however,  that  the  exj)ansion  of  the  by-product  <H)ke-oven  industry  is  not 
interfered  with  by  competition  with  (Jenuan  war-built  planU.  which  are  at  present 
selling  sulj)hate  oi"  aininoiiia  at  one  half  the  normal  prewar  price. 

I  submit  Table  I.  being  a  <'omparisoji  of  ])rodu(^tion  ancl  consumption  of  sulphate 
of  ammonia  and  ecjuivalt^nt  materials  in  Germany  and  the  United  States  for  1913  and 
the  present  tini<»  'cliecked  by  Tariff  Coniniission). 

The  l)y-j)ro<luct  c«)kc  jinxlucers  have  stocks  of  sulphate  of  ammonia  now  on  hand 
in  excess  of  l(K).(HX)  tons.  There  is  little  demand  for  sulphate  of  ammonia.  Prwent 
price."*  range  as  low  as  ^'2  per  1(K)  ptmnds  delivered. 

I  submit  Table  11.  showing  average  i)rices  for  sulphate  of  ammonia  since  1913.  In 
only  (me  year.  11)14,  did  the  price  drop  below  S3  ])er  100  jwunds.  The  fair  price  lixed 
by  the  Govenimeni  (Wiring  the  war  was  Sl.5()  per  l(K)  jwunds. 
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ABLE  I. — Comparison  of  production  wnd  contumpdon  of  sulphate  of  ammonia  and 

equivalent  materials  in  Germany  ana  the  United  otates, 

OBBMANY,  1913. 

nni  action :  Net  tons. 

Sulphate  of  ammonia 530, 000 

<  yanamide,  26,000  toDB  (sulphate  of  ammonia  equivalent) 25, 000 

Haher  nitrogen,  7,000  tons  ("sulphate  of  ammonia  equivalent) 35, 000 

Total  production  (terms  of  sulphate  of  ammonia) 590, 000 

i>ii5umption: 

Sulphate  of  ammonia 500, 000 

Imported  Chilean  nitrate  (sulphate  of  ammonia  ec^uivalent) 500, 000 

(  yanamide,  26,000  tons  (sulphate  of  ammonia  equivalent) 25, 000 

Haber  nitrogen,  7,000  tons  (sulphate  of  ammonia  equivalent) 35, 000 

Total  consumption  (terms  of  sulphate  of  ammonia) 1, 060, 000 

GERMANY,  PRESENT. 

'rt^cnt  production  capacity,  sulphate  of  ammonia  equi\'alent: 

Haber-Boech  process,  sulphate  of  ammonia 1, 250, 000 

*  'oke  ovens,  sulphate  of  ammonia 700, 000 

Talcium  cyanamide  process,  cyanamide 600, 000 

Total  capacity  pnxiuction 2, 550, 000 

fVneent  probable  consumption  (disregard  that  Germany's  present  territory 
and  population  are  smaller  and  assume  present  home  reauirements  are  the 
t^ame  as  1913  and  that  they  will  be  supplied  entirely  from  domestic 
plants,  without  importation) : 

Present  production  capacity 2, 550, 000 

Present  demand,  based  on  1913  consumption 1, 060, 000 

Surplus  available  for  export  (terms  of  sulphate  of  ammonia) 1, 490, 000 

UNITED  STATES,  1913. 

Production: 

By-^^nxtuct  coke  industry,  sulphate  of  ammonia 153, 000 

(nis  industry  and  other  sources ^ 42, 000 

Total 195, 000 

Consumption: 

Sulphate  of  ammonia  produced  as  above 195, 000 

Exports 112 

Di  ffeience 194 ,  888 

Imports 61,000 

Total  consumption 255, 888 

UNFTBD  STATES,  1020. 

Production: 

By-product  coke  industry 400, 000 

(las  industry  and  other  sources 50, 000 

Total  production 450, 000 

(Consumption 390, 000 

Excess  production 60, 000 

Imports  1920  amounted  to  less  than  2,000  tons. 
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Ta BL E  II . — Sulphate  of  ammonia  imports,  United  SiaUs . 
[Figures  to  lOTO  from  Oil.  Paint,  and  Drug  Reporter.] 


Year. 


1913 
1914 
1915 
1916 
1917. 


Net 
tons. 


I  Average 
i     price 

;  perlOO 

■  potmds. 


61,000 
83,000 
63,000 
21,000 
9,003 


13.14 
2.71 
3.30 
3.88 
6.00 


Year. 


1918. 
!  1919. 
j  1920. 
I  1921. 


Net 
tons. 


p«n 


9,000 
2.580 

2.000 


Note.— Present  sales  price  in  GomuinT  is  t>3  per  net  ton,  as  against  900  in  rhe  United  Statfli,< 
per  100  pounds,  as  against  13  per  100  pounds. 


GERMAN  PREPARATION   FOR  CONTROL  OF   NITROGEN    INDUSTRY. 

We  have  ample  grounds  for  stating  that  at  least  three  of  the  German  cyanamide 
and  the  great  Iiaber  plant  at  Meraeburg  were  built  with  Govemment  funds.    Ai 
onianization,  capitalized  at  500,000,0(X)  marks,  holds  the  Haber  plant,  the  coo 
which  is  vested  in  the  German  Dye  Kartell.    The  fixing  of  prices  and  of  export  <_ 
is  handled  by  the  German  Stick  stof!  Syndikat,  which  controls  over  90  p^  cent  of  I 
German  nitro^n  producing  capacity  and  numbers  representatives  of  various  Gov« 
ment  ministries  on  its  board  of  directors.    The  threat  of  such  a  Govemment  ht* 
dized  industry  is  not  an  idle  one,  as  can  be  gathered  from  the  following  incident  (I 
the  Gas  World,  Coking  Section,  Apr.  2, 1921,  p.  41^: 

''An  important  general  meeting  of  members  of  the  British  Sulphate  of  Ai 
Federation  was  held  on  the  17th  of  March,  at  which  certain  propoflRUs  were  put: 
by  the  German  nitrogen  syndicate  with  regard  to  the  quantities  of  nitrogen  ai 
for  export  from  the  various  producing  countries  for  the  season  1021-22. 

''  The  German  proposals  included  the  suggestion  that  the  federation  and  other  grnu 
of  nitrogen  producers  should  pay  Grermany  a  large  sum  of  money  in  cash,  in  taom 
tion  for  which  Germany  would  agree  ^eatly  to  reduce  her  exports  of  nitixigen  lor  bi 
season.    The  members  of  the  federation  unanimously  rejected  the  German  offer, r 
have  decided  under  no  circumstances  to  be  parties  to  any  payment  to  Gcornuuiy/' 

The  German  Govemment  is,  of  course,  vitally  intereert;ed  in  mMwtjMwing  the  Hi 
plants  in  operating  condition,  and  it  would  appear  logical  that  the  fixed  dutfgei< 
Govemment  investment  be  minimized,  or  even  omitted  altogether  in  order  to 
operation  possible. 

The  plants  making  ammonia  by  what  is  kpown  as  the  Haber  Bosch  procea 
put  upon  the  market  entirely  new  nitrogen  products  which  are  said  to  cemfaiM  < 
advantages  of  nitrate  of  soda  and  sulphate  oi  ammonia.    These  products  are  I 
in  the  German  trades  as  kaliammonsalpeter  and   iimonsulfatsupeter.    The 
contains  27  per  cent  as  compared  with  20  per  cent  nitrogen  in  sulphate  d 
It  is,  therefore,  especially  a<lapted  for  the  export  trade. 

It  is  important  to  note  in  tnis  connection  that  protection  on  ammcmium  suli 
alone  will  not  meet  the  necessities  of  the  coke  and  gas  industries.     Germany  can  ni; 
us  cheap  ammonia  in  the  new  forms  al)ove  mcntione.l,  or  as  ammonium  chknli^' 
ammonium  nitrate,  ammonium  ]>ho6phatc,  ammonium  carbonate,  aqua  ammoouk 
anhydrous  ammonia. 

The  price  of  sulphate  of  ammonia  in  Germany  to-day  is  equivalent  to  $27.20  per  Btf 
ton  at  the  present  rate  of  exchange.  As  the  cxcliauge  rate  advances  the  cost  of^nuDS- 
facture  will  umloubterlly  decline,  ho  that  iJerminy  will  always  be  in  a  positio ^  t» 
dump  large  quantities  of  oheip  ammonia  ('om])ounds  on  the  American  m  rket. 

ANALOGY  TO   POSITION   OF  AMERICAN   DYE   INDUSTRY. 

The  situation  faced  by  the  ammonia-producing  industry  is,  in  fact,  wimilAr  to  thai 
faced  by  the  American  dye  industr}^,  and  the  arguments  in  favor  of  specialproiertkift 
are  almost  identical.  Tlie  ammonia  indiiHtrv,  the  dye  industry,  and  aflOiated  in- 
dustries arc  economically  valuable  in  peace  ami  indispensable  in  war.  Theby-prodiMk 
coke  and  gas  industries  are  the  bases  of  both  the  dye  industry  and  the  ammonia  VDt 
dustries.  All  are  tiireatened  A\-ith  the  common  evil  of  abnormal  and  destructive- 
petition  with  the  sul)si(lize(l  munition  industrit^  in  Germany. 
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WHY  neornDCnON  BT  legislation   BB  NBOBSailBT. 

The  infonnation  regarding  the  resources  and  plane  of  the  Gennan  Nitrogen  Syndicate 
)  confirmed  by  advices  from  several  sources.  It  shows  the  necessity  a£  taking  action 
«  soon  as  possible  to  avert  serioiiB  injmry  to  Anerican  industry.  The  sitiuutioii  conse- 
luent  ixp<Hi  the  snccesaful  execution  odf  the  plans  of  the  GrermsiL  syndicate  may  be 
ummed  up  as  fdlovrs: 

1 .  Qerman  plants,  including  those  for  nitrogen  fizaticMi,  most  of  which  have  been 
>uilt  under  Uovemment  subadies,  have  capacity  to  produce  about  2,500,000  tons 
iulpfaate  of  ammonia  equivalent  per  aiuittm — ^nearly  twice  the  production  of  the  en- 
.ire  world  before  the  war. 

2.  The  cost  of  operatiaig  these  plants  is  reki^vely  low,  lo  that  even  to-day  sulphate 
of  ammonia  is  being  sold  in  Germany  at  half  the  normal  prewar  price  in  the  United 
States,  based  on  the  present  rate  of  exchange. 

3.  The  home  consumption  of  sulphate  of  ammonia  in  Germany  in  ldl3  was  about 
500.000  t<»is.  In  addition  to.  this,  she  consumed  the  equivalent  of  500,000  tons  in 
the  form  of  imported  nitrate  of  soda  and  nitrate  of  lime  and  50,000  tons  as  cyanamid 
and  Haber  ammonia.  If  now,  we  disregard  entirely  the  fact  that  her  present  territory 
and  population  are  smaller,  and  assume  that  her  i)reseiit  home  requirements  are  the 
same  as  in  1913,  and  that  they  will  be  supplied  entirely  ftom  her  own  plants  without 
importation,  there  will  be  left  capacity  to  produce  a  surplus  of  1,500,000  tons  sulphate 
of  ammonia  equivalent  per  year.  This  is  a  little  more  than  the  world's  production 
in  1913,  and  is  three  times  tie  present  production  in  the  United  States. 

4.  In  1920  there  was  made  in  the  United  States  about  500,000  tons  sulphate  of 
ammonia  equivalent,  of  whidi  the  by-product  coke  industry  produced  about  465,000 
tons.  This  amount  is  considerably  more  than  our  normal  domestic  reauirements. 
As  the  American  industry  develops  in  a  normal  way,  it  is  expected  that  tne  demand 
will  orjx)w  sufficiently  to  absorb  this,  but  it  can  not  do  so  at  i^resent. 

5.  The  prices  obtained  by  existing  producers  for  their  coke,  gas,  and  by-products 
are  adjusted  in  such  a  way  as  to  obtain  a  fair  return  upon  their  investnirents.  A  lower 
price  for  sulphate  of  ammonia  will  have  to  be  compensated  by  increased  prices  for 
coke.  gas.  tar.  and  bensola,  which  the  ultimate  consiuner  will  pay.  Coke  and  k^s, 
constituting  the  bulk  of  the  business  will  be  principally  affe<itea 

6.  Thus  every  dollar  of  the  difference  between  tne  normal  price  of  American  sul- 
phate and  that  of  cheap  Gennan  sulphate  would  be  paid  by  American  consumers 
of  gas,  tar,  iron,  and  steel.  American  consumers  would  in  effect  be  paying  a  heavy 
tax  on  ever^^  ton  of  German  sulphate  imported. 

7.  The  shifting  of  values  to  other  products  could  not  be  accomplished  suddenly  in 
the  face  of  heavy  importations.  Existing  contracts  must  be  met,  and  in  the  transition 
period  American  producers  would  suffer  further  heavy  losses. 

8.  Any  increase  necessary  in  the  price  of  steel  to  meet  the  decrease  in  value  of 
sulphate  would  undoubtedly  have  a  bad  effect  on  our  own  foreign  trade  in  steel  prod- 
ucts. ' 

9.  Gradual  lowering  of  the  price  of  sulphate  may  be  expected  under  normal  condi- 
tions of  home  competition.  Technical  improvements  may  also  have  the  same  effect. 
The  change  of  price  due  to  such  a  healthy  development  is  not  necessarily  passed  on 
to  the  consumer  of  other  products.  Inaustrial  improvements  naturally  find  their 
own  compensation.  But  forced  competition  with  a  cheap  foreign  product  will  dis- 
<»urage  the  development  of  competing  industries  in  America  and  will  seriously  handi- 
cap our  technical  improvements. 

10.  The  ultimate  result  will  be  that  America  will  come  to  depend  upon  Germany 
for  a  proportion  of  her  nitrogen  consumption  that  oa^t  to  come  from  home  production , 
a  most  unsatisfactory  condition  from  the  standpoint  of  national  defense. 

11.  Every  dollar  paid  for  cheap  German  sulphate  will  go  to  Germany  to  contribute 
to  the  maintenance  and  growth  of  her  huge  nitrogen  industry — and  on  that  side  it 
will  he  equivalent  to  many  more  dollars  than  here.  Every  such  doUar  will 
subtract  from  what  ought  to  go  toward  the  development  of  an  equivs^aft  American 
enterprise. 


12.  So  faff,  we  have  spoken  chiefiy  ol  the  effect  on  existing  American  business. 
What  of  the  effect  on  new  business  in  this  country?  The  meet  immeddate  effect  will 
be  to  discourage  the  development  of  the  by-product  coke  industry  and  to  foster  the 
coatinuanoe  of  wasteful  methods  of  coal  treatment. 

By  coking  raw  bituminous  exml  we  are  now  wasting  1900,000,000  per  year.  Of  this 
9100,000,000  is  wasted  annually  in  the  beehive  ovens  still  existing. 

13.  The  conditions  governing  the  installation  and  profitable  operation  of  by-product 
coke  ovens  and  the  recovery  of  sulphate  of  ammonia  from  such  op^ation  must  be 
usdentood  in  this  connection.    The  by-pcoduct  coke  plant  is  very  expensive  in  com- 
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parison  with  the  wasteful  beehive  coke  plant  that  it  displaces.    Some  iiidaci*L.- 
must  be  offered  in  the  way  of  returns  from  the  recovery  of  by-products,  in  order  0-i 
investors  may  be  willing  to  furnish  the  money  necessary  for  the  erectioii  of  rl-'- 
expensive  plants. 

If  sulphate  of  ammonia  must  be  sold  at  abnormally  low  prices  to  meet  l««>-^ 
competition,  and  the  difference  between  these  prices  and  normal  prices  is  thr  • 
onto  the  price  of  coke,  then  a  point  is  reached  where  beehive  coke  can  underbid  *•• 
product  coke.     Prospective  builders  of  bv-product  coke  ovens  would  under  •<. 
conditions  find  it  vexy  difficult  to  finance  their  propositions. 

As  stated,  sulphate  of  ammonia  is  theprincipal  oy-product  obtained  in  the  tD^ii. 
facture  of  coke  in  by-product  ovens.  Tne  mistake  is  sometimes  made  of  mippr^**: 
that  the  by-product  coKe  industry  pro4uces  directly  the  hundreds  of  dyes,  drui^.  ^ 
fumes,  disiniectants  and  other  chemicals  that  are  so  well  known  as  coal-tar  produ-  '• 
On  this  mistaken  supposition,  the  serious  error  is  made  of  assuming  that  iiijur>*  t'» '  • 
market  value  of  a  single  by-product  like  sulphate  of  ammonia  will  not  be  noticed 
the  industry  because  it  has  so  many  other  by-products  as  sources  of  revenue. 

As  a  matter  of  fact,  the  by-product  coke  industry  produces  only  i^\e  i>r  m\  ■ 
products  besides  coke  and  gas.  These  consist  of  tar,  one  or  two  ainmonia  pnidu-  '>■ 
and  three  or  four  benzol  prwiucts.  These  are  sold  to  other  industries  and  are  w^mk" 
up  into  various  intermediate  and  secondary  products,  which  are  sources  of  the  c4A*-tL 
cals  that  are  finally  marketed.  The  by-product  coke  industry  depends  on  mlptu*' 
of  ammonia  for  the  principal  proportion  of  its  by-product  revenue.  At  normal  pri'  » 
the  sulphate  of  ammonia  proauced  from  one  ton  of  coal  is  worth  75  cents:  the  I  •■'. 
products  are  worth  about  60  cents,  while  the  tar  is  worth  a  little  less  than  40  cptiu 

The  present  selling  price  of  ammonium  sulphate  in  Germany  is  about  240  markj-  i»' 
100  kilos,  including  profit.     Taking  the  mark  at  1.25  cents,  this  is  is  $30  per  ni«>'r 
ton.    Adding  $7.50  for  transportation  and  handling  costs,  it  can  he  placed  nt    • 
ports  for  $37.50  per  metric  ton,  or  about  $34.10  per  net  ton. 

A  duty  of  $12  per  net  ton  has  been  placed  on  it  bjr  H.  R.  7456,  so  that  t.«*nj 
sulphate  can  be  placed  on  our  market  at  $46  per  ton.    Since  this  figure  was  ^OD5ld•'^<. 
by  the  House  suDcommittee  the  American  price  has  fallen  to  $40  a  ton,  a  figure  w  hi 
represents  a  loss  to  the  producers  and  indicates  a  demoralized  market,  due  to  «>.<^ 
production  and  business  stagnation. 

RELATION  TO  THE   FARM  BR. 

Objections  against  protection  by  legislation  might  be  raised  by  repre8entati\  •?  • 
agricultural  interests  on  the  ground  that  the  farmer  may  be  prevented  thereby  tnc 
buying  ammonia  fertilizers  at  the  lowest  possible  price.  It  is  felt,  however,  thsr  i' 
the  situation  be  carefully  and  impartially  studied,  it  will  be  recognized  that  tl' 
interests  of  the  American  producer  and  the  American  consumer  of  sulphate  of  anununu 
are  essentially  identical.  The  following  points  ^ould  be  considered  in  this  conu^ 
tion. 

Testifying  before  the  United  States  Senate,  Col.  J.  W.  Joyce,  of  the  <hrdtuD<*- 
Department,  United  States  Army,  has  said  (hearing  before  the  Committee  on  .\fr 
culture  and  Forestry,  United  States  Senate,  66th  Cong.,  2d  sees.,  on  S.  3390.  p.  \ 

'  'Beyond  question,  anyone  outside  of  Germanv  producing  or  desiring  to  prodv*- 
nitrogenous  fertilizers  or  similar  compounds  will  have  to  deu  with  a  siiijo^e  ostium 
tion,  essentially  a  branch  of  the  German  Government  which  will  have  ahcml'i*' 
monopolistic  control  of  all  such  products  produced  in  Germany  or  whatever  surpla 
there  may  be  for  export." 

1.  Every  dollar  paid  by  the  American  fanner  for  German  ammonia  fertiliser  viii 
go  to  the  support  oi  the  German  nitrogen  industry  and  will  aid  in  German  prepan^i- 
ness. 

2.  Eve<7  dollar  paid  by  the  American  farmer  for  German  ammonia  fertiliier  «iK 
contribute  to  the  discouragement  of  the  American  nitrogen  industry  and  to  deficifiK^ 
in  American  conservation  and  preparedness. 

3.  Anything  that  the  farmer  may  save  by  buying  German  ammonia  fertiliier  nl' 
be,  to  a  considerable  extent,  offset  by  increases  in  the  prices  of  steel  products  a!>^ 
other  material  forced  by  sucn  competition.  The  reasons  for  this  have  already  htft 
given. 

4.  The  fanner  is  interested  in  the  development  of  home  oompetitioii  in  amimstf 
production.  The  propoeed  protection  will  encourage  such  competition,  while  ih' 
success  of  the  German  program  would  discourage  it. 

5.  Having  stifled  the  development  of  the  American  nitrogen  industries,  Gernin) 
will  be  in  a  position  to  take  advantage  of  periods  of  increased  demand  for  anmmiui 
products  and  will  force  prices  up  as  much  as  the  market  will  bear.    This  has  bem  hn 
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licy  in  the  past  and  there  is  every  reaaoD  to  believe  that  ahe  will  oontinue  it,  unless 
evented  by  protective  legislation. 

S.  Sulphate  of  ammonia,  as  re^larly  sold  in  the  American  market,  is  already  the 
eapest  form  of  hicrh  Quality  nitrogen  that  American  fertilizer  manufacturers  and 
rmers  can  buv.  The  tiome  production  is  greater  than  the  demand,  and  protection 
uld  not  posedbly  raise  the  price. 

7.  Protection  will  not  prevent  the  normal  lowering  of  prices  due  to  home  compe- 
ion. 

8.  It  ia  the  farmer's  interest  to  encourage  the  development  of  the  by-product  coke 
dustry,  not  only  from  the  standpoint  of  conserving  our  fertilizer  resources,  but  for 
o  sake  of  the  other  materials — disinfectants  and  spraying  compoimds,  medicines, 
/es,  and  flavors,  preservatives,  solvents,  roofing  and  road  materials,  etc. — ^that  are 
ade  from  its  products  and  which  he  uses  in  laige  amounts.  Without  protection 
;alnst  Gennan  competition  with  its  principal  by-product — sulphate  of  ammonia — 
le  by-product  coke  industry  will  be  greatly  handicapped  in  its  future  development. 
A.  The  farmer  is  especially  interest^  in  fuel  conservation  and  has  been  impressed 
ith  its  necessity  during  the  recent  periods  of  fuel  shortage.  The  by-product  coke 
idustrv  is  the  most  potent  means  of  fuel  conservation.  It  is  now  saving  10,000,000 
)n3  of  high  grade  coal  per  vear,  and  this  saving  could  soon  be  doubled  if  its  natural 
pvelopment  were  properly  protected.  Importation  of  cheap  German  sulphate 
rill  result  in  the  prolongation  of  wasteful  metnods  of  coking. 

10.  The  money  expended  by  farmers  for  sulphate  of  ammonia  is  about  9  per  cent 
{  their  total  fertilizer  expenditure.  The  question  is:  Does  the  American  farmer 
rant  to  assist  in  the  maintenance  of  the  Gennan  nitrogen  industry  at  the  expense  of 
imerican  industries  for  the  sake  of  the  possibility  of  saving  a  very  small  percentage 
A  this  9  per  cent. 

11.  Recognizing  the  importance  of  the  by-product  9oke  industry,  one  represen- 
ative  of  a^cultimd  interests,  J.  W.  Tiurrentine,  United  States  Bureau  of  Soils  (Journal 
)f  Industrial  and  Engineering  Chemistry,  1916,  p.  583),  has  said: 

'*That  the  nation  is  best  prepared  for  any  emergency  whose  people  are  united  and 
ire  working  together  to  obtain  the  best  possible  returns  from  their  common  natural 
resources  and  labors.'' 

Table  2. — Nitrogen  consumption  in  mixed  fertilizers. 


('ottonseed 
Other  organics 


Nitrate  of  sodA 

Sulphate  <^  ammonia, 
^yanamid 


Tons  of 
product. 


Tons  of 
nitrogen. 


300,000 
917,000 


1,217,000 


140,000 

135,000 

25,000 


300,000 


18,000 
55,000 


73,000 


22,000 

28,000 

4,600 


Per  cent  of 

total 
nitrogen. 


54,600 


Total  In  mixed  fertilixers 1,517,000  i       127,600 


14 
43 


57 


17 
22 

4 


43 


100 


Reference:  Federal  Trade  Conunisaion  Report  on  FertiUzer  Industry;  Fertiliser  Control  Surrey  of  Per- 
tiiutt  Industry:  American  Fertiliser  Handbooks;  United  States  Census  of  Manufactures,  1914. 
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Ta»le  3. — Nitrogen  eonsumption  ^fertilizer,  arerag$  t91^J917, 

(This  table  summarifles  the  conMunption  of  nitroeBn  campouiids  for  fertUiior  purpeees.  *! 
three  peace  vears  is  10  on  the  assumption  that  it  represents  the  present  condmons  bettrr 
prewar  statutics  or  those  of  the  war  period  alone.] 


Inorganic: 

Nitrate  of  soda 

Sulphate  of  ammonia. 
Cjanamid 


Total. 


Orsanie: 

Cottonseed  meal- 
Outside  fertilleer  indtistry . 
Inside  fertiliser  industry. . 

Tankage 

Dried  blood 

Fi.«?h 

Garbage  tankage 

Ouano 

Castor  pomace 

Leather  scrap 

Hair  and  wool  wasce 

Hoof  meal 

Base  goods,  miscellaneous 


I 


Tons  of 
product. 


Teniae 
nitrogMi* 


225,000 

135.000 

25,000 


35.000 
38,000  ' 
4,000  > 


385,000 


07.000 


500,000 

29,000  ' 

300,000  1 

1^000  1 

240.000 

LS,7on  ; 

27.000 

3.000 

44,000 

2.700 

no.  000 

3.100 

60,000 

3.900 

2K,000 

1.600 

16,000 

1,700 

10,000 

1,300 

6,000 

4(«> 

555,000 

12.300 

Total. 


1,S06,0Q0 


Grand  total 2,281,000 


163. 


New  York,  /uZy  S9,  />./ 
Hon.  Boies  Penrose, 

Chairman  Committee  on  Finance^  United  States  Senate. 

Dear  Sir:  In  accordance  with  my  letter  to  vou  of  July  28.  I  am  submittins  b^r^ 
with  a  statement  of  whiting  manufacturers  which  expresses  their  views  as  to  panenx' - 
18,  209,  and  1543  of  H.  R.  7456,  with  the  request  that  the  statement  be  enters:  ' 
the  record  for  the  consideration  of  the  committee. 
Yours,  truly, 

Herbert  T.  Spooker. 
Vice  President  H.  F.  Taintar  Manufoeturimf  * 


Statement  SuBMrrrBD  by  Herbert  T.  Spooner,  2  Rector  Strxxt.  New  Yuh* 
N.  Y.,  Vice  President  The  H.  F.  Taintor  Manufacturino  Co..  Mancf actvii*' 
oi*  WnmNO  AND  Paris  Wnrrs  In  Re  Paragraphs  18,  209.  and  1543. 

JcLY  28.  !»:• 
To  the  CoMMrrTEE  on  Finance,  United  States  Senate: 

The  undersifined  are  manolacturen  of  whiting  and  Paris  white. 

Wliiting:  and  Paris  white  and  chalk,  ground  or  bolted,  are  different  grades  of  t> 
same  material — ^i.  e.,  natural  chalk,  eround.  washed,  and  bolted. 

There  are  no  depasits  of  chalk  in  tne  United  States  from  which  satisfactory  whitit: 
*and  Paris  white  can  be  manufactured.    The  raw  material  (crude  chalk)  u  li^^^ 
ported,  coming  principally  from  England  and  France.     It  is  known  as  crrude  ^'J-*^ 
En^'hsh  chalk  if  it  comes  from  England  and  crude  block  French  chalk  if  it  coiiie*^^-^ 
Franco,  etc. 

Thore  is  some  whiting  made  from  domestic  limestone  and  from  by-pioductf  * 
they  are  admittedly  far  inferior  in  quality  and  are  not  acceptable  to  tne  cfivti^iB'  ** 
of  whiting  made  from  the  imported  chalk. 

The  paragraphs  in  the  tariff  bill,  H.  R.  7456.  which  have  a  beating  on  tlie  .Ub'"''^ 
manufacturer  of  whiting  are  18,  209,  and  1543. 
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PATIAGRAPH  18 — H.   tt.   7456. 

*  rhalk  or  whiting  or  Paris  white:  Dry,  ground,  bolted,  or  precipitated,  15  per  cent 
il  valorem;  ground  in  oil  (putty)  or  put  up  in  the  form  of  blocKs,  sticks,  or  disks, 
r  otherwise,  including  tailors*  billiara,  red,  and  manufactures  of  chalk  not  specially 
rovided  for,  25  per  cent  ad  valorem." 

The  parsurraph  of  the  tariff  act  of  October  3,  1913,  for  which  the  above  is  made  a 
tihstitiite  is  paragraph  60,  which  is  as  follows: 

MK).  Whiting:  and  Paris  wiiite,  dry,  and  chalk,  ground  or  bolted,  one-tenth  cent 
K'r  pound;  nrhiting  and  Paris  white,  ground  in  oil  or  putty,  15  per  cent  ad  valorem.'* 
We  are  convinced  that  the  proposed  duty  on  \\  hiting  and  Paris  white  in  para^ph 
8,  H.  R.  7456,  is  not  sufficient  to  protect  the  industry  against  foreign  competition. 
rh<'  whiting  manufacturers  urge  a  duty  on  whiting  and  Paris  v  hite,  or  chalk,  ground, 
>olted,  or  precipitated,  of  one-half  cent  per  pound,  or  the  equivalent  in  ad  valorem. 
It  is  believed,  however,  that  a  specific  rate  would  be  more  satisfactory  than  an 
ul  valorem,  particularly  so  if  the  American  valuation  plan  under  section  402  of  H.  R. 
r4o«»  ia  adopted,  because  there  would  be  a  question  as  to  whether  **  comparable  or 
competitive  products  of  the  United  States"  would  apply  to  certain  so-called  whiting 
cnade  from  Limestone  and  certain  by-product  whiting,  or  if  it  would  apply  to  the 
whiting  made  in  the  United  States  from  imported  crude  chalk.  The  price  of  the 
two  former  is  as  low  as  $13.50  per  ton,  and  that  of  whiting  made  from  imported  chalk 
ranges,  according  to  grade,  from  $22  per  ton  to  $36  per  ton.  The  price  of  the  im- 
ported whiting  is  now  from  $17  to  $18  per  ton  c.  i.  f.  here. 

We  feel  that  such  duty  is  justified  as  a  measure  of  protection  to  the  American  mauii- 
U<-turer,  on  the  basis  of  the  advantage  the  foreign  manufacturer  has  in  the  items  ot 
raw  material  cost  and  labor. 

The  foreign  manufacturer  has  his  factory  adjoining  the  chalk  quarrJ^  There  is 
not  extra  handling  of  raw  material.  His  freight  to  the  United  States  is  on  his  finiehed 
product,  whereas  the  American  manufacturer  in  importing  crude  chalk,  pays  freight 
upon  the  full  weight,  although  75  per  cent  only  can  be  used,  the  remaining  25  per 
cent  being  flint,  sand,  and  moisture,  which  are  absolutely  useless. 

According  to  pamphlet,  "Wages  in  the  United  States  and  foreign  countries,  1921,'* 
prepared  for  the  use  of  the  Committee  on  Ways  and  Means,  wages  in  our  industrv 
for  common  labor  average  $0,062  per  hour  for  a  48-hour  week  in  Belgium,  from  which 
most  of  the  whiting  now  appears  to  be  imported,  against  $0,382  per  hour  average  for 
a  47.4-hour  week  in  the  United  States;  six  times  greater  in  the  United  States  than 
abroad.  Process  men  receive  in  Belgium  $0,083  per  hour,  against  $0,594  in  the  United 
.States;  seven  times  greater  in  the  United  States  than  in  Belgium. 

It  is  known  that  foreign  whiting  is  being  imported  in  increasing  quantities  and 
offered  by  jobbers  here  at  less  than  the  present  cost  of  manufacture  in  this  coimtry. 
Unless  adequate  protection  is  given  the  industry  it  can  not  be  expected  that 
additional  investment  necessary  to  improve  methods  and  increase  production  will  be 
iorthcoming.  There  is  keen  competition  among  the  United  States  manufacturers 
which  would  not  permit  of  unduly  high  prices  for  whiting,  but  if  the  industry  is  forced 
out  of  business  the  result  will,  it  appears  to  us,  be  higher  costs  to  the  American  manu- 
laciurers  who  require  whiting  made  from  the  crude  chalk  of  England  and  France. 

In  addition  to  advocating  the  higher  rate  on  whiting  and  Paris  white  for  adequate 
protection,  we  urge  that  the  wording  of  the  paragraph  be  changed  to  the  following: 

'\M\iting  and  Paris  white,  dry,  and  chalk,  ground  or  bolted,"  etc.,  which  is  the 
wording  used  in  former  bills  and  differs  from  the  wording  in  the  present  paragraph 
only  in  respect  to  where  the  word  'chalk"  is  placed.  The  paragraph  ap  worded  in 
11.  U.  7456  reads:  "Chalk  or  whiting  or  Paris  white:  Dry,  ground,  bolted,"  etc. 

This  change  is  suggested  in  order  that  "chalk,  dry,"  will  not  be  interpreted  be  the 
<lr>'  crude  clialk  imported  for  making  whiting,  which  is  our  raw  material,  and  is — 
and  should  properly  be — free  under  paragraph  1543,  H.  R.  7456. 

PARAGRAPH    1543. 

This  makes  crude  chalk,  our  raw  material,  free  of  duty.  This  has  always  1  een  the 
caw,  and  we  urge  that  the  paragraph  not  le  changed. 

PARAGRAPH   209. 

Thisparaejaph  mentions  "French  chalk,  crude  and  unground,"  and  places  a  duty 
of  one-iourtn  cent  per  pound.  This  appears  to  I  e  in  conflict  with  paragraph  If 43, 
roentiDned  above,  which  puts  crude  chalk,  wherever  it  comes  from,  on  the  free  list. 
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It  appears  as  if  our  raw  material  (crude  chaik),  if  it  came  from  France,  mifirht  >m^  &pp' 
under  this  paragraph  209,  and  carry  a  duty  of  one-fourth  cent  per  pound,   wtii«*r    •-  - 
believe  is  not  the  intention  of  the  act. 

We  urge  that  this  paragraph  209  be  so  amended  as  to  prerlude  the  ixitwi!>iii' . 
having. any  duty  placed  on  crude  chalk,  ^%hich  should  come  in  tree  under  parajrr:. 
1543. 

SouTHWARK  Manufacturing  Co., 

Camden,  N,  7.,  and  Pensar^yJu,    f 
By  William  B.  Griffiths. 

The  II.  F.  T.untor  Manufacturing  Co.. 
2  Rector  Street  New  York,  and  Bay'/nrii ,  .V.   J 
By  Herbert  T.  Spooner,   Vire  prisidmi. 
Stickney,  Tirrkll  &  Co., 

Boitan^   .V'ijiv 
William  Knappmann  <fe  Co., 

Brtx>kU/n,  -.Y.     1*. 
Ham  MILL  &  Gillespie, 

New  York  J  N.  Y.,  and  Stoiiford^  ("r^nu. 
George  D.  Wetherill  &  Co., 

Philadelphia^  Pa. 
By  S.  R.  Matlack. 

Philadelphia  Whiting  Works, 

Philadelphia.  Pa, 
By  G.  W.  Mac  Kenzib. 

The  Ch AIRMAN.  The  hearings  stand  adjourned,  the  \dtnesso<   .n.-'- 
excused,  and  the  committee  will  proceed  to  hold  their  execuiiv- 
session. 

(Tliereupon,  at  12.10  o'clock  p.  m.,  the  committee  proceiMleil  t* 
executive  business,  and  at  the  conclusion  thereof  adjourned  ti»  in'**-' 
Monday,  August  1,  1921,  at  10.30  o'clock  a.  m.). 
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MONDAY,  AUGUST  1,  1921. 

United  States  Senate, 
Committee  on  Finance, 

Washington,  D,  C, 

The  committee  met,  pursuant  to  adjournment,  in  room  312,  Senate 
fiice  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boies  Penrose  presiding. 

Present:  Senators  Penrose  (chairman),  Smoot,  McCumber,  Dilling- 
am,  Watson,  McLean,  La  FoUette,  Curtis,  Simmons,  and  Walsh. 

The  Chatkman.  The  committee  will  come  to  order.  Hie  com- 
littee  will  continue  the  hearings  of  individuals  who  have  applied  to 
»e  heard  on  the  Question  of  .^nerican  valuations.  These  hearings 
rere  interrupted  auring  last  week  when  the  committee  took  up  for 
|onsideration  the  foreign  debt  bill.  They  will  now  be  resumed,  and 
!  hope  they  wiU  be  finished  by  to-morrow.  I  hope  the  witnesses  will 
ooperate  with  the  committee  in  being  brief,  and^the  committee  wiU, 
K)  far  as  is  reasonable,  refrain  from  asking  questions  and  the  wit- 
lesses  will  make  their  statements  concise  and  to  the  point,  bearing 
in  mind  that  the  committee  is  fairly  familiar  with  this  question  now,, 
ind  a  mere  repetition  of  ai^ument  is  tiresome  and  not  effective.  The 
^rst  witness  on  the  list  is  Mr.  J.  M.  Neenan,  of  Cleveland,  Ohio,  rep- 
resenting window  glass  workers.  Is  Mr.  Neenan  present?  [No- 
response.]  Is  Mr.  J.  F.  ZoUer  present  ? 
Mr.  ZoLUER.  Yes,  sir. 

8TATKMSVT    OF    lOt.    J.    F.    ZOLLEB,    BEPBESENTIHG    THE: 
AXBBICAV  VALUATIOV  ASSOCIATION,  BEW  TOBK  CITT. 

The  Chairman.  Mr.  ZoUer,  the  committee  has  heard  you  fre- 
quently on  previous  occasions  and  would  Uke  to  hear  you  with  equal 
brevity  now.     You  are  an  attorney  in  New  York  ? 

Mr.  ZoLLER.  Yes,  sir. 

The  Chairman.  You  are  not  a  manufacturer  yourself  ? 

Mr.  ZoLLER.  No,  sir. 

The  Chairman.  Whom  do  you  represent  ? 

Mr.  ZoLLER.  I  represent  the  American  Valuation  Association. 

The  CHAIRMAN,  when  was  that  association  formed  ? 

Mr.  ZoLLER.  A  very  short  time  ago — two  or  three  months  ago. 

The  Chairman.  That  is  another  of  these  mushroom  associations  V 

Mr.  ZoLLER.  It  is  composed  entirely  of  manufacturers,  sir. 

The  Chairman.  How  many  members  has  it  got  ? 

Mr.  ZoLLER.  I  have  the  list  here,  and  to  date  it  has  something: 
orer  a  hundred  members,  all  manufacturers. 

The  QiAiRMAN.  Where  are  they  located  ? 
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Mr.  ZoLLEB.  They  are  located  in  different  parts  of  the  Uni:-: 
States.  I  have  the  name  and  address  of  each  one  which  I  can  suhia.' 
or  read. 

The  Chairman.  Do  they  pay  dues  ? 

Mr.  ZoLLER.  The  only  qualification  for  becoming  a  member  • 
this  association  is  that  they  believe  in  the  American  valuation  pr^- 
ciple  and  will  pay  $10  for  the  purpose  of  receiving  literature. 

The  Chairman.  Do  they  elect  officers  ? 

Mr.  ZoLLER.  They  have  a  staff  of  officers.  Mr.  Camp,  a  mar. 
facturer  in  Connecticut,  is  president;  Mr.  Dodee,  of  the  toy  mar. 
facturers,  is  treasurer;  a  Philadelphia  lawrer  by  the  name  of  W^ 
liamson  is  secretary;  and  I  am  a  member  of  the  executive  conmiittcr 
I  want  to  admit  at  the  outset  that  if  each  of  these  individual  memW^ 
were  called  separately  none  of  them  could  be  considered  as  d^- 
interested  witnesses. 

The  Chairman.  Have  they  ever  held  a  meeting  as  an  asaociatior.  ^ 

Mr.  ZoLLER.  Yes,  sir;  several  meetings. 

The  Chairman.  TVIien  was  their  last  meeting  t 

Mr,  ZoLLER.  The  last  meeting  of  the  executive  committee  ta* 
about  30  days  ago,  I  think. 

The  Chairman.  Has  the  whole  association  ever  held  a  meeting  * 

Mr.  ZoLLER.  Not  all  the  members;  no. 

The  Chairman.  All  right;  go  ahead. 

Senator  Simmons.  The  sole  purpose  of  it  is  to  promote  this  leiri-- 
lation  ? 

Mr.  ZoLLER.  Yes,  sir;  but  it  is  a  defensive  organisation  and  wv 
organized  to  refute  much  data  which  we  believe  to  be  erroneiHi- 
advanced  by  importers  and  others  opposed  to  this  American-valnatut: 
plan.,  I  want  to  say  that  so  far  as  I  am  concerned  personally  I  lu^« 
been  a  student  of  taxation  for  a  number  of  years,  and  I  have  lakfs 
up  this  tariff  work  because  of  its  assumed  relation  to  taxation,  i 
find,  however,  that  there  are  many  economic  principles  involve*!  •- 
this  bill  that  are  not  involved  in  taxation,  so  I  do  not  wish  to  qdili^ 
as  a  tariff  expert  before  this  committee. 

In  studying  this  matter  I  have  prepared  a  table  showing  the  valu- 
ation of  foreign  currencies  both  beiore  the  war — that  is,  July 
1914 — and  July  1,   1921,  of  Great  Britain,  France,  Germany,  ano 
Japan.     I  will  not  read  that  table,  because  you  are  all  familiar  wr.: 
the  figures,  but  I  submit  it. 

It  snows,  among  other  things,  that  on  July  1,  1914,  the  GemuL 
mark  was  worth  in  United  States  money  $0,238,  but  on  July  1,  l^-- 
the  same  German  mark  was  worth  in  United  States  money  i»ni> 
only  $0.013 ;  that  in  1914  an  ad  valorem  duty  of  33 J  per  cent  iinpo**-*- 
upon  the  foreign  value  of  a  German  article  costing  150  marks  wmiii 
amount  to  $11.90,  but  to-day,  due  to  the  depreciation  of  the  Geniii:> 
mark,  the  duty  at  the  same  rate  would  amount  to  much  less  th»:- 
that. 

Senator  Simmons.  How  many  more  German  marks  would  it  i»n' 
to  buy  the  article  in  the  German  market  i 

Mr.  ZoLLER.  I  am  coming  to  that.  In  1914  skilled  laborers  u 
Germany  received  about  8.7  marks  per  day,  equivalent  at  thai  unif 
to  about  $2.09.  That  $2.09  is  an  official  figure  taken  from  the  l»o^- 
letin  entitled  *'  Wages,''  prepared  by  the  Ways  and  Means  Commilt**^ 
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id  dated  1921.  That  conyerted  into  marks  at  the  rate  of  exchange 
L  1914  shows  that  laborers  in  Germany  at  that  time  received  about 
7  marks  per  day. 

In  January,  1920 — ^I  have  not  the  figures  for  1921 — such  skilled 

iborers  received  the  equivalent  of  73  cents  per  day,  which  amount 

converted  into  marks  at  the  rate  of  exchange  prevailing  on  July  1, 

d21 ,  would  mean  about  56  marks  per  day,  against  8.7  marks  per  day 

1  1914. 

Other  things  beinp  equal,  it  follows  that  an  article  costing  150 
larks  in  1914  would  cost  about  seven  times  that  amoimt,  or  1,050 
larks  in  1912.  One  thousand  and  fifty  marks  in  1921  would  be 
quivalent  to  about  $13.65.  An  ad  valorem  duty  on  this  amount  of 
3}  per  cent  would  amoimt  to  only  $4.55,  as  against  $11.90,  the  duty 
hat  would  be  collected  at  the  same  rate  in  1914. 

Senator  Simmons.  When  this  conunittee  had  under  consideration 
he  antidumping  division  of  the  emergency  tariff  we  had  here  before 
IS  certain  appraisers  of  recognized  abdity  located  in  New  York,  and 
K-e  had  also  a  member  of  the  Court  of  Chistoms  Appeals.  My  recol- 
lection is  that  they  told  us  that  the  German  goods  were  invoiced  now, 
measured  in  American  money,  at  about  what  they  were  and  a  little 
bit  more  than  they  were  before  the  war. 

Mr.  ZoLLER.  I  think  that  those  statements  have  all  been  made  in 
a  General  way. 

Senator  Simmons.  They  were  made  by  appraisers  who  were  apprais- 
injr  these  goods  before  the  war  and  who  nave  been  appraising  them 
during  1920. 

Mr.  ZoLLER.  The  official  figures  we  get  in  studying  these  things 
do  not  bring  about  that  result. 

Senator  &MMON8.  And  there  was  no  division  among  them;  they 
all  agreed  to  that. 

Mr.  ZoLLER.  The  figures  would  appear  to  show  that  the  duty 
to-day,  notwithstanding  the  increase  in  German  marks,  would  be 
less.  We  may  differ  on  how  much  less,  but  I  do  not  believe  anybody 
who  studies  the  subject  carefully  will  fail  to  come  to  the  conclusion 
that  the  duty  to-day  at  the  same  rate,  notwithstanding  the  increase 
in  cost  in  marks,  would  be  less  than  it  was  in  1914. 

But  there  is  another  factor  in  the  situation.  Wages  in  Germany, 
measured  in  terms  of  United  States  money,  have  gone  down  mate- 
rially since  1914.  In  1914  skilled  laborers  in  Germany  received  the 
equivalent  of  $2.09  per  day.  That  is  an  official  figure.  In  January, 
1920,  they  received  the  equivalent  of  about  73  cents  per  day — and 
that  is  an  official  figure — notwithstanding  the  fact  that  they  received 
a  much  greater  number  of  marks  per  day.  In  the  United  States,  on 
the  other  hand,  wages  have  materially  advanced  during  the  same 

feriod.  This  is  shown  by  a  table  taken  from  that  bulletin  on  page  74. 
want  to  read  from  that  table.  In  1914  bricklayers  in  this  country 
received  $5.59  per  day.  In  1920  thev  received  $9.60  per  day.  Labor- 
ers in  1914  received  here  $2.50  per  aav.  In  1920  they  received  $5.58 
per  day.    Carpenters  in  1914  received  $4.33  per  day. 

The  Chairman.  What  are  you  reading  from  ? 

Mr.  ZoLLER.  I  am  reading  from  page  74  of  the  official  bulletin  of 
the  Ways  and  Means  Committee  entifled  ''Wages"  and  dated  1921. 

The  Chairman.  Would  it  not  be  sufficient  to  make  reference  to 
that  bulletin  without  reading  it  ? 
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Mr.  ZoLLER.  Yes;  I  will  refer  to  it  and  have  the  bulletin  inArk#*2 

Senator  La  Follette.  Does  that  bulletin  state  the  sources  of  fj 
Information  ? 

Afr.  ZoLLER.  Yes;  it  is  stated  in  it.  The  point  I  want  to  inak«- 
this,  that  between  1914  and  1921  wages,  measured  in  United  Stit^ 
money  in  Germany,  have  gone  down  more  than  one-half.  In  vlj 
<5ountry  for  the  same  period  they  have  practically  doubled.  Therr- 
fore,  it  would  seem  to  follow  that  instead  of  making  the  duty  less  n 
we  certainly  would  if  we  impose  it  upon  the  foreign  value  to-day  a' 
any  reasonable  rate,  we  ought  to  make  it  more  to  take  care  of  t»:< 
difference  in  labor  cost  between  the  United  States  and  German- 
to-day  as  compared  with  1914. 

Senator  Simmons.  When  we  had  this  matter  up  before  I  recall  th&' 
Senator  Smoot  insisted  very  vigorously  that  the  purchasing  power  >h 
a  German  mark  in  Germany  was  very  much  more  than  its  gold  valu- 
measured  in  our  money — ^many  times  more. 

Mr.  ZoLLER.  My  evidence  is  that  a  German  can  ship  goods  in  th^ 
country  to-day 

Senator  Scmmons.  What  have  you  to  say  to  tH^t?  Is  that  cn.:- 
rect  or  not?  Is  the  purchasing  power  of  the  German  mark  in  iri-r- 
many  only  1  cent  and  3  mills  m  gold,  or  is  it  many  times  that,  i* 
Senator  Smoot,  as  I  understood  him,  insisted  it  was  ? 

Senator  Smoot.  A  mark  is  worth  1.3  cents  in  gold  and  the  pur- 
chasing power  for  the  labor  in  Germany  was  4.6  cents,  thus  pvir.; 
the  German  manufacturer  an  advantage  at  once  of  300  per  cent  •: 
the  exchange  alone. 

Senator  Simmons.  In  other  words,  you  contend  that  the  purch*- 
ing  power  of  a  German  mark  is  4.6  cents? 

Senator  Smoot.  Yes;  that  is  the  purchasing  price  of  the  mark  i  ■ 
the  laborer  in  Germany. 

Senator  Simmons.  Ii  it  is,  it  must  be  the  purchasing  price  of  a  tnjir* 
in  Germany  ? 

Senator  Smoot.  Yes;  but  it  is  not  the  purchasing  price  of  the  mar* 
outside  of  Germany,  and  they  come  here  and  get  our  gold  for  it 

Senator  Watson.  Could  a  nation  have  two  values  for  diffen-'i* 
purposes;  that  is  to  say,  one  value  of  1.3  per  cent  for  foreign  p'r- 
poses  and  another  value  of  4.6  per  c^nt  for  domestic  purposes  t 

Senator  Smoot.  That  is  not  involved  in  this.  In  otner  won!* 
the  manufacturer  gets  his  gold  dollar  for  all  the  goods  he  import?  t 
this  country,  and  that  is  on  the  basis  of  1.3  cents  for  a  mark.  Whpc 
he  gets  that  gold  dollar,  he  can  go  in  Germany  and  purchase  threat 
times  the  amount  of  labor  or  commodities  that  the  laborer  uses  n 
Germany,  and  therefore  he  has  three  times  the  advantage  over  • 
laboring  man  in  this  country  that  is  paid  in  gold. 

Senator  Simmons.  But  wnen  you  are  ascertaining  what  the  wa^*- 
scale  in  a  certain  line  of  industry  is,  you  must  consiaer  primarily  tli' 
purchasing  power  in  the  market  in  which  he  buys  his  supplies. 

Senator  Smoot.  As  far  as  the  laborer  is  concerned  in  that  counin' 
but  not  as  far  as  the  manufacturer  is  concerned,  if  he  gets  a  depre- 
ciated currency  in  exchan^  for  the  goods  sold. 

Mr.  ZoLLER.  The  fact  is  that  the  Genntin  to-day  can  sell  <1<^' 
worth  of  goods  in  this  country        I  ♦  '  t  $100*  and  buy  murh 

more  labor  tonday  in  German;.  a  \'  •'  could  in  1914. 
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Senator  MoCtmbsie.  And  he  can  buy  other  commodities  also,  can 
le  not  J 
Mr.  ZoLLEB.  I  think  he  can. 

Senator  McCumbeb.  In  exchange  the  German  buying  American 
noney  would  give  in  marks  1.3.  In  buying  goods  in  Germany, 
^hile  ho  would  not  get  his  original  24  cents,  he,  however,  could  buy 
^  cents'  worth,  or  about  three  and  a  half  times  as  much. 

Senator  Simmons.  Again,  these  gentlemen,  the  appraisers,  who  are 

actually  collecting  the  tariff  taxes  m  New  York,  told  this  committee, 

as  I  remember,  tnat  on  the  same  articles  quoted  from  Germany  we 

are  collecting  more  tax  now  than  we  did  before  the  war. 

Mr.  ZoLUBB.  A  number  of  general  statements  have  been  made 

that  I  have  read  in  the  record  uiat  notwithstanding 

Senator  Simmons.  These  were  not  general  statements;  these  were 
facts  taken  from  the  official  records  in  the  city  of  New  York  and  were 
verified  by  the  receipts  in  the  Treasury  Department. 

Mr.  Z0LX.SB.  Senator,  you  can  not  collect  more  duty  at  the  same 
rate  to-day  than  you  did  in  1914  on  the  same  amount  of  importa- 
tions. That  can  not  be  done  under  the  present  system  so  lar  as 
Germany  is  concerned. 

Senator  Simmons.  It  can  be  done  if  the  importations  are  valued 
as  much  now  or  more  than  they  were  then. 
Mr.  ZoLLEB.  They  can  not  be. 

Senator  Simmons.  But.  they  were  for  the  purpose  of   imposing 
these  taxes. 
^Ir.  ZoLLBB.  Then  I  would  have  to  take  issue  with  those  witnesses. 
Senator  Simmons.  I  recommend  that  you  read  the  record  of  the 
hearings  at  which  Mr.  Fix  and  Mr.  Davis  and  De  Vries  spoke. 

Senator  Cubtis.  May  not  that  be  explained  by  the  fact  that  the 
evidence  has  shown  that  they  have  two  values  over  there,  one  an 
exporting  value  and  one  a  home  value  ? 

That  would  explain  the  difference  between  what  they  are  getting 
iu  Germany  for  tneir  goods  and  what  we  have  to  pay  for  them. 

Senator  Simmons.  What  we  are  interested  in  in  this  connection 
is  the  valuation  upon  which  duties  are  actuallv  paid,  and  they  said 
that  valuation  in  1921  was  higher  than  it  was  oefore  the  war. 
Senator  McLean.  That  was  on  a  very  few  articles. 
Senator  Watson.  They  did  not  make  that  as  a  sweeping*  state- 
ment. 

Senator  Simmons.  I  think  they  said  that  was  the  rule. 

Senator  Smoot.  And  even  for  those  articles  if  thev  wanted  to  cut 
the  price  they  could  do  so  by  selling  the  goods  at  the  home  market 
price,  but  as  long  as  they  can  get  the  price  out  of  America  they  are 
going  to  try  to  make  America  pay  it.  But  if  the  competition  were 
Keen  enougn  they  would  not  sell  the  goods  at  higher  than  the  home 
market  pnce;  they  would  sell  them  lower  if  necessary  in  order  to 
have  the  exportation. 

Senator  Simmons.  I  am  not  making  an  argument.  I  am  simply 
ealling  attention  to  that  statement  of  the  officials  of  the  Government. 
I  will  make  the  aigument  later. 

Mr.  ZoiXEB.  It  seems  to  me  that  an  ad  valorem  duty  imposed  in 
^^14  upon  a  foreign  value  at  a  rate  adequate  at  that  time  would  con- 
stitute no  protection  to-day  against  German  importation.    If  we 


362  TARIFF — AMERICAN  VALUATION'S. 

continue  the  levying  of  ad  valorem  duties  upon  foreign  values  ^•' 
must,  in  order  to  get  adequate  protection  against  German  importh- 
tion,  make  the  rates  so  high  as  to  constitute  practically  an  enu>anr' 
against  those  countries  whose  currency  has  not  been  much  depreci- 
ated. 

The  Chairman.  What  are  you  reading  from,  Mr.  Zoller  ? 

Mr.  Zoller.  I  am  reading  from  my  own  brief. 

The  Chairalan.  Is  that  printed  and  circulated  ? 

Mr.  Zoller.  It  is  printed. 

The  Chairman.  Has  it  been  printed  for  circulation  among  mem- 
bers of  the  committee  ? 

Mr.  Zoller.  Yes,  sir. 

The  Chairman.  Can  you  not  leave  copies  with  us  and  let  us  reaii 
them  ?  Seriously  spealung,  Mr.  Zoller,  if  every  person  takes  as  lon^ 
as  you  threaten  to  take  to-day,  we  will  never  get  throu^  this  bil! 
What  is  the  purpose — ^you  are  a  lawyer  of  great  experience  and  abii- 
ity — in  reading  to  the  committee  something  that  is  in  print  and  L^ 
going  to  be  placed  in  their  hands  ? 

Mr.  Zoller.  If  the  chairman  please,  this  is  a  very  important  mat- 
ter.    There  are  only  11  printed  pages. 

The  Chairman.  You  have  taken  half  an  hour  now. 

Mr.  Zoller.  That  is  because  of  the  interruptions. 

The  Chairman.  You  have  been  interrupted,  I  know.  You  are  a^ 
much  interested  as  we  are  in  expediting  thi^  work.  It  is  bad  enough 
to  listen  to  extemporaneous  statements  from  the  principal  himseK 
who  is  making  the  product,  but  when  it  comes  to  having  an  attorney- 
he  may  be  a  Daniel  Webster — reading  a  printed  brief  that  is  to  be 
placed  in  the  hands  of  the  committee,  it  is  a  matter  that  has  to  h&re 
a  pretty  good  reason  advanced  for  it. 

Mr.  Zoller.  All  right;  I  would  just  as  soon  speak  extempora- 
neously. 

The  Chairman.  I  know  you  can  speak  either  way  very  effectively. 

Mr.  Zoller.  I  was  doing  that  to  make  it  briefer;  that  is  all. 

The  Chairman.  Can  you  not  leave  your  brief  with  the  committee 
and  let  it  go  at  that  ?  I  want  to  hear  your  views,  and  I  shail  read 
your  brief  very  carefully. 

Mr.  Zoller.  Then  I  shall  proceed,  if  you  wish,  extemporaneously. 

The  Chairman.  Proceed  in  either  way  you  desire,  and  make  a 
brief,  and  we  will  read  your  article  also.  1  have  known  vou  favorably 
for  many  years,  Mr.  Zoller,  and  I  do  not  want  to  exhibit  any  suspi- 
cion of  curtailment,  but  please  bear  in  mind  the  troubles  of  the 
committee. 

Mr.  Zoller.  I  shall  endeavor  to  do  that,  Mr.  Chairman.  I  have 
endeavored  in  this  presentation  to  weigh  before  the  committee  the 
advantages  and  disadvantages,  and  I  wanted  to  present  that  in  my 
own  way  if  I  could,  not  that  I  am  advancing  entirely  original  idea5, 
because  not  many  ideas  to-day  are  original  anyhow,  but  I  think  I 
am  presenting  the  matter  in  another  way  that  might  be  of  some  serr- 
ice  to  the  committee. 

Senator  Smoot.  Can  you  tell  me  why  this  organization  was  formed  i 

Mr.  Zoller.  It  was  formed  because  they  believed  in  protection  io 
American  industry  and  that  the  American  valuation  plan  was  the 
only  practical  way  to  brinff  it  about.  They  wanted  to  make  a  careful 
study  of  it  and  understand  it  and  get  it  adopted  if  they  could. 
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Senator  Smoot.  I  was  informed  sometime  ago  by  a  member  of 
to  association  that  it  was  organized  for  the  purpose  of  combatting 
x>paganda  that  had  been  started  by  the  importers. 
^lr.  ZoLLER.  Of  course,  that  is  tlie  real  reason.     It  is  a  defensive 
reposition  to  that  extent. 

I  think  one  important  point  about  the  American  valuation  is 
lis — and  I  think  it  is  important  from  the  standpoint  of  the  opposi- 
<>n  as  well  as  from  that  of  the  other  side — and  tnat  is  if  we  nut  this 
utv  upon  American  valuation,  then  the  duty  itself  will  not  fluctuate 
'itfi  tne  fluctuation  of  foreign  currency.  I  believe  if  we  put  an 
dejquate  duty  to-day  upon  foreign  valuation  it  might  become 
ntirely  inadequate  if  foreign  currency  should  depreciate  more;  but 
believe,  on  tne  other  hand,  it  might  become  prohibitive  if  foreign 
\irrency  should  recover.  I  believe  that  the  American  valuation 
dan  results  in  two  distinct  advantages  to  the  consumer  which  could 
lot  be  obtained  under  foreign  valuation.  One  of  those  advantages 
s  that  we  get  more  duty  from  the  low  price  country  without  placing 
I  corresponding  burden  upon  the  itmerican  consumer.  What  I 
nean  by  that  is  this:  Tjnder  the  American  valuation  plan,  an 
irticle  imported  from  China,  for  example,  would  be  subjected  to 
the  same  auty  as  a  similar  article  coming  from  England,  whose  costs 
of  production  are  much  higher. 

This  securing  of  additional  revenue  from  China  and  other  countries 
whose  production  costs  are  low,  is  secured  without  imposing  a  cor- 
re«ponaing  burden  upon  the  American  consumer.  The  sale  of  the 
article  froip  England  m  this  case  establishes  the  price  to  the  iVmerican 
consumer.  Imposing  more  duty  upon  a  similar  article  from  China 
does  not  increase  that  price,  but  it  does  reduce  the  profit  of  the 
Chinese  merchant  and  makes  it  more  comparable  to  the  profit  of  the 
English  merchant.  Any  tax  law  that  equitably  produces  more  rev- 
enue without  imposing  a  corresponding  burden  upon  the  consumer 
is  almost  an  ideal  tax  Taw.  The  American  valuation  plan,  therefore, 
is  of  material  benefit  to  the  consumer  from  this  standpoint. 

Another  benefit  which  I  see  to  the  consumer  under  this  law  is 
that  it  will  have  a  tendencv  to  reduce  retail  prices  by  educating  the 
American  people  as  to  wholesale  prices  and  they  will  then  have  some 
conception  as  to  what  the  retail  prices  ought  to  be. 

Under  this  plan  we  can  treat  all  foreign  countries  alike  by  imposing 
the  same  duty  upon  the  same  article  regardless  of  the  country  from 
which  it  comes. 

Above  all,  the  American  valuation  plan,  I  believe,  would  prevent, 
to  a  very  great  extent,  undervaluation,  and  make  it  possible  for  the 
Government  to  collect  substantially  all  the  duty  prescribed  by  law. 
I  say  **  to  a  very  great  extent.''  I  think  there  will  be  some  under- 
valuation, even  under  the  American  plan,  but  I  think  it  will  be  negli- 
gible compared  with  the  undervaluation  that  we  have  under  the 
present  plan. 

I  have  in  this  brief  an  argument  from  an  English  economist  in 
regard  to  undervaluation  as  taking  place  to-day.  I  quoted  from  him 
because  I  thought  he  might  be  unbiased,  being  an  outsider  looking  on. 
It  has  been  my  experience  in  taxation  that  whenever  an  ad  valorem 
tax  is  imposed  upon  the  value  of  property,  whether  it  be  a  duty  or 
some  other  tax,  there  is  always  a  tendency  toward  undervaluation. 
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I  think  this  is  evident  time  and  again  in  the  imposition  of  ad  yak^r*' 
taxes  upon  property  by  the  diflFerent  States. 

The  Chairman.  Do  not  argue  that. 

Mr.  ZohLER,  Then,  I  would  like  to  take  up  the  disadvantages^. 
think  the  great  disadvantage  that  has  been  argued  is  that  the  Aiur 
ican  valuation  plan  itself  results  in  imposing  more  duty  upon  import  * 
articles  than  would  be  the  case  if  the  duty  were  imposed  upon  lorec 
value.  That,  of  course,  we  know  is  not  tne  case.  My  unaerstan<iir . 
of  the  American  valuation  plan  is  that  the  committee  will  first  det*T 
mine  how  much  duty  ought  to  be  imposed  against  a  certain  fore;^ 
article  and  then  fix  tne  rate  high  or  low  enough  to  get  that  particu^A- 
amount  of  duty,  whether  it  is  fixed  upon  the  American  or  foreiir 
valuation. 

Another  argiunent  has  been  that  the  American  valuation  plan  «r.. 
be  difficult  to  determine.  It  is  our  view  that  it  would  not  be  - 
difficult  to  determine  as  the  foreign  value  if  we  actually  got  (!.• 
foreign  value;  and,  while  we  admit  that  it  might  cost  more  to  admir.- 
ister  and  determine  the  American  value,  we  believe  that  it  will  ^• 
worth  all  it  costs. 

Another  argument — and  I  want  to  be  brief  about  this  point— > 
that  the  importer  will  not  know-  with  any  degree  of  accuracy  th- 
amount  of  diity  until  after  the  duty  is  paid. 

In  the  first  place,  I  think  that  any  experienced  business  mar. 
whether  he  be  a  manufacturer  or  a  wholesaler,  knows  two  things  - 
the  cost  of  his  product  and  what  he  is  going  to  get  for  it.  But  ^-■ 
that  as  it  may,  it  seems  to  me  that  if  you  impose  this  duty  up«»r 
foreign  value  to-day  there  is  going  to  be  grave  uncertainty  as  to  ihr 
amount  of  protection  afforded  imder  it,  and  the  imcertamty  of  th' 
importer  in  isolated  cases  will  be  negligible  compared  with  th^ 
uncertainty  as  to  the  protection  that  we  will  get  if  this  duty  t^ 
imposed  on  foreign  value  instead  of  American  vaKie. 

1  want  to  argue  one  other  point  that  has  been  ur^ed  against  it.  I 
believe  it  has  been  urged  that  the  American  valuation  would  permit 
the  American  producer  to  increase  the  duty  by  increasing  the  whole- 
sale price  here.  That  proposition  has  been  stated  in  another  wav 
that  it- would  permit  tne  American  producer  to  actually  write  tfcf 
rates  in  the  bill.  No  one  has  ever  suggested  to  oiu*  knowledge  a^ 
an  objection  that  under  our  present  law  the  foreigner  might  redu'^e 
the  duty  against  his  American  competitor  by  reducing  the  pricf 
upon  which  the  duty  was  assessed,  and  therefore  the  foreigner 
instead  of  Congress  actually  write  the  rates  in  the  tariff  bill.  Ano 
yet  the  foreigner  is  in  a  much  better  position  to  write  the  rates  :f 
that  is  what  it  amounts  to)  under  the  present  law  than  the  American 

{)roducer  would  ever  be  under  the  American  valuation  plan.  If  thr 
oreigner  can  in  any  way,  under  our  present  law,  justify  a  lower 
valuation,  or  if  he  can  get  the  duty  imposed  upon  a  lower  valuation 
without  justification,  the  result  is  directly  beneficial  to  the  forei^ 
importer,  because  it  reduces  his  duty  and  increases  his  profit. 

If  the  American  producer,  on  the  other  hand,  attempts  to  rtdse  th*^ 
dutv  bv  increasing  the  selling  price,  thereby  writing  the  rates  of  duty 
in  tlie  law — ^if  that  is  what  it  amounts  to — under  tne  American  valu- 
ation plan,  the  result  is  directly  disadvantageous  to  the  ^Vmeriran 
producer,  because  the  rate  of  duty  being  always  less  than  lOlJ  per 
cent,  he,  by  his  own  act^  puts  himself  in  a  position  to  b©  at  on*-^ 
undersold  by  his  foreign  competitor. 
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Now,  the  foregoing  are  the  advantages  and  disadvantages.  I  have 
\<>t  gone  into  them  to  as  great  an  extent  as  I  might  have  done, but 
[have  tried  to  be  brief,  and  our  conchision  is  that  wliile  there  are 
iisadvantages,  we  think  that  the  advantages  far  outweigh  the  dis- 
advantages, and  we  beUeve  with  the  Secretarv  of  Commerce  that  if  we 
!vre  going  to  get  adeouate  protection  without  having  prohibitive  duties 
eigaiiist  countries  other  than  Germany,  the  American  valuation  plan 
is  the  only  alternative. 

Mr.  Chairman,  I  wish  to  thank  the  committee  for  its  courtesy.  I 
have  sufficient  copies  of  this  brief  so  that  every  member  of  the  com- 
mittee can  have  one. 

The  Chairman.  WiU  you  kindly  leave  them  with  the  clerk  of  the 
<»omniittee.  I  am  fully  persuaded  that  you  have  made  a  very  force- 
ful and  excellent  presentation  in  this  brief  of  yours. 

Senator  McCumber.  Is  this  brief  to  be  printed  in  the  record  ? 
The  Chairman.  Do  you  desire  the  brief  printed  as  part  of  your 
testimony,  Mr.  ZoUer  ? 

\fr.  Z6LLER.  I  would  like  to  have  it  printed. 
The  Chairman.  Then  it  will  be  printed  and  gone  over  very  care- 
fully by  the  committee. 

Senator  Simmons.  There  are  quite  a  number  of  questions  I  wanted 
to  ask  this  witness,  but,  as  you  have  stated,  Mr.  Chairman,  the  com- 
mittee is  very  anxious  to  get  through  with  these  hearings  and  I  have 
concluded  that  I  would  not  ask  the  questions. 

The  Chairman.  I  hope  the  Senator  will  go  ahead  and  ask  them  if 
he  desires  to  do  so.  The  witness  seems  to  be  thoroughly  conversant 
with  the  subject. 

Senator  Simmons.  I  recognize  the  situation  before  the  committee 
and  will  not  ask  them. 

(The  brief  submitted  by  Mr.  Zoller  on  the  subject  of  American 
valuation  is  as  follows:) 

American  Valuation, 

Mr.  Chairman  and  gentlemen  of  the  committee.  I  represent  the  American  Valua- 
tion AMsociation.  This  association  is  composed  of  manufacturers  or  manufacturing 
atsociatioifc.  I  have  a  list  of  the  membership  to  date,  which  I  will  file  if  the  com- 
mittee so  desires. 

We  come  here  to  say  to  this  committee,  not  only  that  we  are  in  favor  of  the  American 
valuation  plan^  but  that  we  feel  there  is  little  hope,  under  present  conditions,  of 
industry  securing  adequate  protection  against  all  foreign  countries  unless  the  plan 
i"  adopted.  In  other  words,  we  agree  with  Secretary  Hoover  "that  with  the  unstable 
ciiirenc)r  and  exchange  situation  that  we  have  in  a  large  part  of  Europe  to-day  there 
1*  pracUcally  no  other  alternative." 

DEPRECIATION   OP  FOREIGN   CURRENCY. 

In  studying  this  matter  we  have  prepared  some  figures  showing  the  value  of  cur- 
Tency  of  Great  Britain,  France,  Germany,  and  Japan  both  before  the  World  War 
&Qd  at  present.    The  table  comprising  these  figures  is  herewith  submitted: 


Country. 


^rwit  Britain 
irance 

Japan...*]*" 


^foney  unit. 


Pound  sterling 

Franc 

Mark 

Yen 


Value  in 

United 

States 

money, 

July  1,1914. 


14.88 
.194 
.238 
.501 


Value  in 

United 

States 

money, 

July  1,1821. 


13.73 
.08 
.013 
.481 


$5.M  ■ 

f  -  * 

2.50 

. 

4.83  ' 

•  ,' 

4.16 

«  . 

&44 

••  -. 
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It  shows  among  other  things  that  on  July  1,  1914,  the  Gennan  mark  wm  w<vii 
in  United  States  money  $0,238,  but  on  July  1,  1921,  the  same  Gennan  mirk  vm 
worth  in  United  States  money  only  $0,013;  that  in  1914  an  ad  valorem  duty  at  V'-« 
per  cent  imposed  upon  the  foreign  value  of  a  German  article  costing  150  marks  wt>c: ' 
amount  to  $11.90,  but  to-day,  due  to  depreciation  of  the  German  mark,  the  dat>  »' 
the  same  rate  would  amount  to  much  less  than  that. 

In  1914  skilled  laborers  in  Germany  received  about  8.7  marks  per  day,  equi%'AU*j: : 
at  that  time  to  about  $2.09.    In  January,  1920  (I  have  not  the  figures  for  1921  •  ^i   '. 
skilled  laborers  received  the  equivalent  of  73  cents  per  day,  which  amount  if  r«:= 
verted  into  marks  at  the  rate  of  exchange  prevailing  on  July  1,  1921,  would  tn^^' 
about  56  marks  per  day.    Other  things  being  equal,  it  follows  that  an  article  coffo;-: 
150  marks  in  1914  would  cost  about  7  times  that  amount,  or  1,050  marks*  in  Iv^. 
One  thousand  and  fifty  marks  in  1921  would  be  auivalent  to  about  $13.B5.    An  & 
valorem  dutv  on  this  amount  at  33^  per  cent  would  amount  to  only  $4.55  as  a^aj.xi.-> 
$11.90,  the  duty  that  would  be  collected  at  the  same  rate  in  1914.    But  there  »  ^ 
other  important  factor  in  the  situation.    Wages  in  Germany,  measured  in  term^  *c 
United  States  money,  have  gone  down  materially  since  1914.    In  1914  tkilW- 
laborers  in  Germany  received  the  equivalent  of  $2.09  per  day.    In  January*.  l^J 
they  received  the  equivalent  of  only  about  73  cents  per  day,  notwithstanoin^  ti  - 
fact  that  they  received  a  much  greater  number  of  marks  per  day.     In  the  I'ni te- 
states, on  the  otiier  hand,  wages  have  materially  advanced  during  the  same  perv'-a 
This  is  shown  by  the  following  table: 

Employment.  '       1914  lay 

I 

Bricklayers per  day. . ' 

Laborers do 

Carpenters do , 

Painters , do | 

Plasterers do 

I 

Note.— The  figures  used  herein  as  regards  wages  here  and  in  Germany  are  taken  from  paircs  9,  22.  t-  . 
74  of  bulletin  enUtled  "Wages,"  prepared  for  Ways  and  Means  Committee  of  the  House,  dbttd  19Bn. 

The  ad  valorem  dutv,  therefore,  instead  of  being  made  less  than  it  was  in  1!*I4 
as  it  certainly  would  be  if  imposed  upon  the  foreign  value  to-day  at  any  reasooal*!** 
rate,  should  be  made  more  because  of  the  difference  in  labor  costs  between  thi* 
country  and  Germany  to-day  as  compared  with  1914. 

FORBIGN  YALUB^BMBARGO. 

From  the  foregoing  it  seems  ob^dous  that  an  ad  valorem  duty  imposed  in  19H 
upon  forei^  value  at  a  rate  entirely  adequate  at  that  time  would  constitute  ptmctically 
no  protection  at  all  to-day  against  German  importations. 

If  we  continue  the  levying  of  ad  valorem  duties  upon  foreign  value,  we  must,  in 
order  to  get  adequate  protection  against  German  importations,  make  the  rate  so  hiud 
as  to  constitute  practically  an  embargo  against  those  countries  whose  oiineiir>*  hft« 
not  been  much  depreciated! .  In  any  event  protection  against  Germany  to-day  aDd<-r 
our  present  system  probably  means  a  prohibitive  duty  against  many  of  the  othrr 
foreign  countries. 

AMERICAN   VALUATION   PLAN. 

If  we  can  not  impose  ad  valorem  duties  to-day  as  a  practical  matter  upon  foreign 
value  and  must  impose  ad  valorem  duties,  then  it  would  seem  that  the  omy  alK'nu- 
tive  is  to  impose  such  duties  upon  the  American  value  instead  of  the  foreign  valu' 

ADVANTAGES  OF  THE  AMERICAN  VALUATION   PLAN. 

The  American  valuation  plan  has  the  following  advantages: 

1.  If  our  ad  valorem  rates  are  applied  upon  the  American  value  the  duty  will  o  >i 
fluctuate  because  of  the  fluctuation  of  foreign  currency.  This  is  very  important, 
because  if  we  should  impose  to-day  an  adequate  ad  valorem  duty  based  upon  foTPijro 
value,  such  duty  automatically  might  become  inadequate,  due  to  further  deprecu* 
tion  in  the  foreign  currency,  or  it  automatically  might  oecome  prohibitive  should  lb** 
foreign  currency  recover. 
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2.  The  American  valuation  plan  would  result  in  two  distinct  advantages  to  the 
.VmericKQ  consumer,  which  advantages  could  not  be  attained  if  our  ad  valorem  duties 
were  iini>oaed  upon  foreign  value. 

ia)  It  Ib  a  means  of  securing  more  revenue  from  those  countries  whose  costs  of 
l>roduction.  are  low  than  would  be  secured  if  the  duty  were  imposed  upon  foreign 
value.      Under  the  American  valuation  plan,  an  article  imported  from  China,  ror 
example,  ^virould  be  subjected  to  the  same  duty  as  a  similar  article  coming  from  Eng- 
land ,  whose  costs  of  production  are  much  hieher.    This  securing  of  additional  revenue 
from  OhinA  and  other  countries  whose  production  costs  are  low,  is  secured  without 
imposii^  Sk  corresponding  burden  upon  the  American  consumer.    The  sale  of  the 
article  nfc»ii  England  in  this  case  establishes  the  price  to  the  American  consumer. 
Impoein^  more  duty  upon  a  similar  article  from  China  does  not  increase  that  price, 
but  it  does  reduce  the  profit  of  the  Chinese  merchant  and  makes  it  more  comparable 
to  the  profit  of  the  English  merchant.    Any  tax  law  that  equitably  produces  more 
revenue  without  imposing  a  corresponding  burden  upon  the  consumer  is  almost  an 
ideal  tax  law.    The  Amencan  valuation  plan,  therefore,  is  of  material  benefit  to  the 
consumer  from  this  standpoint. 

(b)  The  American  valuation  plan  tends  to  lower  retail  prices.  At  this  time  I  think 
we  will  all  agree  that  retail  prices  are  M^h  compared  with  wholesale  prices,  the  prices  of 
manofncturers  and  prices  of  raw  matenals.  By  imposing  our  ad  valorem  duties  upon 
the  American  wholesale  value  we  educate  the  Amencan  people  as  to  wholesale  values. 
If  the  i>eople  know  the  wholesale  value  they  will  have  some  conception  of  what  the 
retail  price  ought  to  foe.  This  will  have  a  tendency  to  adjust  retail  prices  to  the 
benefit  of  the  American  consumer. 

3.  This  plan  will  make  it  possible  to  treat  all  foreign  countries  alike  bv  imposing 
the  aame  auty  upon  the  same  article  regardless  of  the  country  from  which  it  comes. 
As  it  is  now  we  discriminate  against  those  countries  haying  the  higher  production 
coets  in  favor  of  those  coimtriee  na\dng  the  lower  production  posts,  so  that  to-day  we 
discourage  the  establishment  or  maintenance  of  better  living  conditions  abroad. 

4.  American  valuation  will  prevent,  to  a  very*great  extent,  undervaluation  and 
make  it  possible  for  the  Government  to  collect  substantially  all  the  duty  prescribed 
by  law.  There  has  been  much  controversy  in  regard  to  the  extent  of  this  undervalua- 
tion. In  this  connection,  I  ask  permission  to  quote  briefly  from  a  book  entitled 
' '  Tariff  at  Work,  * '  written  by  an  English  economist  by  the  name  of  Higinson .    He  says : 

;'No  importation  of  any  merchandise  exceeding  $100  in  value  is  admitted  to  entry 
without  the  production  of  a  duly  certified  invoice.    Such  invoices  must,  before  ship- 
ment of  the  goods,  have  been  produced  to  the  consular  oflicer  of  the  United  States 
in  the  country  from  which  the  goods  were  shipped  and  indorsed  with  the  declaration 
of  the  producer,  manufacturer,  owner,  or  agent,  setting  forth  that  the  invoice  is  in  all 
respects  correct  and  true  and  giving  the  precwe  detaus  as  to  the  terms  under  which 
the  goods  are  supplied  and  shipped.    On  arrival  of  the  goods  in  the  United  States 
the  declaration  attached  to  the  invoice  must  be  made  by  the  consignee,  importer,  or 
agent,  or  in  certain  cases  by  itie  manufacturers  or  owner.    It  will  be  seen  that  the 
r^ulations  are  so  framed  as  to  close  every  loophole  of  escape  from  the  correct  entry 
of  the-^oods,  yet  on  the  part  of  those  whose  judgment  is  so  valuable,  a  pronounced 
pessimism  is  prevalent  as  to  the  real  effect  of  this  safeguard.    There  is  some  suspicion 
that  many  of  the  invoices  are  either  willfully  fraudulent,  or  are  posted  by  partners  or 
clerks  not  sufficiently  acquainted  with  the  valuation  of  the  goods.    It  is  alleged  indeed 
that  many  manufacturing  firms  and  mercantile  houses  in  Europe  have  junior  partners 
who  are  purposely  kept  ignorant  of  the  real  facts  with  regard  to  the  goods  exported  to 
the  United  States,  so  that  they  miay  testify  on  the  invoices  to  the  best  of  their  knowl- 
edge and  belief. 

"With  reference  to  the  consular  check  on  the  invoice,  it  is  rep:arded  by  high  oflScials 

as  a  mere  nominal  one,  in  which  the  consul  himself  is  deeply  interested  from  the  point 

^f  view  of  his  own  fee,  making  it  of  little  or  no  value  from  the  revenue  standpoint." 

Whenever  an  ad  valorem  tax  is  imposed  upon  the  value  of  property,  whether  it  be 

a  duty  or  nome  other  tax,  there  is  always  a  tendency  toward  undervaluation.    This  is 

evidenced  time  and  again  in  the  imposition  of  ad  valorem  taxes  upon  property  by  the 

different  States.    As  a  result  of  this  tendency  toward  undervaluation  many  States 

"Ave  practically  abandoned  any  attempt  to  impose  ad  valorem  taxes  upon  property 

other  than  real  estate.    This  undervaluation  can  only  be  prevented  by  the  assessing 

officer  having  absolute  knowledge  as  to  valuea.     It  seems  obvious  without  argument 

|J*at  an  assessing  officer  or  appraiser  of  this  country  could  be  expef^ted  to  have  a  better 

knowledge  of  values  in  this  country  where  he  resides  than  he  could  of  values  in  a 

country  where  he  had  never  been.    It  also  seems  obvious  that  he  would  have  better 

wid  surer  means  of  securing  that  knowledge  here  than  he  would  abroad.    We  must 
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remember  in  this  connection  that  the  i)eople  here  are  in  sympathy  with  die  etAr*^ 
ment  of  our  laws;  that  we  have  jurisdiction  to  compel  our  own  people  to  eive  tB«tim«-i- 
and  furnish  evidence  needed  for  the  enforcement  of  our  laws.  Abroaa,  on  the  'K^* 
hand,  the  people  are  not  necessarily  in  sympathy  with  the  enforcement  of  our  lav- 
especially  our  tariff  laws,  because  such  enforcement  is  detrimental  to  their  interp!=c>. 
It  would  be  to  their  advantage  if  our  tariff  laws  broke  down  and  were  not  enforced  i* 
all.  More  than  this,  we  have  no  jurisdiction  to  compel  these  foreign  peoples  to  r**  * 
testimony  and  furnish  evidence  to  enable  us  to  enforce  our  laws  against  tbeai. 

5.  Lastly,  the  American  valuation  plan  would  make  it  unneceaBary  for  this  Gov«n- 
ment  to  carrv  on  foreign  incitusitions  in  an  attempt  to  secure  foreign  values,  inqimuL- 
abroad  into  tneprivate  affairs  of  citizens  of  foreign  countries,  much  to  their  di^gtisc  iaj 
displeasure.  Foreign  countries  resent  these  inquisitions  and  they  have  resulted  u 
the  past  in  no  small  amount  of  irritation  upon  the  part  of  countries  otherwise  M€Oii}-> 
toward  us.  | 

DISADVANTAGES  URGED. 

The  foregoing  are  some  of  the  advantages  of  the  American  valuation  plan  over  ih* 
foreign  valuation  plan .  We  now  desire  to  consider  with  you  some  of  the  msadvantif^ 
that  nave  been  ui^d  against  American  valuation. 

1.  It  has  been  contended,  or  at  least  intimated,  by  many  people  in  the  pren  aif^ 
elsewhere  that  the  American  valuation  plan  neceesarilv  results  in  imposing  vaon  dnr^ 
upon  imported  articles  than  would  be  tne  case  if  the  duty  were  imposed  upon  fonim 
value.  Some  of  the  critics  of  the  schedules  in  the  pending  bill  have  stated  that  th^ 
duty  has  been  increased  merely  on  account  of  the  substitution  of  American  value  for 
foreign  value.  This  reasoning  is  fallacious  and  misleading  so  far  as  the  unec^ihisticate^ 
are  concerned.  These  critics  should  address  themselves  to  the  rates  and  not  to  thr 
base  upon  which  these  rates  are  applied  and  be  made  to  understand  that  the  nme  dut? 
could  De  imposed  upon  the  foreign  value  provided  that  could  be  ascertained  witii  ao> 
degree  of  certainty  under  present  conditions.  And  in  order  that  the  public  may  an^ 
be  misled,  it  should  be  clearly  stated  that  American  valuation  in  itsdt  does  not  niei= 
more  duty  or  less  duty  than  we  had  before. 

2.  It  has  been  suggested  that  the  American  value  would  be  difficult  to  determiiir 
It  is  our  view  that  this  value  would  not  be  so  difficult  to  determine  as  the  true  iff- 

X  value  if  we  actually  got  the  true  foreign  value  in  all  cases.  If  it  costs  nu)r^  ti> 
inister  our  tariff  law  under  the  American  valuation  plan  than  it  does  under  tht- 
present  make-shift  plan  which  does  not  secure  the  true  foreign  value,  it  is  our  optmrni 
that  the  proposed  substitute  will  be  worth  much  more  to  this  country  than  it  cao 
possibly  cost  to  administer  it. 

One  Government  expert,  if  we  understand  his  testimony  correctly,  after  emplu- 
fiizing  the  difficulties  in  putting  this  plan  in  force,  suggested  as  a  substitate  for  v 
a  fictitious  foreign  value.  This  fictitious  foreign  value  was  to  be  deterauned  b\ 
making  certain  deductions,  some  arbitrary  and  some  not,  from  this  same  identic^ 
American  value.  This  sufigestion  would  seem  to  be  an  adnuflsion  upon  the  part  of 
this  Government  expert  that  the  American  value  could  be  obtained  at  least  ior  tV 
purpose  of  determining  his  suggested  fictitious  foreign  value.  If  it  oould  be  obtain^ 
for  that  purpose,  it  certainly  could  be  obtained  for  the  purposes  of  the  pendimr  bill 
Therefore,  we  do  not  look  upon  this  witness  as  one  who  beueves  it  impractioible  to 
attempt  to  ascertain  the  American  value.  It  is  our  view  that  if  this  bill  be  eBactf>d 
into  law  our  Government  officials  without  ereat  difficulty  will  be  able  to  adjust  them- 
selves to  the  changed  conditions  and  will  soon  become  much  more  fM^^K***  with 
American  ^'alues  than  they  have  ever  been  with  true  foreign  values. 

3.  It  has  been  urged  that  if  the  ad  valorem  rates  be  applied  upon  the  Americazi 
value,  the  importer  will  be  unable  to  determine  with  certainty  in  advance  of  pay- 
ment of  the  duty  the  amount  thereof.  Is  it  not  a  fact  that  any  experienced  bimnff^ 
man,  be  he  a  manufacturer  or  a  wholesaler,  knows  at  least  two  things  to  ahnoK  i 
certainty,  namely:  (a)  The  cost  of  his  product,  and  (6^  the  selling  price?  He  wooM 
not  remain  in  business  long  if  he  did  not  know  these  tnings.  If  we  impose  this  daty 
upon  foreign  value  to-day  there  is  bound  to  be  grave  uncertainty  as  to  the  amount 
of  protection  afforded  American  industrv.  So  if  we  admit  that  there  might  be  9o*a^ 
uncertainty  as  to  the  exact  amount  of  cluty  collectable  in  isolated  cases,  we  submit 
that  that  uncertainty  is  negligible  as  compMired  to  the  uncertainty  that  would  rmiti 
if  these  duties  are  not  imposed  upon  a  permanent  and  substantial  base. 

4.  Lastly,  it  has  been  ureed  that  the  American  valuation  plan  would  result  in  vtf- 
mitting  the  American  producer  to  increase  the  dutv  against  his  foreign  oompstW 
by  increasing  the  wholesale  selling  price  here.  Tnis  proposition  has  been  slatf^i 
another  way  by  8a>ing  that  this  plan  would  permit  the  American  producer  instead 
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CoDgreos  to  wrile  the  taii£f  rates.  This  we  think  a  novel  objection.  No  one  ever 
^«e8ted»  to  our  knowledge,  as  an  objection  that  under  our  present  law  the  foreigner 
ight  reduce  the  duty  against  his  American  competitor  by  reducing  the  price  upon, 
tiicfa  the  duty  was  assessed,  and  therefore  the  foreigner  instead  of  Congress  actually 
ritce  the  rates  in  the  tariff  bill.    And  yet  the  foreigner  is  in  a  much  better  position 

write  the  rates  (if  that  is  what  it  amounts  to)  under  the  ptresent  law,  tluui  the  Amer>- 
an  producer  would  ever  be  under  the  American  valuation  plan.    If  the  foreigner 
in  in  any  way,  under  our  present  law,  justify  a  lower  valuation,  or  if  he  can  get  the- 
II ty  impoeed   upon  a  lower  valuation  without  justification,  the  result  is  directly 
^neficiaa  to  the  foreign  importer,  because  it  reduces  his  duty  and  increases  his  profit. 
[  the  American  producer,  on  the  other  hand,  attempts  to  raise  the  duty  by  increas- 
ig  the  selling  price,  thereby  writing  the  rates  of  duty  in  the  law  (if  that  is  what  it 
mounts  to)  under  Uie  American  valuation  plan,  the  result  is  directly  disadvanta- 
eous  to  the  American  producer,  because  the  rate  of  duty  being  always  less  than  100 
er  cent,  he,  by  his  own  act,  puts  himself  in  a  position  to  be  at  once  undersold  by  his- 
>reign  competitor. 

We  have  endeavored  to  weigh  before  you  the  advantages  and  disadvantages  of  the 
Imerican  valuation  plan.  We  believe  that  there  must  be  disadvantages,  because 
here  always  are.  but  it  is  our  sincere  belief  that  the  advantages  far  outweigh  the- 
liaadvantagee.  If  we  are  to  have  adequate  protection  for  our  industries  and  are  to 
De  put  in  a  position  in  this  country  to  maintain  the  usual  standards  of  living  for  our 
\merican  workers,  without  the  imposition  of  prohibitive  duties  against  some  coun- 
tries other  than  Germany,  it  seems  to  us,  as  it  does  to  the  honorable  Secretary  ot 
Commerce,  that  the  American  valuation  plan  is  the  only  alterative. 
Respectfully  submitted. 

J.  F.  ZOLLER, 

Representing  American  Valuation  Auodation,. 

304  Madi9on  Avenue,  New  Yotk^  N.  Y. 

The  Chaikman.  The  committee  will  now  hear  Mr.  Charles  A^ 
Bihler,  of  New  York,  rejpresenting  the  Allied  Lace  and  Embroidery 
Manufacturers'  Association. 

STikTEMEHT  OF  KB.  CHABLES  A.  BIHLER,  OF  EEW  YOBKh 
BEPBESBETIVe  THE  ALLIED  LACE  AHD  EKBBOIDEBY 
MAHTTFACTUBEBS'  ASSOCIATIOH. 

The  Chairman.  Where  do  you  reside,  Mr.  Bihler  ? 

Mr.  BiHLEB.  I  reside  in  New  York  Citj,  51  Manhattan  Avenue. 

The  Chairman.  What  is  your  occupation  ? 

Mr.  Bihler.  I  am  a  manufacturer  of  laces  and  embroideries. 

The  Chairman.  Where  is  your  manufacturing  concern  \ 

Mr.  BiHLBR.  In  West  New  York  and  New  Jersey. 

The  Chairman.  Are  you  an  importer  alpo  ? 

Mr.  BiHUSR.  I  am  not  an  importer;  no,  sir. 

The  Chairman.  Will  you  proceed  now  ? 

Mr.  Bihler.  I  also  represent  the  Allied  Lace  and  Embroidery 
Manufacturers'  Association  of  New  York,  the  United  States  Lace  and 
Embroidery  Manufacturers'  Association  of  West  New  York  and  New 
Jersey,  and  I  have  also  been  authorized  to  address  my  remarks  to  the- 
committee  on  behalf  of  the  Millinery  Braid  Manufacturers'  Associa- 
tion, the  National  Knitted  Outerwear  Association,  and  the  Braid 
Manufacturers'  Association  of  the  United  States,  although  I  am  not  a 
member  of  the  last  three  associations. 

Senator  Walsh.  I  think  it  would  be  well,  Mr.  Chairman,  for  wit- 
nesses who  deal  with  several  items  in  the  schedule  to  immediately 
call  our  attention  to  the  section  in  the  House  bill  which  they  are 
Qiscussing. 

Senator  Watson.  They  are  discussing  the  AmericaiL  valuation  only  ^ 
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Mr.  BiHLER.  I  particularly  refer  in  my  remarks  to  the  co 
that  I  maniifactm*e.     We  urge  the  adoption  of  the  American 
tion  because  in  the  central  European  countries  we  have  such 
condition  in  exchange  rates  that  we  believe  we  can  not  overcome 
in  any  other  way. 

We  find  that  to-day — and  I  will  substantiate  my  statement  by 
mittin^  samples  afterwards — the  prices  in  Germany  on  the  co: 
ities  that  I  personally  manufacture,  are  on  the  average  about  30^ 
cent  lower,  measured  in  dollars,  not  in  marks,  than  tliey  were  ■( 
vious  to  the  war.  The  labor  costs  over  there  in  our  particular  fij 
are  about  five  to  six  times  as  much  in  marks  as  they  were  before  tl 
war,  but  the  value  of  the  mark  is  so  low  to-day  that  we  are  absohtd 
unable  to  compete,  and  I  do  not  believe  any  such  rate  could  be  aaei 
tained  that  would  protect  us  or  give  us  a  chance  to  manirfacti 
against  the  German  or  any  of  the  central  European  countries  A 
have  lower  exchange  rates,  without  cutting  out  other  countries  th 
have  not  such  a  depreciated  currency. 

Senator  Watson.  Are  those  articles  being  imported  tram  Genua 
now  ? 

Mr.  BiHLER.  They  are. 

Senator  Watson.  Are  vour  factories  closed  ? 

I^.  BiHLER.  We  are  about  15  per  cent  busy.  That  is  about  ti 
average  running  force  of  the  factories  of  this  country  in  my  coi 
modity. 

Senator  Watson.  Do  you  attribute  that  to  imports  from  Grermai 
or  to  the  general  industrial  condition  in  the  United  States  ? 

Mr.  BiHLER.  I  attribute  it  to  both  but  largely  to  the  low  priceB 
goods  from  Germany. 

The  Chaib&iax.  I)o  the  factories  that  are  open  run  overtime? 

Mr.  BiHLER.  No,  sir. 

The  Chairman.  What  percentage  of  their  capacity  are  they  n 
ning? 

Mr.  BiHLER.  I  hardly  think  they  exceed  20  per  cent. 

The  Chairman.  Have  wages  been  reduced  ? 

Mr.  BiHLER.  In  this  country? 

The  Chairman.  Yes. 

Mr.  BiHLER.  Not  very  much.  We  have  not  been  able  to  redo 
wages  very  much  inasmuch  as  rent  conditions  are  not  going  down. 

Senator  McLean.  Do  they  not  work  a  certain  number  oi  days  in 
week,  and  does  not  that  result  in  a  reduction  of  wages  ? 

Mr.  BiHLER.  It  doe^  in  a  measure,  but  we  pay  proportionate 
more  per  hour  than  we  did  before. 

vSenator  McLean.  But  you  attain  your  object  by  running  a  fi 
days  in  a  week  ? 

Mr.  BiHLER.  Ye^,  ^ir;  somewhat.  That  does  not,  however,  redn 
our  cost. 

Senator  McLean.  It  is  a  reduction  to  the  employee  ? 

Senator  Smoot.  But  not  a  reduction  in  the  value  of  the  goods. 

Mr.  BiHLER.  It  does  not  reduce  our  cost.  Our  overhead  chaij 
remain  the  same.     The  cost  of  labor  is  a  little  reduced. 

Senator  McCumber.  If  vour  overhead  charges  are  the  same  a 
your  labor  is  the  same  per  hour,  then,  as  a  matter  of  fact,  it  must  c< 
you  more  on  the  quantity  you  produce  than  you  paid  before. 
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Mr.  BiHLER.  Yes;  on  the  smaller  production  it  costs  us  more. 
The  Chairman.  Is  there  any  considerable  amount  of  importation 
of  these  fabrics  into  this  country  now  ? 

Mr.  BrexEB.  Yes;   I^  have  seen  reports  in  trade  papers  that  tre- 
mendous orders  are  being  placed  in  Plauen,  Germany. 

The  Chairman.  But  they  have  not  got  here  yet  ?     i  ou  just  heard 
that  orders  are  being  placed  ? 

Mr.  BiHLER.  I  know  they  have  been  placed. 
The  Chairman.  But  there  have  not  been  any  importations  ? 
Mr.  BiHLER.  Yes;  from  Germany  principally. 
Senator  La  Follette.  How  long  have  they  been  coming  in. 
Mr.  BiHLER.  They  have  been  coming  in  for  a  year  and  a  half  now, 
but  now  they  appear  to  come  in  in  such  a  measure  that  we  will  not 
be  able  to  sell  against  them. 

Senator  Watson.  What  is  the  present  tariff  on  those  fabrics  ? 
Mr.  Bjhler.  Sixty  per  cent  and  the  proposed  rate  in  the  House 
bill  to-day  is  37J  per  cent.     On  what  tney  term  burned  out  laces, 
they  made  a  rate  of  45  per  cent.     Forty-five  per  cent  figured  back  on 
the  American  valuation  is  about  82  and  a  fraction. 

Senator  Watson.  That  is  to  say,  if  you  did  not  have  American 
valuation  in  order  to  protect  your  product,  it  would  require  82J^  per 
cent  ? 

Mr.  BiHLER.  It  would  make  that  rate  about  82J.  If  you  consider 
that  the  importer  probably  adds  on  25  per  cent  for  overhead  cost,  it 
would  bring  it  up  to  about  93  per  cent,  but  if  you  consider  that  the 
German  commooity  sells  on  the  average  about  30  per  cent  cheaper 
now  than  before  the  war — averages  and  not  exceptions  as  have  been 

submitted  to  this  committee 

Senator  Simmons.  In  fixing  the  rate  on  your  goods  we  do  not  have 
to  go  by  averages.  It  seems  to  me  we  have  to  go  by  the  facts  in  those 
specific  cases.  We  are  not  fixing  an  average  duty;  we  are  fixing  a 
specific  dutv  upon  specific  articles.  You  are  here  asking  us  to  fix 
a  specific  duty  upon  your  articles.  We  want  to  know  the  facts 
about  the  articles.  I  want  to  ask  you  this:  To  your  knowledge  have 
any  of  the  articles  that  you  produce  and  sell  been  recently  imported 
into  this  country  and  sold  in  competition  ? 
Mr.  BiHLER.  Yes,  sir. 

Senator  Simmons.  Do  you  know  what  those  articles  were  invoiced 
at  and  upon  what  value  they  paid  duty  ? 

Mr.  BiHLER.  I  do.  I  meant  to  reserve  those  for  the  argument  on 
the  tariff  later. 

Senator  Simmons.  That  is  a  matter  which  is  worth  something  to 
us.  If  you  can  give  us  those  facts  we  would  like  to  have  them. 
What  quantity  of  those  things  that  you  produce  have  been  imported 
hy  Germany  within  a  ^ven  time,  in  recent  months,  and  what  was  the 
invoice  price  upon  which  they  paid  duty  at  the  customhouse  in  this 
country,  if  you  can  give  us  those  facts  ? 

,  Mr.  BiHLER.  I  can  not  submit  it  to  you  to-day,  as  I  meant  to  reserve 
It  for  the  argument  on  the  proper  paragraph  of  the  bill.     If  you  wish 
^e  to  I  win  submit  it  with  a  brief. 
Senator  Simmons.  I  think  it  would  be  well  to  submit  it. 
ilr.  BiHLER.  I  will,  Senator. 
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The  Chairman.  He  is  only  discussing  valuation,  to-day,  Senat'  - 
Simmons.  He  wants  to  reserve  these  other  arguments  ^prhen  I' 
addresses  the  committee  on  the  duty. 

Senator  Simmons.  That  is  what  I  am  talking  about;  the  vAluati<': 
of  these  goods  to-day  at  the  customhouse  in  this  country. 

Mr.  BiHLER.  In  comparison  with  the  prewar  conditions? 

Senator  Simmons.  I  do  not  care  anything  about  comparisons. 

Mr.  BiHLER.  You  mean  the  home  selling  costs,  or  costs  of  produ 
tion  ? 

Senator  Simmons.  No;  I  want  to  know  what  is  the  invoice  pn« 
of  the  goods  that  you  manufacture  when  you  have  imported  poi^i- 
into  this  country  from  Germany  in  recent  months. 

Mr.  BiHLER.  1  es,  sir.  I  have  here  a  few  instances  where  you  « *:. 
see  the  difference  between  the  present  time  and  the  prewar  time. 

Senator  Simmons.  I  can  not  look  at  it  now.  I  am  really  I* hi  i. 
this  morning  to  be  asking  questions.  I  am  suffering  from  a  hr  • 
cold. 

Mr.  BiHLER.  These  are  the  principal  reasons  why  we  are  askir.^* 
for  /American  valuation,  and  particularly  because  the  German  pr-v* 
is  not  really  a  true  selling  price.     They  are  subsidizing  the  industnt-^ 
and  labor  over  there  through  selling  food  products  at  less  than  wh;/ 
they^  buy  them  for,  through  their  Government.     Tliey  are  coIIt».  t- 
ing  less  than  their  freight  rates  and  what  it  cost  them  to  tmnsp^'r 
commodities,  and  the  Government  Is  footing  the  bill.     So  that  'h 
true  value  of  those  commodities  would  be  entirely  different  from  wi.u' 
is  now  given:  and  you  can  not,  by  basing  a  duty  upon  the  forfur 
value,  arrive  at  a  correct  conclusion  of  your  duty  as  you  mean  * 
impose  it  in  your  law. 

Another  thing  I  want  to  state  here  is  that  we  have  in  our  line  t 
particular,  the  embroiderv,  and  for  the  past  20  or  more  years,  b*'-t 
allowing  the  importer,  wno  is  almost  invariably  a  manufartuTiT  *. 
foreign  countries,  particularly  in  Switzerland,  to  bring  his  good^  • 
here  on  a  confinement  basis,  the  price  of  which  to  us  is  built  up  up*', 
a  promulgated  cost  of  production,  which  was  calculated  or  prescrinn 
by  a  special  Treasury  agent,  mostly  of  foreign  birth.  It  is  adniitt«« 
that  tnese  importation  values  were  purely  from  10  all  the  wav  : 
40  per  cent  below  selling  value  at  whicn  they  were  willing  to  sell  ih«  - 
goods  over  in  Switzerland. 

I  have  seen  some  figures  submitted  to  this  committee  by  soinr 
customhouse  expert  or  employee  stating  that  the  prices  on  cott4i3 
embroideries  manufacutred  in  America  and  sold  m  America  aati 
similar  goods  or  like  goods  imported  from  Europe  were  almost  alikr 
I  do  not  know  where  he  got  his  information,  but  I  know,  as  a  matur 
of  fact,  that  when  you  come  to  embroideries,  the  domestic  prodort 
is  in  spite  of  a  6  per  cent  rate,  being  sold  to  the  consumer  at  an 
average  of  30  to  40  per  cent  based  upon  the  foreign  valuation. 

That  means,  in  other  words,  that  the  foreign  manufacturer  would 
have  to  have  a  rate  of  between  30  and  60  per  cent  in  order  to  compt'te 
with  the  American  manufacturer. 

And  here  is  one  particular  instance  where  the  American  valuatiuo 
reduces  the  price  to  the  consumer.  Of  course  you  do  cut  down  ih< 
exorbitant  and  excessive  profits  that  the  importers  to-day  are  o^I* 
lecting  on  these  commodities. 
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Another  reason  for  asking  the  American  valuation  is  the  tremen- 
ous  difference  in  the  labor  cost  that  we  have  here  as  against  the  cost 
broad.  For  instance,  if  you  take  the  expert  or  skifled  worker  in 
rermany  who,  before  the  war,  got  45  marks  a  week,  to-day  he  is 
eiting  from  200  to  220  marks  a  week.  That  is  about  five  times 
re  war  price.  You  figure  the  220  marks  at  1.3  cents  and  you  have 
2.86. 
The  same  labor  costs  us  $45  in  this  country,  and  our  time  is  eight 
ours  a  day,  and  over  there  they  are  verv  often,  or  in  many  instances, 
rorking  10  hours  a  day.  So  it  goes  all  the  way  down  the  scale  to 
he  help  necessary  to  produce  this  article. 

I  will  later  on,  as  Senator  Simmons  suggested,  submit  these  figures 
rith  my  brief. 

Senator  Simmons.  Will  you  do  this  in  addition  to  that  ?  I  assume 
that  there  are  some  other  countries  exporting  the  same  thing  to  this 
^'ountry.  What  other  country  or  countries?  Does  Great  Britain 
export  any  of  that  product  here  ? 

\Ir.  BiHLER.  I  am  particularly  addressing  myself  to  the  conmiittee 
on  behalf  of  the  commodity  which  we  manufactiu-e;  that  is,  embroid- 
ery and  embroidery  lace. 

Senator  Simmons.  Do  we  import  that  from  anywhere  except 
Germany  i 

Mr.  BiHLER.  We  do  import  it  from  Switzerland  as  well,  but  we  have 
never  received  any  more  than  about  25  per  cent  of  embroidery  lace 
from  Switzerland. 
Senator  Simmons.  You  do  not  import  any  from  Great  Britain  ? 
Mr.  BiHLER.  Practically  none. 

Senator  Simmons.  When  you  furnish  the  statement  that  I  asked 
you  about  a  little  while  ago  will  you  not  also  ascertain  what  this 
embroidery  that  you  make  xs  invoiced  at  when  it  comes  from  Switzer- 
land^ 
Mr.  BiHLER.  Yes,  sir. 

Senator  Simmons.  As  weU  as  when  it  comes  from  German}-? 
Mr.  BiHLER.  Yes,  sir. 

Senator  Simmons.  And  if  you  find  that  it  is  coming  in  from  any 
other  country,  show  what  it  is  invoiced  at  when  it  comes  from  that 
country. 

Mr.  BiHLER.  We  get  some  from  Switzerland  and  some  from  France, 
but  the  principal  importations  are  from  Switzerland.  We  probably 
get  75  per  cent  from  Switzerland.  In  the  embroidery  lace  it  is 
reversed.  We  used  to  get,  before  the  war,  about  75  per  cent  of  the 
embroidery  lace  from  Germany  and  about  25  per  cent  from  the  rest 
of  the  countries,  principally  Switzerland. 

Senator  McCumber.  Great  Britain  manufactures  a  great  deal  of 
embroidery.  Why  is  it  that  she  does  not  export  any  to  the  United 
States? 

Mr.  BiHLER.  Their  labor  cost  is  too  high  as  compared  with  that  of 
the  European  countries  and  they  can  not  compete. 

Senator  McCumber.  In  other  words,  in  using  the  foreign  valuation 
*s  the  basis  for  our  tariffs  we  have  penalized  those  whose  labor  con- 
ditions more  nearlv  approach  those  of  the  United  States  and  have 
tnade  our  tariff  so  high  that  it  is  prohibitive  ? 
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Mr.  BiHLER.  Practically  so.  They  can  not  operate  as  again^&t  ti- 
low-priced  countries. 

That  is  about  all  I  can  say  on  the  subject.     If  you  wish 
submit  this  brief  before  I  come  to  the  argument  on  the  tariff,  I 
do  so.     Otherwise,  I  will  submit  it  at  the  time  I  make  my  argumer.' 

The  Chairman.  You  would  prefer  to  hold  it,  would  you  i 

Mr.  BiHLER.  Not  necessarily. 

The  Chairman.  It  will  come  in  properly  later  on? 

Mr.  BiHLER.  It  will  come  in  properly  later  on. 

The  Chairman.  You  may  hold  it  until  then. 

Mr.  BiHLER.  Thank  you,  sir. 

The  Chairman.  The  committee  will  now  hear  Mr.  William  I' 
Clarke,  of  Boston,  Mass.,  who  has  expressed  a  desire  to  submit  hi* 
views  to  the  committee. 

STATEMENT  OF  WILLIAM  P.  CLARKE,  IHTBBVATIOVAL  PKSSI- 
DENT  AMEEICAlf  FLINT  GLASS  WOBKEBS'  TIVIOV,  TOLEDO 
OHIO. 

The  Chairman.  Mr.  Clarke,  whom  do  you  represent  ? 

Mr.  Clarke.  I,  Mr.  Chairman,  am  the  international  president  "^ 
the  American  Flint  Glass  Workers'  Union,  with  heaaquarters  ir 
Toledo,  rather  than  in  Boston,  as  stated  in  the  schedule. 

The  Chairman.  You  are  put  down  as  from  Boston.  I  assume  vow 
letterhead  or  address  was  Boston  when  the  schedule  was  made  up 
You  reside  in  Toledo  ? 

Mr.  Clarke.  Toledo,  Ohio:  yes,  sir. 

The  Chairman.  That  is  the  headquarters  of  your  union,  is  it  f 

Mr.  Clarke.  Yes,  sir. 

Senator  Simmons.  Mr.  Chairman,  I  understood  that  there  wa- 
something  in  the  nature  of  a  limitation  upon  these  hearings  up«^. 
American  valuation  ? 

The  Chairman.  It  is  hoped  that  we  may  get  through  to-day  and 
to-morrow.     I  think  it  can  be  done. 

Senator  Simmons.  In  view  of  that  fact,  I  want  to  suggest  that  ir 
fairness  to  both  views  on  this  question  the  time  ought  to  be  divi<lf»2 
between  those  who  are  here  to  speak  against  it  and  those  who  ajt 
here  to  speak  in  favor  of  it.  If  you  call  those  who  are  here  to  spea& 
for  it,  and  close  the  hearings  to-morrow  night,  there  may  be  d- 
opportunity  for  those  who  wish  to  speak  against  it  to  be  heard. 

The  Chairman.  Senator,  I  think  with  a  little  moderation  upon  ih< 
part  of  the  members  of  the  committee  in  asking  questions  and  «if 
the  witnesses  in  not  being  unduly  proUx  and  reading  from  document 
which  are  available,  anyhow,  we  can  get  througn  verj-  easily  t<- 
morrow. 

Senator  Simmons.  I  do  not  think  the  chairman  can  complain  of  ih** 
questions  asked  by  the  members  of  the  committee  this  morning. 

The  Chairman.  I  do  not  complain  of  anything;  I  simply  stute  tbi? 
if  we  follow  that  course  we  can  complete  the  hearings. 

Senator  Simmons.  I  do  not  know.  There  may  be  nobody  h»^ 
to  speak  against  this  proposition.  It  may  be  that  manufacturer 
are  here,  and  they  generally,  I  assume,  are  for  it,  because  1  think  i- 
increases  somewhat  the  protection  they  would  otherwise  get.     Bui 
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there  is  anybody  here  against  it  I  think  they  ought  to  have  an 
pportunity  to  be  neard  within  the  two  days. 

The  CuAiRBiAN.  I  have  a  Ust  here  which  you  can  see  on  the  pro- 
ram,  and  I  think  they  are  all  in  favor  of  the  American  valuation, 
f  there  is  any  one  wliiom  the  Senator  desires  to  have  invited  here 
e  can  do  it. 

Senator  Walsh.  Mr.  Chairman,  I  think  the  argiunent  made  here 
»y  so  many  of  the  witnesses,  that  the  American  valuation  plan  will 
nerease  the  protection  and  make  the  rate  of  protection  higner  than 
hat  in  this  schedule,  is  so  apparent  that  it  ought  not  to  be  reiterated 
ind  reiterated  by  all  these  witnesses. 

The  Chairman.  That  is  the  trouble.  The  witnesses  go  over  the 
ame  ground  that  was  gone  over  last  week. 

Senator  Walsh.  We  all  know  that  it  means  more  protection  than 
hat  named  in  the  rate. 
Senator  Shoot.  Providing  the  ad  valorem  rate  is  the  same. 
The  CHAntBCAN.  Now,  Mr.  Clarke,  will  you  proceed  ?    You  are  a 
lllassworker  yourself,  originally  ? 
Mr.  Clarke.  Yes,  sir. 
The  Chatbman.  All  ri^ht;  proceed. 

Mr.  Clabke.  Mr.  Chairman  and  gentlemen,  I  have  been  following 
the  gl&ss  trade  since  I  was  less  than  10  years  of  age.  I  have  been 
an  officer  of  our  organization  for  more  than  18  years.  I  am  now  the 
international  presioent,  and  I  come  here  of  my  own  volition  to  speak 
to  vou  in  behalf  of  our  workers. 

In  those  18  years  of  experience  I  have  foimd  it  necessary  to  counsel 
our  men  to  decrease  wa^es  and  increase  their  labor  in  order  that  they 
might  get  an  opportimity  to  work  at  their  trade.  We  have  had  to 
increase  our  production  100  per  cent  in  some  instances  and  decrease 
wa^es  at  the  same  time  in  order  that  our  men  would  have  an  oppor- 
tunity to  work  at  the  trade  they  have  acquired. 

During  the  war  we  were  able  to  produce  in  this  country  a  class  of 
glassware  that  had  not  been  produced  here  in  the  years  previous,, 
due,  primarily,  to  the  foreign  product  being  deprived  of  an  entry 
here.  We  have  built  up  an  industry,  especially  in  the  chemical 
branch,  that  is  now  standing  practically  idle  because  of  the  ruinous 
competition  that  is  at  least  ^eatened  irom  abroad. 

Realizing  the  seriousness  of  this,  our  convention  authorized  me 
to  make  an  investigation  personally,  and  between  the  17th  day  of 
October  and  the  13th  day  of  March  last  I  investigated  this  industry^ 
in  12  foreign  countries.    I  come  here  to-day,  gentlemen,  to  say  to- 
you,  in  substance,  that  unless  we  at  least  get  the  American  valuation 
plan,  or  even  something  better,  there  is  no  chance  for  the  manu- 
lacturer  engaged  in  the  flint-glass  industry  of  America  and  the  work- 
men that  he  emplovs  of  competing  with  the  product  of  the  men  of 
Germany  and  Czechoslovakia,  in  particular,  and  perhaps  Belgium.. 
I  do  not  wish  to  tire  you,  but  I  would  like  to  submit  for  the  record 
a  copy  of  a  letter  that  I  sent  to  Chairman  Fordney,  of  the  Ways  and 
Means  Conunittee.    In  his  reply  to  that  letter  he  inferred  that  under 
the  American  valuation  plan,  on  some  articles,  we  would  get  as  much 
as  160  per  cent  duty.     But  I  know  that  160  per  cent  duty  will  not 
even  protect  us  against  Germany  and  Czechoslovakia,  ana  I  realize, 
the  significance  of  that  statement. 
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(The  letter  referred  to  and  submitted  by  the  witness  is  as  follow* 

Sandubky,  Ohio,  July  IS,  J»:: 
Hon.  Joseph  W.  Fordney, 

Chairman  of  the  Ways  and  Means  Committee, 

House,  of  Representatives,  Washington,  D.  C. 

My  Dear  Mr.  Fordney:  I  am  in  receipt  of  your  communication  of  the  lith.  wf 
Ib  in  continuation  of  the  correspondence  that  has  passed  between  ua  on  the  Aii'/ 
of  protection  to  American  workmen  and  American  industries^  and  as  I  read  ^  - 
definition  of  the  American  valuation  plan  as  proposed  by  your  committee,  and  vl 
is  now  before  the  House  of  Congress  for  disposition,  I  can  not  help  but  say  to  you  r  ^ 
in  the  judgment  of  the  American  Flint  Glass  Workers'  Union  it  aoee  not  give  ih**  f- 
tection  that  is  absolutely  necessary  to  the  flint-glass  industry,  and  we  say  this  fo<r  * 
following  reasons: 

1 .  This  Government  does  not  owe  evory  man  a  living,  but  the  repKBentativep  ot  'i 
Government  have  a  moral  obligation  making  it  mandatory  on  them  ta  exercbe  o'<  • 
honorable  effort  to  the  end  that  all  our  citizens  will  be  accorded  an  opportunity 
obtain  employment,  so  tiiat  they  may  honestly  and  faithfully  provide  a  decenc  li>r. 
for  themselves  and  those  depending  upon  them,  but  if  the  proposed  tariff  bUl  10  ena^  •• 
into  law  in  its  present  form,  then  that  part  of  the  citizenship  of  the  United  Stauv  rr^ 
depends  upon  the  flint-glass  industry  for  a  livelihood  will  be  thrown  into  idlf-n*- 
and  flint  glassware  will  be  supplied  to  our  markets  by  the  manufacturers  and  wrkrk«- 
of  Czechoslovakia,  Germany,  and  Belgium. 

2.  After  our  country  became  involved  in  the  World  War,  the  opportunity  to  ^<  - " 
chemical  and  similar  glassware,  which  had  been  previously  imported  from  Emopt*, « 1 
destroyed,  and  it  was  then  that  the  representatives  of  our  Nation  called  upon  u 
officers  and  representatives  of  the  American  Flint  Glass  Workers'  Union  and  themw 
facturers  engaged  in  the  flint-glass  industry  to  so  arrange  their  affaire  that  thi5  cla*«  ' 
goods,  which  was  aosolutely  essential  for  the  furtherance  of  our  interests  in  9cipot:' 
research,  the  making  of  ammunition  and  the  one  thousand  and  one  other  Mient.* 
experiments  that  were  necessajry,  which  ultimately  meant  the  winning  of  the  vv  ' 
come  to  the  assistance  of  the  Government  in  its  dire  distress,  to  the  end  that  tho^  f  •■ 
could  be  produced  in  America.    We  were  then  assured  that  if  these  additional  •«■*' 
flees  were  made  that  at  the  termination  of  the  war  the  money  and  the  enei]gy  expen*:  -' 
would  be  guarded  and  protected,  but  if  the  present  tariff  biU  is  enacted  iii  itn  pm» . 
form,  that  promise  will  not  be  made  good  ana  we  will  find  ourselves  in  a  wot»e  \nri' 
than  we  were  previous  to  the  war,  when  practically  all  this  class  of  ware  wa?  pTu«iv 
in  Europe  ana  imported  to  America. 

3:  We  did  not  only  agree  to  support  the  Government  in  this  respect  but  we  liko«  - 
sent  17  per  cent  of  the  flower  of  tne  manhood  of  our  oiganizatioa  to  foieign  t^itt^  ' 
furtiier  the  interest  of  these  United  States  in  that  terrible  conflict.    Thoee  men  *?  i"- 
their  blood  on  the  battle  fields  of  Europe,  where  it  was  dried  by  the  sun  an«l  »»**• 
by  the  rains,  and  their  bones  bleachea  by  the  elements  of  time,  and  now  an*  th-  ' 
fellowcraftsmen  going  to  be  required  to  reduce  their  wages,  increase  their  boim 
labor,  and  still  be  denied  the  right  of  an  opportunity  to  produce  the  glaaswrnre  it*'  * 
to  be  used  in  America,  and  this  product  which  shoula  be  producw  by  Aro^n* 
workmen  imported  from  abroad? 

4.  There  L"  no  man  in  or  out  of  Congress  who  can  successfully  contend  tlut  r 
average  yearly  income  of  the  members  of  the  American  Flint  Glass  Woritere   I  ^' 
has  reached  a  figure  that  justifies  a  decrease  in  their  average  eanaings,  fiar  be  it  ur. :  -' 
stooii  that  their  average  earnings  have  not  exiceeded  $1,751  per  annum,  and  it   ^ 
never  reached  this  amount  in  tne  43  years  of  our  existence  save  on^e,  auil  w*-  * 
not  consider  this  amount  a  li^^ng  wa^e  when  the  f^tati^ti(^  presented  by  our  <  m^\'  ' 
officials  proN-ide  that  the  average  family  c<>mpo{?ed  of  father,  motiber,  and  thm" '  * 
dren  should  have  an  annual  income  in  excees  of  $2,000. 

5.  Perhaps  some  of  our  Democratic  brethren  will  contend  that  there  ba.^  \»^'"  >• 
exorbitant  pn>fit  made  in  this  industry,  and  if  they  do^  then  the  represent^tnt 
the  American  Flint  Glass  Workers'  Lnion  in  convention  as^oemblen  in  t>and'>* 
Ohio,  to-day  declare  that  it  is  the  obligated  duty  of  the  Democmts  a^  well  a*  " 
Republicans  to  insist  upon  a  thorough  investigation  being  made  as  to  iheY^»lit»  <  ^ 
have  been  acquired  by  the  employers  in  this  indui^try,  and  if  the  crime  of  pr>btrr^ 
has  been  practiced  on  the  American  peoole,  then  make  the?e  fartu  known  t"  ^  *•' 
people,  and  in  that  way  give  to  the  workers  the  opportunity  of  t>howine  wh«v  *i'- 
nave  been  deprived  of  a  fair  return  for  tlieir  labor,  which  return  is  not  *uAnf^(  ' 
support  an  American  family  and  accord  them  the  thinj^  that  the  memliei^  i*t  >  ' 
present  Cabinet  contend  they  are  entitled  to.    However,  it  is  the  opinit»n  M  tb<' «  '* 
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len  in  this  industry  that  exorbitant  profits  have  not  been  made,  yet  in  order  to 
Llay  distrust  we  beseech  you  to  propose  an  investigation  into  this  phase  of  the  subjert. 
♦>."  The  men  employed  in  the  flint-glass  industry  are  skilled  workmen;  in  fact,  they 
re  artists.  It  requires  years  to  acquire  this  art  and  we  challenge  successful  contra- 
liction  to  the  statement  that  those  artists  have  not  received  a  living  wage;  they  have 
lot  retarded  production,  but,  on  the  contrary,  we  are  prepared  to  prove  that  between 
ho  yesLTB  191fi  and  1920  in  place  of  decreasing  production  we  increased  our  production 
»«*tter  than  19.  per  cent,  and  this  statement  will  stand  the  most  through  investigation 
hat  any  committee  representing  the  House  of  Congress  may  see  fit  to  make.  And  if 
his  be  true,  then  what  justification  can  the  House  of  Congress  present  for  the  enact- 
nent  of  a  law  that  will  rail  to  give  to  us  that  protection  that  was  promised  and  which 
s  absolutely  necessary  in  order  that  the  members  of  our  organization  will  have  an 
>pportunity  to  follow  their  calling? 

7.  The  subject  of  imported  glassware  to  America  has  resulted  in  a  hardship  being 
[practiced  upon  the  American  workmen,  and  it  is  high  time  that  the  fallacy  of  the 
;»olicv  pursued  diould  be  exposed.  The  glassware  that  has  been  used  to  ornament 
l)ur  Capitol  in  Washington  and  to  decorate  and  used  for  service  in  the  White  House 
md  used  on  our  ships  that  ply  the  oceans  was,  until  very  recently,  imported  from 
ftbroad,  when  we  have  the  very  best  skilled  workmen  that  can  be  found  the  world 
over  in  the  United  8tatea  of  America,  and  this  is  not  the  first  time  that  this  phase 
of  the  subject  has  been  broudit  to  the  attention  of  the  committee  over  which  you 
have  the  honor  to  preside.  This  subject  has  been  of  such  importance  in  the  years 
zone  by  that  on  three  different  occasions  we  found  it  necessary  to  make  an  investi- 
gation of  conditions  abroad,  and  a  recent  investigation  was  made  by  the  writer  of  this 
communication,  and  I  now  declare  that  the  present  proposed  legislation  will  not 
me  pfotection  to  our  industry  against  the  product  of  the  manufacturers  and  workers 
engaged  in  the  glass  industry  of  Germany,  Czechoslovakia,  and  perhaps  Belgium, 
for  be  it  remembered  that  the  value  of  the  money  of  these  Governments  is  so  low 
that  under  your  plan  the.  people  of  Czechoslovaloa  and  Germany  can  place  their 
glassware  on  our  snores  for  a  price  approximating  only  50  per  cent  of  the  wholesale 
I>rice  of  similar  articles  produced  in  ^unerica,  thereby  depriving  both  manufacturers 
and  workers  engaged  in  this  industry  of  an  opportunity  to  compete  with  them. 

8.  While  in  England,  Belgium,  Germany  and  Czechoslovakia  during  the  months 
of  November,  December  a^d  January  last,  I  was  advised  by  manufacturers  and  im- 
poTteis  that  even  though  we  increased  our  tariff  rate  100  per  cent,  foreigners  could 
place  their  product  in  uese  United  States  at  a  lower  cost  than  we  could  manufacture 
similar  ware,  and  ii  this  be  permitted  to  the  degree  contemplated,  it  will  demonstrate 
that  our  representatives  in  Congress  either  do  not  wish  or  else  lack  the  ability  to  meet 
this  ^ve  problem. 

This  subject  is  of  such  tremendous  importance  that  I  have  hurriedly  drafted  this 
conmiunication,  which  shall  be  presented  to  the  delegates  of  our  convention,  which 
is  DOW  in  session,  for  their  indorsement,  and  I  shall  urge  that  it  be  given  to  the  public 
press  as  an  open  letter  and  I  stand  ready  to  defend  every  statement  contained  m  this 
<\ocument  at  any  time  or  place,  providing  the  date  will  not  interfere  with  my  duties 
and  present  engagements. 

Let  those  who  assail  the  workers  of  these  United  States  question  our  motives  in 
p«?Tet:  let  those  who  declare  that  men  appealing  for  an  opportunity  to  labor  are  bol- 
shevifits  when  they  are  discussing  our  hopes  and  our  aims  when  we  are  not  represented, 
and  while  I  am  not  authorized  to  speak  for  labor  as  a  whole,  I  am  authorized  and  do 
»peak  for  the  members  of  the  American  Flint  Glass  Workers'  Union,  and  stand  ready 
lo  defend  every  principle  enumerated  in  this  dociunent  and  in  the  name  of  working 
men  who  fought  to  defend  the  principles  of  this  Government,  I  call  on  you  for  that 
protection  that  will  enable  our  workers  to  secure  an  opportunity  to  work  and  receive 
m  return  a  living  wage. 
Respectfully,  yours, 

William  P.  Clarke, 
President  American  Flint  Glass  Workers'  Union. 

P.  S. — The  foregoing  was  read  to  the  delegates  comprising  the  45th  convention  of 
the  American  Flint  Glass  Workers'  Union  held  this  day  and  was  indorsed  by  unanimous 
vote.-Olarke. 

1  would  ask  you  to  bear  with  me  while  I  read  one  letter — it  is  very 
brief — ^which  will  give  my  view  on  that  particular  phase  of  the  sub- 
)<^cl,  and  I  will  hand  it  to  the  reporter  for  the  record.  It  is  addressed 
^?  Mr.  A,  H.  Heisey,  Marlborough-Blenheim  Hotel,  Atlantic  City, 
^- J.,  and  it  says: 
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Dear  Mr.  Heisey:  I  read  with  interest  the  letter  you  handed  me  yeeterday,  uli 
after  giving  some  tiioiight  to  the  subject  of  tarifT  I  deem  it  wise  to  reduce  my  vie^j 
of  the  general  proposition  to  writing  in  order  that  you  may  have  an  opportunity  M 
understand  the  situation  as  it  presents  itself  to  me,  hence  I  ask  that  you  read  vkrt) 
follows  with  care: 

To  demonstrate  that  the  present  tariff  bill,  if  applied  as  interpreted  by  the  En. 
Joseph  W.  Fordney ,  chairman  of  the  Ways  and  Means  Committee,  in  a  letter  he  wntiij 
me  July  11,  1921,  will  not  give  the  flint-glass  industry  the  necessary  protection,  I  i 
present  the  following  example:  ^ 

First.  The  workmen  in  Uermany  are  paid  30  marks  for  the  making  of  100  iuidlj 
and  100  outside  pint  thermos  bottles.    The  theoretical  value  of  these  30  marloi' 
$7.14,  while  the  actual  value  of  exchange  in  American  money  is  but  46  cents. 

May  I  inject  there  that  I  placed  my  valuation  on  the  German 
in  harmony  with  what  I  paia  for  it  while  I  was  in  Germany  in  January. j 

Second.  The  workmen  in  America  are  paid  $2.41  for  the  making  of  100  inside  nil 
100  outside  pint  thermos  bottles. 

Third.  Now  recall  that  the  wage  paid  the  German  workman  is  worth  only  46  cenli^ 
as  compared  with  the  $2.41  paid  to  tne  American  workman. 

Fourth.  It  is  proposed  that  when  articles  similar  to  those  made  in  Ametica 
imported  from  Germany  then,  in  order  to  determine  the  amount  of  duty  to  be  utm 
on  the  imported  articles,  the  appraiser  ascertain  the  wholesale  price  cxf  similar  artichi^ 
in  the  American  markets.  ^ 

F^f  th .  Let  us  say ,  for  the  sake  of  argument ,  that  the  A  merican  wholesale  price  mM 
be  $2.41  for  the  100  bottles.  Now,  if  the  tariff  rate  would  be  40  per  cent,  then  Ail 
would  mean  a  duty  of  96  cents;  hence  it  follows  that  there  would  be  96  centB  tu 
added  to  the  real  foreign  price  of  46  cents,  which  would  bring  the  comprative  Tdw. 
of  the  imported  article  to  $1.42,  as  compared  with  the  American  price  of  $2.41.  ' 

Sixth.  It  will  be  understood  that  the  figures  of  46  cents  and  $2.41  are  ccmi^aiativii 
prices  paid  to  the  skilled  laborer,  but  it  must  be  borne  in  mind  that  when  you  indadii 
the  cost  of  materials,  unskilled  laborer,  etc..  the  difference  grows  greater  as  the  vitalj 
of  the  item  increases,  this  being  accounted  for  because  the  German  mark  is 
but  6^  cents  on  the  dollar. 

Seventh.  The  only  cost  that  can  be  added  to  the  German-made  article  thatwiO< 
contribute  toward  an  equalization  of  the  price  in  our  markets  is  for  package  and  tML 

Eighth.  F^m  this  example  it  must  be  apparent  that  the  indus^  is  to  sufifer  unka 
we  obtain  more  protection  or  a  definition  of  tne  law  different  to  that  given  by  Chaimw 
Fordney. 

Sincerely,  yours, 

William  P.  Clarkk, 
President  American  Flint  Glass  Worten*  Unvm, 

In  the  course  of  my  career  we  found  it  necessary  to  make  an  invei- 
tigation  previous  to  the  war,  and  this  investigation  was  made  by  the 
actual  workmen  who  were  lying  in  idleness.  The  words  that  I  give 
you  now  are  the  words  of  the  men — not  their  officers — ^who  went  oat 
and  made  the  investigation. 

Senator  Watson.  Why  go  into  that  ?  What  is  the  difference  what 
the  situation  was  before  the  war  ? 

Mr.  Clarke.  Because,  Senator,  I  want  to  show  how  deplorable  it 
was  then  and  add  the  statement  to  that  that  it  is  worse  now. 

The  Chairman.  We  admit  it. 

Senator  Watson.  That  is  enough.  I  do  not  think  you  need  to  go 
into  a  long  statement  showing  the  conditions  in  Germany. 

Mr.  Clarke.  It  is  just  a  paragraph,  which  reads  as  foflows: 

After  making  inouirieH  from  the  different  importers  we  found  that  the  infonnitin 
thus  gained  througn  the  importers  materially  a-ssisted  us  in  comparing  the  coat  or  thi 
buying  price  as  compared  with  the  price  on  record  in  the  customnoupe.  After  feeling 
wehad  about  struck  the  proper  key  to  bring  about  the  desired  relief,  inasmudi  w  ire 
were  prepared  to  show  our  (Tovcmment  that  the  ])rice  at  which  these  goodB  are  heiiiK 
invoiced  into  the  country,  namely,  24  to  30  cents  per  dozen  on  the  shell  dome  and  SO 
to  34  cents  on  the  regular  dome,  the  said  invoice  chaige  would  not  pay  for  the  materiil 
that  goes  into  the  shade,  as  in  a  shade  weighing  from  20  to  29  ounces  the  g]v9  ^one 
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ould  cost  from  3^  to  4  cents.  Now,  when  we  realise  that  these  ahades  are  being  sent 
I  to  this  country  a\  a  valuation  of  2  to  2}  cents  each ,  you  will  agiee  with  your  committee 
lat  we  thought  our  Grovemment  officials  could  not  but  insist  that  these  goods  be 
ivoiced  at  a  nigher  figure. 

Senator  Watson.  That  had  reference  to  the  time  before  the  war  ? 
Mr.  Clarke.  Yes,  sir. 

In  other  words,  the  glass  in  a  shade  alone,  without  counting  the  cost  of  making  the 
niahed  article,  would  be  worth  4  cents,  while  they  were  laid  down  in  New  York  at  a 
aluation  of  2J  cents  each  imported  from  Germany. 

I  say  to  you,  without  fear  of  successful  contradiction,  that  the  sitiia- 

ion  as  it  confronts  the  flint-glass  Ladustry  and  that  same  line  of  ware, 

n  so  far  as  Germany  and  Czechoslovakia  are  concerned,  is  infinitely 

voTse  than  portrayed  in  that  paragraph,  due  primarly  to  the  low 

aluation. 

I  do  not  want  to  take  up  too  much  of  the  time  of  the  committee, 
>ut  while  I  was  in  Germany  Air.  Vincent  Crebbs,  the  head  of  a  glass 
'oncem  there,  told  me  that  he  that  morning  had  refused  an  order  for 
SO.000,000  electric  bulbs  for  America,  and  the  reason  for  the  refusal 
was  that  thev  were  not  able  to  supply  the  demand  in  their  own 
country.     Otherwise,  that  ware  would  l)e  coming  into  this  country. 
The  Chairman.  Have  wages  gone  down  in  your  trade  ? 
Mr.  Clarke.  I  am  now  in  conference  with  the  employers  in  Atlantic 
C'it3%  and  left  that  conference  because  I  felt  that  this  meeting  was  of 
more  importance  to  the  men  that  I  represent.     Just  last  week,  Sen- 
ator, I  proposed  a  reduction  in  wages  to  the  manufacturers  of  thermos, 
bottles.    Since  then  we  have  proposed  reductions  on  other  classes. 
The  nianufacturers  have  rejected  them  because  they  felt  that  the, 
reduction  that  we  proposed  was  not  suiFicient  to  meet  the  situation. 
Senator  McCumber.  They  have  not  been  reduced  yet,  then? 
Mr.  Clarke.  They  have  not  been  reduced  yet,  sir.     We  adjourned 
in  two  of  the  departments  vitally  affected  without  an  agreement, 
because  we  could  not  agree  upon  what  point  the  workers  should  be 
reauired  to  go  to. 

oenator  Walsh.  How  substantial  a  reduction  do  the  employers, 
suggest  ? 

Mr.  Clarke.  Anywhere  from  20  to  33J  per  cent.     W^e  offered  in 
one  instance  12  and.  in  another  instance  15. 
The  Chairman.  How  many  men  are  employed  in  this  industry  ? 
Mr.  Clarke.  I  represent  only  the  skilled  workmen,  and  we  nave 
10,000  skilled  workman,  and  for  each  skilled  workmen  we  suggest 
that  there  are  at  least  six  other  workmen  emploved. 
The  Chairman.  Then  your  wages  are  still  on  the  war  level  ? 
Mr.  Clarke.  Yes,  sir;  our  agreement  does  not  expire  until  the  4th 
of  September. 
Senator  McLean.  iSse  you  working  on  full  time  ? 
Mr.  Clarke.  We  have  practically  no  one  working  on  the  thermos, 
hottle  branch  of  the  trade  and  the  chemical  brancn.     In  the  other 
branch  we  have  about  63  per  cent  of  our  men  working  a  division 
of  time  and  the  other  37  per  cent  idle. 

Senator  Walsh.  What   is   the   percentage   of   the   whole   trade, 
everythinff  included?    You  said  certain  branches  were  doing  no, 
work  at  all.    What  percentage  of  those  branches  ? 
Mr.  Clarke.  I  would  say  20  per  cent. 
Senator  Watson.  You  make  chemicals  too,  do  you  ? 
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Mr.  Clarke.  No,  sir;  just  glassware. 

Senator  Watson.  Chemical  glassware  ? 

Mr.  Clarke.  Yes,  sir. 

Senator  Watson.  You  are  in  danger  from  Japan  as  well  as  fri»L 
Germany  ? 

Mr.  Clarke.  Absolutely  so. 

Senator  Watson.  Is  your  factory  closed,  with  these  men  out  • ' 
work  in  these  particular  branches,  because  of  imports  from  German- 
or  from  other  countries  ? 

Mr.  Clarke.  The  ware  is  coming  in  from  Germany,  Czech*- 
Slovakia  and  Japan  as  well  as  from  Belgium,  and  the  plants  ar- 
closed — I  will  not  say  altogether  because  of  this  imported  ware,  bu: 
the  fear  of  the  employers  and  the  purchasers  that  if  they  operate  an., 
create  a  stop,  the  other  countries  will  be  able  to  sell  their  ware  hor- 
and  leave  them  with  stock  on  their  hands. 

Senator  Watson.  The  price  reduction  in  Germanv,  under  preser* 
conditions,  is  lower  than  that  in  any  other  country  f 

Mr.  Clarke.  No,  sir;  Czechoslovakia  is  a  little  bit  lower.  It  i- 
about  on  a  par,  however. 

Senator  Watson.  How  does  it  compare  with  Japanese  production 

Mr.  Clarke.  I  have  not  been  in  the  Japanese  situation  for  better 
than  a  year,  but  I  believe  it  is  practically  as  bad.  Our  workmer 
work  on  a  piecework  basis.  We  work  on  an  unlimited  production 
We  do  not  retard  production;  and  during  the  war  I  am  prepared  f" 
prove  that  we  increased  our  production  better  than  12  per  cent 
feo  the  charge  that  the  trade-union  movement  is  retarding  pn^ 
duction  can  not  be  substantiated  in  its  application  to  the  flint-gla-^ 
industry. 

Senator  McCtmber.  Can  you  tell  us  what  the  earnings  of  the  skillr*: 
workmen  are  under  this  piece  character  of  work  ? 

Mr.  Clarke.  I  am  glad  that  you  asked  that  question.  Senator. 

Up  until  one  year  ago  the  highest  average  wage  of  the  men  etn- 
ploj'ed  in  this  industry  was  $30.43  a  week,  figuring  50  weeks  to  i'y 
year.  Within  the  past  year  it  has  increased  to  S35.02,  figuring  tp 
same  basis:  and  that  is  the  highest  figiire  in  a  period  of  43  years. 

Senator  Walsh.  The  average  for  skilled  and  unskilled  ? 

Mr.  Clarke.  That  is  skilled  alone. 

I  will  be  glad  to  answer  any  question  that  you  wish  to  propoun  • 
to  me,  or  at  least,  try  to  answer  it. 

Senator  Walsh,  flow  many  of  these  industries  are  there  in  f' 
countrv  ? 

Mr.  Clarke.  I  would  say  about  130. 

Senator  McLean.  You  are  more  deeply  interested  in  a  revision  ■  * 
the  tariff  than  you  are  in  a  revision  of  the  tax  laws  ? 

Mr.  Clarke.  Yes;  we  are  interested  in  a  revision  of  the  tariff.  1- 
has  appeared  to  me  that  the  revision  of  our  tariff  will  never  be  able  t- 
bring  it  to  a  figure  sufficiently  high  to  protect  our  industrv.  and  1 
wanted  to  add  my  views  to  try  to  save  tne  ^Vmerican  valuation  piftc 
at  least. 

The  Chairman.  Is  that  all,  Mr.  Clarke! 

Mr.  Clarke.  Mr.  Chairman,  it  may  be  of  interest  to  vou  to  say  tln»* 
while  I  was  in  Liondon  I  had  a  representative  of  the  Czechoslovakia 
importing  corporation  say  to  Tne  that  if  we  increased  our  tariff  1<" 
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per  cent  they  would  lay  glassware  down  in  this  country  cheaper  than 
we  could  produce  it. 

I  had  them  say  to  me  in  Prague  that  regardless  of  what  we  did  with 
our  tariff  in  the  way  that  it  was  being  discussed  then  they  would 
place  glassware  here  cheaper  than  the  American  manufacturer  could 
put  it  on  our  own  market. 

I  think  it  is  about  time  that  the  American  Government  should 
contribute  to  aiding  in  redeeming  the  pledges  they  made  to  the  em- 
ployees and  the  workers  in  this  mdustry.  When  we  went  into  the 
war  you  could  not  get  glassware  in  this  country.  Representatives  of 
the  Government  came  to  us  and  came  to  me  as  the  president  of  the 
workers  and  came  to  the  employers  and  beseeched  us  to  aid  them. 
We  did  so.  In  New  Jersey  in  particular  there  were  at  least  10  fac- 
tories erected,  and  those  factories  as  a  whole  are  almost  idle  to-day 
because  these  pledges  which  they  gave  us  have  not  been  kept.  They 
went  to  this  degree  that  when  the  war  was  over  they  would  protect 
the  American  workman  and  the  American  naanuf  acturer  who  invested 
their  money  in  this  enterprise,  but  they  have  not  done  it. 

We  do  not  believe  no^  that  the  importers  should  be  protected 
and  their  interests  furthered  to  put  upon  the  American  market  the 
product  of  foreign  workmen  when  men  of  American  birth  are  required 
to  walk  our  street  in  idleness.  In  many  instances  they  are  at  the 
present  time  seeking  the  necessities  of  liie  from  charitable  organiza- 
tions and  kindred  associations. 

Senator  Watson.  Have  you  ever  figured  out  what  rate  would  be 
necessary  to  add  to  prot^t  your  product  from  German  imports, 
aside  from  American  valuation  ? 

Mr.  Clarks.  I  have  not;  but  I  want  to  bring  home  this  point  to 
you — and  I  may  say,  incidentally,  that  I  just  got  word  last  night  at 
5  o'clock  that  I  was  to  appear  before  the  committee,  and  I  have  not 
had  time  to  prepare  as  I  would  have  liked  to  prepare — if  you  will 
take  into  consideration  that  with  6^  American  cents  you  can  buy  a 
dollar's  worth  of  product  in  Germany,  and  more  than  a  dollar's 
worth  in  Czechoslovakia,  and  then  add  the  tariff  that  is  proposed, 
which  will  be  40  per  cent  on  the  American  valuation,  ana  say  it  is 
a  dollar;  add  that  40  to  the  6^,  and  you  have  got  46^  cents.  That  is 
compared  with  an  American  dollar's  worth  ol  product  in  America. 
The  only  thing  that  will  increase  that  46^  cents  up  to  the  dollar 

Joint  is  the  cost  of  package  and  the  cost  of  freight.  The  last  time  that 
testified  before  tne  Tariff  Commission  evidence  wad  produced  there 
to  show  that  from  Antwerp  they  could  ship  to  New  i  ork  glassware 
for  18  cents  a  hundred,  and  from  Pittsburgh  to  New  York  the  same 
rate  prevailed.     So  we  will  gain  nothing  there. 

Now,  take  Belgium  to  Seattle.  The  rate  was  35  cents  a  hundred. 
From  Pittsburgh  to  Seattle  it  was  90  cents  a  hundred.  So  we  lose 
out  on  our  own  freight  rates,  and  it  is  impossible  to  gain  anything 
in  this  direction. 

It  may  be  of  interest  to  you  to  know  that  the  American  Federation 
of  Labor  in  1917  adopted  a  resolution,  a  copy  of  which  I  wish  to  give 
to  the  secretary,  but!  want  to  read  just  the  substance  of  it,  that  this 
convention  go  on  record  in  favor  of  a  policy  of  industrial  prepared- 
ness, and  that  such  preparedness  be  in  harmony  with  the  standards 
of  labor  as  recognized  by  the  American  Federation  of  ^^Labor,  and  the 
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enactment  of  laws  by  Congress  that  will  adequately  protect  all  war- 
earners  of  our  country  against  the  loss  of  emplyment  throagh  Hm 
industrial  invasion  on  the  part  of  the  product  of  any  of  th^  nth.-- 
nations. 

That  is  the  declaration  of  the  American  Federation  of  Labor. 

I  do  not  know,  Mr.  Chairman,  that  I  have  any  more  direct  stai*^ 
ments  to  make,  unless  some  one  desires  to  quiz  me.  I  would  feel  a* 
home  if  that  were  done. 

The  Chairman.  Does  any  one  desire  to  ask  the  witness  $nr  qu«^ 
tions  ? 

(No  response.) 

In  that  case  the  conmiittee  will  proceed  to  hear  some  other  gentle- 
men who  are  waiting  to  be  heard. 

Mr.  Clarke.  I  thank  you,  Mr.  Chairman. 

The  Chairman.  The  committee  is  glad  to  have  heard  your  viewv. 

Mr.  Frederick  E.  Kip,  of  Montclau*,  N.  J.,  requested*  a  hearinjr 
I  see  he  is  present.    We  will  hear  you  now,  Mr.  Kip. 

STATEHEVT  OF  FBEDEBICK  S.  KIP,  KOVTCLAIB.  H.  J. 

The  Chairman.  Will  you  state  the  line  of  manufacturing  buitne^^ 
that  you  are  in,  Mr,  Kip  ? 

Mr.  Kip.  I  am  in  the  pile  fabric  manufacturing  business.  I  repn^ 
sent  the  Pile  Fabric  Manufacturers  of  the  United  States.     We  makr 

Jile  fabrics,  velvets,  plushes,  fabric  furs,  etc.,  in  fact,  all  fabn<^ 
aving  their  face  or  pile  extending  vertically  from  the  back  of  th** 
woven  fabric. 

For  the  pile  or  face,  we  use  all  knovai  textile  raw  materials,  namely 
wool,  worsted,  mohair,  alpaca,  jute,  silk  (of  all  kinds,  namely,  ni*^ 
silk,  thrown  silk,  spun  or  schappe  silk,  artificial  silk)  and  cotton. 

As  we  use  for  the  face  or  pile  of  our  fabrics  all  known  texti)<> 
materials,  our  fabrics  are  made  in  four  of  the  large  industrial  foreisni 
countries — Germany,  France,  England,  and  Japan. 

We  are  strongly  of  the  opinion  that  on  our  product  the  adoption 
of  the  American  valuation  is  an  imperative  necessity.  You  cbh 
readily  conceive  under  foreign  valuation  of  the  detriment  to  lab<*r 
and  tne  chaotic  conditions  that  would  result  from  productitHi  in 
countries  having  exchange  depreciated  to  the  following  extent. 

Then  I  have  prepared  a  table  showing  the  rates  as  of  July  27. 
taking  Russia,  Germany,  Italj,  France,  and  Great  Britain,  showing: 
the  normal  exchange,  depreciated  exchange,  and  the  percentage  of 
depreciation. 

The  percentage  of  depreciation  for  Russia  is  99.8  per  cent :  of  Ger- 
many, 95  per  cent;  Italy,  78  per  cent;  France,  60  per  cent:  and  Grr.ii 
Britain,  27  per  cent. 

At  rates  of  exchange  such  as  these  there  can  be  no  force  t<»  tlu* 
ar^ment  of  importers  that  the  adoption  of  the  plan  of  .Vmericiin 
valuation  would  be  prohibitive  against  an  importation  from  fomu^ 
productive  industrial  countries. 

Senator  Watson.  You  import  some,  also,  do  ^ou  not,  Mr.  Kip '. 

Mr.  Kip.  We  do,  ves.  Senator.  We  could  import  a  great  ilc*. 
more  if  we  chose  to  do  so. 

It  is  conceded  that  for  the  20  years  prior  to  the  war  Germany  nud*' 
more  industrial  progress  than  any  country  in  the  world,  the  l'nit<tl 
States  not  excepted. 
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When  I  was  in  Germany  in  October,  1920,  the  wages  of  the  highest 
i;rade  mechanics  in  the  entire  Rhine  Valley  were  280  to  300  marks 
I  wet»k,  and  I  am  informed  that  they  are  the  same  to-day. 

Senator  McOumbek.  That  is,  the  Gernaan  workman  receives  only 
[ho  same  number  of  paper  marks  now  that  he  received  before,  for  a 
week's  work  ? 

Mr.  Kip.  No,  sir.     A  skilled  mechanic  before  the  war  used  to 
rtH-fMve  from  50  to  60  marks.     That  was  a  large  wage  at  that  time. 
Si»nator  Watson.  The  24-cent  mark  ? 

Mr.  Kip.  Twenty-four  cents  on  the  mark  would  be  from  12  to  15 
(ioliars.  Now  he  receives  280  to  300  marks  a  week,  which  is  about 
live  times  his  former  wa^e. 

Senator  McCumbbb.  In  other  words,  what  would  it  be  in  American 
uuiney  right  now? 

Mr.  Kip.  I  will  give  you  that.  At  the  present  rate  of  exchange 
this  would  represent  a  wage  of  only  about  $3.60  to  $3.70  weekly,  as 
against  $40  to  $50  per  week  paid  for  the  same  grade  of  work  in  the 
L  nited  States. 

Senator  McCumber.  And  how  much  paid  for  the  same  grade  of 
work  in  Germany,  prior  to  the  war  ? 
Mr.  Bjip.  Fifty  to  60  marks. 
Senator  Watson.  $12  to  $15  a  week? 
Mr.  Kip.  Yes;  $12  to  $15  per  week.   ' 

Senator  Watson.  And  on  a  gold  basis  the  German  workman  is 
receiving  very  much  less  than  he  did  before  the  war  ? 

Mr.  Kip,  About  one-fourth.  That  is  easily  ascertained  by  any- 
body who  wants  to  find  it  out.  It  is  public  knowledge.  I  know  tms 
of  my  own  knowledge  because  I  was  there. 

If  I  do  not  bore  you  I  will  give  you  a  little  experience  that  I  had 
in  Germany,  a  little  later. 

Under  such  conditions  no  duty  that  would  be  imposed  by  the  United 
States,  even  on  the  plan  of  American  valuation,  would  debar  imports 
from  a  coimtry  like  Germany;  and  in  cases  where  Germany  has  the 
raw  materials  available  in  her  own  country  it  is  apparent  that  even 
a  duty  of  200  per  cent  would  not  prevent  her  obtaming  the  market 
in  the  United  States  to  whatever  extent  she  elected. 

What  has  been  said  of  Germany  is  even  more  true  of  Russia  in 
regard  to  the  things  which  she  is  best  fitted  to  produce.  In  my 
opinion,  within  two  years  of  the  restoration  of  more  stable  conditions 
Russia^  will  be  able  with  her  depreciated  exchange  (under  foreign 
valuation  basis  for  duties)  to  land  wheat  in  the  United  States  at  50 
to  60  cents  per  bushel,  which  would  be  less  than  the  labor  cost  alone 
to  the  American  farmer.  That  this  would  be  detrimental,  if  not 
niinous,  to  the  American  wheat  grower  is  obvious. 

In  the  present  chaotic  state  of  foreign  exchange  it  must  be  apparent 
that  there  must  be  some  basis  for  American  duties  which  will  not 
result  in  CTeat  and  constant  fluctuations.  The  American  valuation 
plan  would  keep  the  rates  of  duties  stable,  despite  changes  in  the 
exchange  rates,  and  would  equalize  to  a  considerable  extent  the 
differences  existing  between  foreign  and  American  costs.  As  the 
rates  of  exchange  become  more  normal  the  changes  in  valuations 
^'ould  automatically  operate  to  keep  the  duties  equalized  and  stable. 
In  OUT  opinion,  therefore,  the  adoption  of  the  American  valuation 
plan  would  be  doing  what  can  be  done  by  our  Government  to  prevent 
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nonemployment   of  productive  American   operatives   and   nuncm* 
conditions  for  our  American  farmers. 

We  are  convinced  that  not  only  will  such  a  plan  not  debar  importa- 
tions, particularly  from  such  countries  as  Germany,  but,  on  the  contrary 
that  within  a  few  months  from  the  establishment  of  peace  the  im- 
portations will  be  even  larger  than  in  the  years  preceding  the  war. 

We  therefore  strongly  urge  the  adoption  of  the  American  valaatiuf' 
plan  as  a  necessary  and  imperative  part  of  the  measures  whic*. 
should  be  taken  to  meet  these  abnormal  conditions. 

As  a  convenient  basis  of  information  showing  the  percentages  »' 
depreciation  I  submit  a  table  of  exchange  rates,  including  a  numh<T 
of  countries  not  previously  mentioned,  giving  the  extent  of  deprecia- 
tion of  all  tl^e  countries,  Austria,  Rumania,  Spain,  etc. 

(The  table  referred  to  and  submitted  by  the  witness  is  as  follow- 

Bates  as  of  July  27,  19$ t. 


Greece drachma. 

Russia ruble. 

Poland mai±. 

Austria crown. 

Hi^sary do... 

Jugo^avia do. . . 

Ocecho^oTakia do. . . 

Finland: mark. 

Rumania. leu. 

Spain peseta . 


Normal 

Present 

Exirw 

o(d»|»r" 
eiatt<i: 

▼aloe. 

value. 

Centt.     ' 

Cents.     \ 

Peraf 

10.8 

.5.S6      i 

1    A 

51.46 

0.0014  » 

9f 

23.80 

0.055    , 

9* 

20.26 

a  12      ' 

A 

20.30 

0.28 

»" 

20.30 

0.60 

#' 

20.26 

1.2ti 

10.80 

1.66 

•* 

10.30 

LJO      , 

•r- 

1           10.30 

liTO      ' 

* 

Senator  McLean.  How  many  men  are  employed  by  the  int^re>i- 
which  you  represent,  Mr.  Kip  ? 

Mr.  Kit.  I  should  think  about  forty  to  fifty  thousand,  taking  then, 
all  told — maybe  not  as  much  as  that;  thirty-five  to  forty  thousan<i 

Senator  McLean.  What  is  the  effect  of  existing  competition  up«'r 
your  interests  to-day  J  How  are  you  running?  What  is  the  r«»ti' 
dition  ? 

Mr.  Kip.  We  are  running  fairly  well  to-day,  for  the  reason  thr* 
Germany,  who  is  our  main  competitor,  has  not  gotten  on  her  f<H't 
but  there  is  a  great  hesitancy  about  anv  forward  contracts,  realiaii-: 
the  conditions  which  will  come  about  by  the  depreciated  exchan::* 
I  do  not  think  people  realize  how  important  and  how  detrimental  il.a' 
is  going  to  be  to  labor.     For  instance,  I  went  into  Germanv  with  a* 
automobile.     I  had  a  chauffeur  and  four  people  with  me.     I  chan.*' 
$35  and  I  ffot  over  3,000  marks.     1  thought  I  was  going  to  be  iiif:*' 
a  week,  and,  as  I  had  a  bank  account  there,  I  said,  "I  will  take  $l«^' 
for  which  I  got  nearly  7,000  marks.     Then  a  mark  was  depreciai*'*' 
only  about  1.40.     Now  i*^  is  1.21.     Wo  lived  there  about  a  week.  :tr.«. 
when  we  were  about  to  leave  I  gave  back  3,700  marks.     Our  whol<* 
expenses  for  the  week  were  not  over  8*>0:  and  they  draAk  wine.  lh«'- 
that  wished  to,  and  had  other  things. 

I  thank  you,  gentlemen. 

The  Chairman.  The  next  witness  is  Mr  Walter  S.  ililbora. 
understand,  for  the  information  of  the  committee»  that  he  will  ht*  '.*--* 
last  witness  to  be  heard  to-dav. 
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TATEMEST  OF  WALTER  S.  EILBOBir,  SEPBESEVTDra  THE 
NOVELTY  JEWELEBS'  ASSOCIATIOIT,  141  BE0ADWA7,  NEW 
YOBK,  E.  7. 

Mr.  HiLBOSN.  I  represent  a  group  of  importers  of  novelty  jewelry, 
onsisting  of  24  in  number,  who  were  formed  last  winter  at  the  time 
7e  ^^ere  discussing  the  emergency  tariff,  and  who  then  protested 
i^ainst  the  then  aepreciated-currency  feature  of  the  bill  and  sub- 
nit  ted  evidence  to  your  committee  that  even  though  the  value  of  the 
oreign  currency  had  depreciated,  the  cost  of  the  foreign  article  meas- 
ired  in  American  mone^  had  appreciated  to  a  greater  extent. 

I  now  appear  on  their  behau  to  oppose  the  American  valuation 
feature  of  the  present  tariff  bill. 
The  Chaikman.  Are  you  in  the  toy  business  i 
Mr.  HiLBORN.  No,  sir;  I  am  an  attorney,  and  the  people  whom  I 
represent  are  entirely  importers  of  novelty  jewelry. 

When  they  appeared  before  the  Ways  and  Means  Committee  in  the 
discussion  of  this  act  they  stated  quite  frankly  that  they  believed  that 
a  rate  should  be  carried  in  the  act  which  woufd  adequately  protect  the 
American  manufacturer,  but  they  believed  that  that  rate  should  not 
be  too  high  to  exclude  novelty  jewelry  which  set  a  style  and  a  stand- 
ard for  ALmer  can  manufacturers.  * 

At  the  hearings  before  the  Ways  and  Means  Conmiittee  the  Amer- 
ican manufacturers  asked  for  an  85  per  cent  duty  based  upon  the 
foreign  valuation.    The  main  objection  that  the  unporters  nave  to 
the  American  valuation  feature  is  the  uncertainty  which  will  result 
in  their  purchases  abroad.     The  duty  will  be  appraised  upon  the 
American  selling  price  at  the  date  of  exportation.     The  articles 
which  they  purchase  are  largely  noncomparable  items,  so  that  at  the 
time  of  the  purchase  they  will  not  be  able  to  determine  what  the 
cost  of  the  article  will  be,  landed  in  New  York;  and,  as  one  of  them 
said  to  me  on  Saturday,  "We  will  have  to  get  samples,  send  the 
samples  to  the  United  States,  have  them  appraised,  and  then  deter- 
mine whether  it  is  possible  for  us  to  make  tne  purchase,  and  then  we 
may  not  know  that  the  American  selling  price  at  the  new  date  of 
exportation  will  be  the  same  as  at  the  time  of  the  exportation  of  the 
original  sample;  so  that  our  articles,  bought  from  six.  to  eight  months 

Erior  to  sale  in  the  United  States,  will  be  upon  a  basis  where  we  will 
e  unable  to  determine  the  American  selling  price." 
I  have  endeavored  to  compute  with  some  degree  of  success  to  my 
own  mind  just  exactly  a  comparison  between  the  old  and  the  new 
rates  based  upon  this  American  valuation  theory. 

The  rate  carried  on  novelty  jewelry  under  the  old  act  was  60  per 
cent.  The  rate  carried  by  this  act  is  55  per  cent.  If  the  balance  of 
the  American  selling  price,  45  per  cent,  is  all  applied  to  the  foreign 
cost,  then  you  will  have  a  duty  of  $55  on  every  $100  worth  of  goods 
sold  in  the  United  States;  $45  of  the  hundred  to  be  used  in  purchasing 
abroad.  Fifty-five  is  122  per  cent  of  45,  so  that  a  rate  of  auty  where 
the  American  manufacturer  asks  for  only  85  per  cent  is  at  the  mini- 
mum increased  to  122  per  cent. 

To  carrjr  the  table  a  little  further,  if  you  take  the  greatest  overhead 
^'hich  the  importers  say  is  needed,  which  is  a  minimum  of  25  per  cent 
0^  the  selling  price,  and  add  55  per  cent  for  duty,  it  makes  80  per  cent. 
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That  leaves  it  20  per  cent  of  the  American  selling  price  which  is  axk! 
•able  for  payment  to  the  foreigner,  and  55  is  275  per  cent  of  20.  "** 
that  the  necessary  result  of  American  vaulation  as  applied  to  \Li 
importation  of  novelty  jewelry  is  to  increase  the  duty  from  60  per  ov 
to  275  per  cent;  and  that,  if  jewelry  is  at  all  to  oe  imported,  v  J 
increase  the  selling  price  from  approximately  $4  to  S9. 

I  have  computed  a  table  whicn  can  be  used  on  almost  any  rat^* 
duty  and  on  any  overhead,  so  that  it  will  be  possible  practically  *> 
^compute  what  the  rate  of  duty  will  be  based  upon  the  Amerir 
valuation  theory,  giving  any  allowance  that  the  committee  mifcht  ? 
fit  for  overhead.  But  it  is  quite  demonstrable  that  if  25  per  cent  j 
the  overhead  a  75  per  cent  duty  is  absolutely  prohibitive  of  import  i 
tion,  because  there  is  nothing  left  to  be  paid  the  foreigner.  For  e*^'. 
decrease  of  1  per  cent  in  the  rate  of  duty  it  is  possible  to  par  t> 
foreigner  1  per  cent  more  for  the  article. 

I  was  talking  to  a  gentleman  who  was  considering  embroideri*^ 
Thirty-seven  and  one-half  per  cent  is  the  new  rate  of  duty  based  up^-: 
an  American  valuation,  and  25  per  cent  allowed  for  overhead  makr^ 
the  rate  of  duty  comparable  to  100  per  cent  on  the  American  valua- 
tion as  opposed  to  60  per  cent  carriea  by  the  present  act. 

Senator  McCumber.  Your  objection,  mainly,  is  to  the  amount  '^ 
the  tariff  rather  than  the  principle  ? 

Mr.  HiLBOBN.  Our  objection  is  as  to  the  uncertainty  which  v.. 
result  from  the  American  valuation  theory,  because  it  is  impossib'* 
to  determine  at  the  date  of  purchase  what  the  selling  price  is  pnzi 
to  be — that  is,  the  wholesale  selling  price  at  the  date  of  exportati*  »■ 
So  that  the  importer  is  unable  to  determine  when  he  makes  his  pur- 
chase what  his  landed  cost  is  going  to  be. 

Senator  McCumber.  But  the  otner  feature  might  be  a  reducti«»r. 

Mr.  Hilborn.  It  might  be  a  reduction;  but  the  tmcertainty  and  -h' 
pyramiding  which  will  necessarily  result  are  objectionable.  As  t- i 
reach  a  new  selling  price  based  upon  the  increased  duty,  a  duty  i* 
the  new  increased  selling  price  will  make  a  higher  duty,  necessitat'nr 
an  increased  selling  pnce  for  each  subsequent  importation,  uDt 
finally  you  will  reach  a  point  where  a  duty  does  not  affect  the  pn<"' 

But  I  have  figured  out,  based  upon  the  present  cost  of  tl.80.  that 
with  a  25  per  cent  overhead  and  the  present  duty  of  60  per  cect 
the  article  can  be  sold  for  $3.84.  If  you  take  a  55  per  cent  dt:tT 
based  upon  the  American  valuation,  that  makes  a  duty  of  apprt'X - 
mately  $2.08  to  be  added  to  the  $1.80,  and  you  get  S3.88.  pt-- 
25  per  cent.  Gradually,  by  the  increased  selling  price,  duf  t' 
the  increased  duty,  each  new  selling  price  gives  an  increased  dut^ 
in  order  that  the  importer  may  continue  his  business,  until  finally }  ■  . 

fet  a  stabilized  price,  but  an  article  that  can  now  be  sold  for  $4  «- 
ave  to  be  sold  for  $9  by  the  wholesaler  in  order  to  stabilize  his  bu*r 
ness. 

The  main  objection  to  the  American  valuation  feature  b  tL? 
imcertainty  which  will  result  in  the  conduct  of  the  importing  bitfi- 
ness.  The  other  feature,  the  question  of  the  rate  of  duty,  of  cour?* 
is  a  subsequent  consideration.  If  the  other  advantages  of  Ameririr. 
valuation  outweigh  the  disadvantage  of  uncertainty,  then  sub^<- 
quently  we  desire  to  be  heard  upon  the  rate  of  duty. 

The  Chairman.  Is  that  all  ? 
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Mr.  HiLBOBN.  I  defiire  to  submit  a  memorandum  tcHmoiroWi 
if  I  may. 

The  Chairmajjt.  Is  it  long  ? 

Mr.  HijJBOBN*  No,  sir. 

The  Chaibman.  Do  you  deaire  to  have  it  printed?  We  do  uofc 
want  to  cumber  up  the  record  with  voluminouB  pubhcations. 

Mr.  HiLBORN.  I  am  going  to  try  to  cut  it  down,  and  for  that 
reason  I  will  submit  it  to-morrow. 

The  Chairman.  You  may  submit  it, 

(The  memorandum  referred  to,  and  subsequently  submitted  by 
the  witness,  is  a^  follows:) 

The  Novelty  Jewelers  Tariff  Afi6ociatio&  desires  to  protect  againot  the  so-called 
AiQeri€:aQ  valuatioa  feature  of  tho  Fordney  tari£f  bill  which  is  coataised  in  sectipii 
402  thered,  and  submits  this  brief  in  opposition  thereto. 

The  argument  herein  made  with  r^erence  to  novelty  jewelry  carrying  a  60  pa^ 
cent  tariff,  can  likewise  be  made  for  imitation  pearls  and  beads,  and  this  memorandunL 
is  filed  on  behalf  of  the  importers  of  these  commoditi^  48  well  as  on  behalf  of  the 
importers  of  novelty  jewelry. 

The  present  tarid^  on  nbvelty  jewelry  is  60  per  cent  ad  valorem.  The  rate  carried 
by  the  Fordney  Act  is  55  per  cent  ad  valorem,  based »  however,  upon  the  Americaa 
selling  price. 

This  leaves  but  45  per  cent  of  the  American  wholesale  selling  price  to  cover  foreign 
cost,  frei^t,  insurance,  landing  charges,  interest  on  invested  capital,  expense  of 
doing  business,  income,  excess  profit  tax  and  allowance  for  loss  due  to  the  point  of 
unsaleable  commodities  and  the  fair  return  by  way  of  profit  to  the  importer. 

MINIMUM  DUTY  CABRIBO  BT  FOBDNET  TASIFF  ACT,   132  FEB  CENT  OF  COST. 

I!  the  entire  45  per  cent  left  after  the  payment  of  duty  were  used  in  pajTnent  for 
the  imported  article,  we  would  get  122  per  cent  as  the  minimum  rate  of  duty  based 
upon  the  foreign  cost,  45  per  cent  of  the  selling  price.  Out  of  every  $100  of  American 
Belling  price,  $55  would  oe  paid  to  the  Government  of  the  United  Srates  by  way  o  f 
duty,  and  no  more  than  $45  could  be  paid  to  the  foreign  manufacturer.  The  rate  of 
duty  on  the  article  on  this  hypothesis,  instead  of  a  present  duty  of  60  per  cent,  would 
be  ||.  or  122  per  cent,  although  the  American  manufacturers  asked  only  for  an  increase 
to  85  per  cent.  One  hundred  and  twenty-two  per  cent  would  be  the  minimum  rate 
of  duty  on  jewelry  carried  by  the  new  act,  so  that  what  is  an  apparent  reduction  of  the 
rate  of  duty  from  60  to  55  per  cent  is  not  a  reduction,  but  an  increase  from  60  per  cent 
to  at  least  122  per  cent. 

This  business  can  not  stand  a  doubling  of  the  rate  of  duty,  and  this  mere  statement 
of  the  effect  of  the  American  valuation  feature  of  the  Fordney  tariff  bill  should  demon-: 
atrate  beyond  any  argument  that  the  duty  on  jewelry  carried  by  this  act  will  be  not 
a  revenue  producer  but  rather  it  will  cause  an  absolute  prohibition  of  imports. 

As  much  of  the  45  per  cent  will  be  absorbed  otherwise  than  in  foreign  cost,  the  rate 
of  duty,  however,  based  upon  the  foreign  cost  will  necessarily  be  more  than  122  per 
cent,  which  itself  would  be  prohibitive,  and  more  than  is  required  by  the  American 
manufacturers  of  jewelry,  wno  in  their  argument  before  the  House  committee  only 
requested  a  tariff  of  85  per  cent. 

EFFECT  ON  AMERICAN  WHOLESALE  PBICS. 

Not  only  is  thJB  minimum  increase  of  the  rate  of  duty  startling  and  prohibitive 
but  its  necessary  effect  upon  the  American  selling  price  of  such  articles  as  might 
be  imported  is  almost  beyond  iinagination.  So  startling  is  the  comparison  between 
the  present  selling  price  of  an  article  of  novelty  jewelry  and  the  ultimate  effect  of  the 
American  valuation  feature  of  the  Fordney  tariff  act  on  said  price  that  it  should  itself 
^e  the  best  aigument  against  the  American  valuation  feature,  unless,  perchanca 
the  sole  purpose  of  this  feature  of  the  act  is  an  absolute  prohibition  of  imports. 

This  statement  will  be  based  upon  an  article  now  costing  $1.80  per  dozen  f.  o.  b. 
place  of  purchase.  This  is  a  common  price  for  an  article  of  novelty  jewelry.  This 
^^Mriea  a  tariff  at  the  present  time  of  60  per  cent,  to  wit,  $1.08  on  the  $1.80.  Thia 
snakes  the  cost  of  the  article  plus  the  duty  $2^88.    1  o  this  must  be  added  a  gross  profi*" 
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stiffident  to  cover  freight,  insurance,  landing  charges,  interest  on  invested  cspitil 
expense  of  doing  business,  taxes,  allowance  for  losses,  and  a  fair  return  by  way  of  pn6t 
to  the  importer.  In  order  to  be  moderate  and  beyond  the  realm  of  contradictcir 
argument,  we  will  take  one-third  of  the  landed  cost  (although  much  more  is  nov 
required),  which  is  equivalent  to  25  per  cent  of  the  selling  price  in  each  case.  Ot«> 
third  of  our  landed  cost  of  $2.88  is  96  cents,  which  added  to  $2.88  makes  $3.84  as  tb« 
necessary  minimum  wholesale  selling  price  of  an  article  costing  $1.80  per  doMs 
f .  o.  b.  |>oint  of  purchase. 

THE  EFFECT  OF  THE  AMERICAN  VALUATION  FEATURE  UPON  THIS  ARTICUE  Or 

NOVELTT  JEWELRY. 


The  probable  ultimate  effect  of  the  American  valuation  feature  will  be  an 
in  the  wholesale  selling  price  of  this  article  from  $3.84  to  $9.  The  American  sriliiir 
price  of  the  article  under  consideration  at  date  of  exportation  is,  as  we  have  9pn. 
^3.84;  85  per  cent  of  this  selling  price,  the  duty  carried  by  theFordney  act,  is  $2.11 
making  the  cost  of  the  article  $1.80,  plus  the  duty,  $2.11,  $3.91.  Add  one-tbird  of  thf 
cost  to  cover  the  additional  charges  set  forth  above,  we  get  a  necessary  wholeA)<- 
selling  price  of  $5.21. 

But  we  have  not  stopped  with  the  effect  of  the  new  tariff  act.  The  chain  is  almoA 
but  not  quite,  endless.  We  have  now  established  a  new  wholesale  selling  price  oi 
^5.21,  upon  which  the  duty  of  55  per  cent  must  now  be  figured.  This  dutv  woni: 
now  be  $2.87;  added  to  the  foreign  cost  makes  the  cost  of  the  article  plus  the  dun 
$4.67;  adding  the  same  overhead  of  one-third  or  $1.56,  makes  a  new  selling  price  d 
$6.23. 

We  have  now  established  a  new  selling  price  of  $6.23,  upon  which  the  duty  accord- 
ing to  the  terms  of  the  new  act,  must  be  based.    Fifty-five  per  cent  of  $6.23  is  $3.43 
added  to  the  cost  of  $1.80  is  $5.23^  add  on  the  same,  one-third  for  overhead,  etc.,  p^r 
the  necessary  new  American  selling  price  of  $6.97. 

The  wholesale  price  would  progressively  increase  as  follows: 

Cost : |L* 

Duty  (55  per  cent  of  new  selling  price,  $6.97) 3.  K. 

Cost  plus  duty h^ 

Gross  profit,  one-third  of  $5.63 ^ L  v 

New  wholesale  price 7. 71 

Net  increase: 

Cost 1^ 

Duty  (55  per  cent  of  new  selling  price,  $7.71) 4.  *4 

Cost  plus  duty 6  W 

Oross  profit,  one-third  of  $6.04 2  01 

New  wholesale  price S-Of» 

*Net  increase: 

Cost isn 

Duty  (55  per  cent  of  new  selling  price,  $8.05) i4J 

Cost  plus  duty 623 

Gross  profit,  one-third  of  $6.23 1^ 

New  wholesale  price R 11 

Net  increase: 

Cost 1* 

Duty  (55  per  cent  of  new  selling  price,  $8.31) 4  ^* 

Cost  plus  duty tr 

Gross  profit,  one-third  of  $6.37 tU 

New  wholesale  price ^4* 
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Net  increase: 

'oet $1. 80 

>uty  (55  per  cent  of  new  selling  price,  $8.49) 4.  67 

Coet  plus  duty 6. 47 

jToaa  profit,  one-third  of  $6.47 2. 16 

New  wholesale  price 8. 63 

Next  increase: 

:oet 1.80 

Chity  (55  per  cent  of  new  selling  price,  $8.63) , 4  75 

Cost  plus  duty 6.  55 

I^ToaB  profit,  one-third  of  $6.55 2. 18 

New  wholesale  price 8.  73 

Next  increase: 

Cost 1.  80 

Duty  (55  per  cent  of  new  selling  price,  $8.73) 4.  80 

Cost  plus  duty 6.60 

Grose  profit,  one-third  of  $6.60 2.  20 

New  wholesale  price 8. 80 

Next  increase:  • 

Cost 1.80 

Duty  (56  per  cent  of  new  selling  price,  $8.80) 4.  84 

Cost  plus  duty 6.64 

Gross  profit,  one-third  of  $6.64 2.21 

New  wholesale  price 8.  85 

Next  increase: 

Cost 1.80 

Duty  (65  per  cent  of  new  selling  price,  $8.85) 4. 87 

Cost  plus  duty 6.67 

Gross  profit,  one-third  of  $6.67 2.  22 

New  wholesale  price 8. 89 

Next  increase: 

Cost 1.80 

Duty  (55  per  cent  of  new  selling  price,  $8.89) 4.  90 

Cost  plus  duty 6.  70 

Gross  profit,  one-third  of  $6.70 2.23 

New  wholesale  price. . .: 8. 93 

Next  increase: 

Coet 1.80 

Duty  (56  per  cent  of  new  selling  price,  $8.93) 4.  91 

Cost  plus  duty 6.  71 

Grow  profit,  one-third  of  $6.71 2.  24 

New  wholesale  price 8. 95 


390  TABIFF — ^AMERICAK  VALUATIONS. 

Next  increase: 

Cost $1  "•^ 

Duty  (55  per  cent  of  new  selling  price,  $8.95) 4  ^ 


Cost  plus  duty ^  " 

Gross  profit,  one-third  of  $6.72 2  : 


« 


New  wholesale  price. 


ii     * 


Next  increase: 

Cost 1  H. 

Duty  (56  per  cent  of  new  selling  price,  $8.96) 4.» 

Cost  plus  duty ♦*  * 

Gross  profit,  one-third  of  $6.73 2  T* 

New  wholesale  price *  '** 

Cost 1  ^ 

Duty  (55  per  cent  of  new  selling  price,  $8.97) 4.ii- 


Cost  plus  duty »v 

Gross  profit,  one-third  of  $6.73 


•)  -i 


New  wholesale  price ^.  ^" 

The  new  permanent  established  selling  price  is  $8.97.  We  have  thus  reached  th^ 
point  where  the  duty  will  no  longer  affect  the  selling  price  and  where  the  ultinu.*' 
effect  of  the  duly  is  disclosed.  In  other  words,  <the  effect  of  the  55  per  cent  dut  v  b«^: 
upon  American  selling  price,  other  costs  being  stabilized,  is  to  increase  the  neceaar 
American  selling  price  of  an  article  costing  $1.80  from  $3.84  to  ^.97. 

It  is  inconceivable  that  an  article  formerly  sold  at  wholeaale  in  the  United  SubU« 
for  $3.84  per  dozen  can  be  sold  for  $8.97  per  dozen,  and,  therefore,  importation  wi.. 
be  prohibited,  and  the  American  valuation  feature  of  the  Fordney  tariff  act  ha»  bnmsb' 
about,  so  far  as  novelty  jewelry  is  concerned,  not  increased  revenue  for  the  Ameni^ 
Treasury,  but  it  has  completely  stopped  importation. 

RATE  OF  DUTY  OF  THE  NEW  ACT  COMPARED  TO  THE  PRESENT  DUTY. 

The  present  rate  of  duty  is  60  per  cent.  The  foregoing  statement  has  shown  tb*: 
the  ultimate  effect  of  the  Fordney  act  will  be  to  charge  a  duty  of  55  per  cent  of  $^  ^ 
or  $4.93  on  an  article  costing  $1.80,  an  increase  of  dluty  from  $1.08  to  $4.93,  from  '• 
per  cent  to  275  per  cent  of  the  foreign  cost. 

This  statement  should  be  sufficient  to  demonstrate  the  impossibility  of  effertiL. 
any  increase  in  revenue  through  this  act.  which  will  necessarily  prohibit  all  furtb' 
importation,  especially  when  you  consiaer  that  the  American  manufacturerv  hi'* 
requested  only  an  increase  in  duty  from  60  to  85  per  cent. 

THE  GENERAL  EFFECT  OF  THE  AMERICAN  VALUATION  FEATURE. 

We  have  attempted  to  construct  a  table  of  figures  from  which  it  can  be  detenni!^**' 
what  the  approximate  ultimate  selling  price  must  necessarily  be  if  the  AmerKv- 
valuation  feature  of  the  Fordney  Act  goes  into  effect. 

The  ptirpose  of  this  table  and  of  the  principle  underlying  it  is  twofold.     FiT«t 
makofl  it  possible  to  compare  the  old  rate  of  duty  carried  by  the  present  act  with  U  ■ 
ratofl  of  duty  carried  by  the  Fordney  Tariff  Act;  and,  second,  it  makes  it  poBnhl^ ' 
di;termine  the  approximate  necessary  American  selling  price  established  to  cover  u* 
coHt  of  the  article  and  the  duty  and  the  cost  of  selling. 

In  the  computation  the  American  selling  price  is  computed  at  100  per  cent  J- 
thi*  computation  we  have  allowed  the  importer  as  a  gross  profit  to  cover  beight.  iB«»' 
an  CO,  landing  charges,  interest  on  invested  capital,  expenses  of  doing  biisinev,  imx** 
allowance  for  loss  duo  to  the  import  of  unsalable  commodities,  commercial  l^^^ 
and  a  fair  return  by  way  of  profit  of  33^  per  cent  of  the  cost  plus  the  duty.  Hit*  ^* 
•<|uivalent  to  25  per  cent  of  the  selling  price.  In  other  words,  if  the  cnut  pla*  *^- 
dtvty  is  75  per  cent  of  the  selling  price,  33  J  per  cent  thereof  ia  25  per  cent  of  the  ^'** 
s<«lling  price. 


TABIFF — ^AMERICAN  VALUATIONS. 


391 


Accordingly,  from  the  total  selling  price  of  100  per  cent  is  first  deducted  26  per  cent 
f  the  gro68  selling  price  to  cover  gross  profit.  The  balance  of  75  per  cent  covers  the 
ostt.o.  b.  point  of  purchase,  plus  the  duty.  In  other  words,  if  an  article  is  free  of 
uty,  an  importer  can  afford  to  pay  75  per  cent  of  the  American  wholesale  selling  price 
:»r  the  article  f .  o.  b.  point  of  purchase,  and  the  balance  of  25  per  cent  of  the  American 
elling  price  will  cover  his  additional  costs  and  his  profit.  If  the  duty  is  1  per  cent, 
here  remains  but  74  per  cent  of  the  American  selling  price  which  is  applicable  to 
he  f  oreigjn  cost,  and  for  each  increase  in  rate  of  duty  of  1  per  cent  of  the  American 
elling  price  there  must  be  a  corresponding  decrease  of  1  per  cent  of  that  selling  price 
rhich  18  applicable  to  the  forei^  cost.  Apply  this  principle  to  novelty  jewelry  and 
re  have  this  division  of  the  selling  price:  Twenty-five  per  cent  applicable  to  expense 
»f  doing  business,  55  per  cent  tariff,  leaving  20  per  cent  of  the  American  selling  price 
irhich  is  applicable  to  cost.  One  dollar  and  eighty  cents,  the  cost  of  our  article, 
aken  as  an  illustration,  is  20  per  cent  of  the  necessary  American  selling  price,  which 
rould  be,  according  to  this  computation,  $9.  In  the  earlier  part  of  this  memorandum 
re  have  seen  how  the  necessary  American  selling  price  would  reach  $8.97,  which  is 
ipproximately  $9,  as  shown  by  the  table. 

Similarly,  the  rate  of  duty  based  on  the  foreign  cost  can  likewise  be  computed.  Of 
he  selling  price,  25  per  cent  is  gross  profit,  55  per  cent  is  duty-,  20  per  cent  is  left  for 
'»reign  cost;  55  is  275  per  cent  of  20.  So  that  the  rate  of  duty  has  been  increased  from 
JO  per  cent  to  275  per  cent  of  the  foreign  cost. 

If  we  take  the  overhead  of  25  per  cent,  our  table  would  be  constructed  as  follows: 


The  amount 

The  amount 

The  amount 

The  amount 

Where  the 
rate  of  duty 
is  (per  cent 
>f  wholesale 
selling 
price) — 

which  can 

be  paid  for 

the  foreign 

article  is 

(percent 

of  wholesale 

soling 

Where  the 

rate  of  duty 

is  (per  cent 

of  wholesale 

selling 

price)— 

which  can 

be  paid  for 

the  foreign 

article  is 

(percent 

of  wholesale 

selling 

Where  the 

rate  of  duty 

is  (per  cent 

of  wholesale 

selling 

price)— 

which  can 

be  paid  for 

the  foreign 

article  is 

(per  cent 

of  wholesale 

selling 

Where  the 

rate  of  duty 

is  (per  cent 

of  wholesale 

selling 

price)— 

which  can 

be  paid  for 

the  foreign 

article  is 

(per  cent 

of  wholesale 

selling 

price)— 

price)— 

price)— 

price)— 

0 

75 

14 

61 

28 

47 

42 

33 

1 

74 

15 

60 

29 

46 

43 

32 

2 

73 

16 

59 

30 

45 

44 

31 

3 

72 

17 

58 

31 

44 

45 

30 

4 

71 

18 

57 

32 

43 

46 

29 

i           ^ 

70 

19 

56 

33 

42 

47 

28 

1           6 

69 

20 

55 

34 

41 

48 

27 

7 

68 

21 

54 

35 

40 

49 

26 

8 

67 

22 

53 

36 

39 

50 

25 

9 

66 

23 

52 

37 

38 

51 

24 

10 

65 

24 

51 

38 

37 

52 

23 

11 

64 

25 

50 

39 

36 

63 

22 

12 

63 

26 

49 

40 

35 

54 

21 

13 

62 

27 

48 

41 

34 

55 

20 

We  have  given  a  table  based  upon  gross  profits  of  15  per  cent,  25  per  cent,  and  35 
per  cent  of  the  wholesale  selling  price,  which  would  show  a  distnbution  between 
that  portion  of  the  American  selling  price  which  will  be  payable  as  duty  and  that 
portion  which  can  be  paid  for  the  imported  article. 


Where  the 
.rate  of  duty 

i^  (percent 
'Of  wholesale 
1    selling 
price)-- 

The  amount 

which  can 

be  paid  for 

the  foreign 

article  is 

(per  cent 

of  wholesale 

selling 

price)— 

Where  the 

rate  of  duty 

is  (per  cent 

of  wholesale 

selling 

price)— 

The  amount 

which  can 

be  paid  for 

the  foreign 

article  is 

(per  cent 

of  whdesale 

selling 

price)— 

Where  the 

rate  of  duty 

is  (per  cent 

of  wholesale 

selling 

price)— 

The  amount 

which  can 

be  paid  for 

the  fra'eign 

article  is 

(per  cent 

of  wholesale 

selling 

price)— 

Where  the 

rate  of  duty 

is  (per  cent 

of  wholesale 

selling 

price)— 

The  amount 

which  can 

be  paid  for 

the  foreign 

article  is 

(per  cent 

of  wholasale 

selling 

price)— 

56 
57 
5H 
59 
60 

19 

18 
17 
16 
15 

61 
62 
63 
64 
65 

14 
13 
12 
11 
10 

66 
67 
68 
69 
70 

9 
8 
7 
6 
5 

71 
72 
73 

74 
75 

4 

I 

1 
0 
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Where  the  rate  of  duty  is  75  per  cent,  the  article  can  no  longer  be  imported  Ix****  - 
the  duty  of  75  per  cent  plus  the  gross  profit  required  of  25  per  cent  abieorbs  the  ez.'  * 
selling  price  and  leaves  no  portion  thereof  applicable  for  payment  to  the  for- 1 -■ 
manufacturer. 

Taking  this  table,  let  us  see  what  the  article  costing  $1.80  could  be  sold  for. 

Turning  to  that  part  of  the  table  which  gives  a  rate  of  duty  of  55  per  cent,  wt?  •- 
that  there  is  left  to  be  applicable  to  the  cost  of  the  commodity  20  per  cent  of  the  U'^ 
American  selling  price,  so  that  11.80  is  at  the  maximum  20  per  cent  of  the  AD»r 
can  selling  price.  One  dollar  and  eighty  cents  is  20  per  cent  of  $9,  ir  - 
which  it  would  follow  that  an  article  of  which  the  American  selling  pric**  wai«  f  • 
would  cost  the  importer  no  more  than  $1.80,  and  the  wholesale  price  would  be  '■  - 
times  the  foreign  cost  of  the  article,  whereas,  at  the  present  time,  the  sellinir  i"^'. 
based  upon  the  same  calculation  would  be  $3.84.  It  is  unnecessary  to  ar]^e  lU' 
upon  this  calculation,  and  with  this  price  of  $9  wholesale,  the  article  whi<-h  w 
formerly  sold  for  $3.84  could  not  possibly  be  sold.  In  the  same  manner,  the  dut^. 
56  per  cent  of  the  American  selling  price  is  275  per  cent  of  the  foreign  cost  of  20  ;•  • 
cent  of  the  selling  price.  This  same  calculation  can  be  reached  from  the  table  :■ ' 
any  rate  of  duty. 

We  have  constructed  additional  tables  because  the  committee  may  feel  tliat  v. 
overhead  of  25  per  cent  is  too  much,  or  would  prove  to  be  too  much  when  the  tA"** 
loading  is  considered.  Accordingly,  the  table  nas  been  constructed  with  only  a  V 
I)er  cent  allowance  of  gross  profit,  which  in  no  event  can  be  considered  ex<^ 
sive.  Based  upon  an  overhead  of  15  per  cent  of  the  selling  price,  we  find  that  tb'-o  .« 
applicable  for  the  cost  of  the  commodity,  30  per  cent  of  the  American  wholesale  wll:'- 
price.  One  dollar  and  eighty  cents  is  30  per  cent  of  $6,  so  that  an  article  costing  5!  *^ 
could  be  sold  in  the  United  States  for  not  less  than  $6  as  against  the  present  ^el!.: . 
price  of  $3.84. 

Referring  to  the  15  per  cent  table  again,  if  the  duty  is  55  per  cent,  an  articlo  m  I 
cost  $30  f.  o.  b.  point  of  purchase,  and  it  must  be  sold  in  the  United  States  for  $V» 
and  the  duty  will  be  $55  on  a  foreign  cost  of  $30,  or  183  per  cent  of  the  foreign  •  «*•• 
In  the  same  way,  for  each  rate  of  duty,  there  can  be  determined  the  appro i^im--' 
American  selling  price  of  the  article,  and  in  the  same  way  the  rate  of  duty  ba.«»*! 
upon  the  foreign  selling  price. 

If  the  constant  overhead  taken  for  gross  profit  is  15  per  cent,  then  the  dut}'  and  ti- 
amount  payable  for  the  imported  article  will  be  distributed  as  follows: 
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From  this  table,  it  will  be  seen  that  when  the  rate  of  duty  becomes  85  per  cpftf  j' 
becomes  impossible  to  import  goods;  the  duty  plus  the  overhead  absorbs  all  vi  ^l' 
selling  price,  leaving  no  part  of  the  selling  price  which  can  be  appropriated  for  th* 
cost  of  the  article. 
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Where  the  rate  of  duty  is  G5  per  cent,  the  article  ci 


o  longer  be  impiorted. 


It  can  be  seen  from  An  inepection  of  these  tablea  what  Che  effect  of  the  Pordnejr 
Tariff 'Act  will  be  upon  anyimporlation.  It  multlpliee  the  coet  to  such  an  extent  that 
the  impoftation  of  any  article  bearing  a  Bubstantial  rate  of  duty  vdW  be  impo°filile. 
The  association  believes  that  coniddc ration  of  tallies  of  thu  sort  will  demont'trate  th» 
futility  of  expecting  that  there  will  be  any  Bubelantial  importation  of  any  articles 
carrying  a  substantial  rate  of  duty. 

It  ie  submitted,  therefive,  that  either  the  American  valuation  feature  should  be 
»bandoned,  or  in  the  alternative,  that  the  rate  of  duty  based  upon  the  American 
selling  price  shoiiM  be  reduced  to  a  point  where  the  duty  hears  approximately  the 
fame  proportion  of  the  foreign  cost  aa  is  borne  by  the  present  act. 
Respectfully  submitted. 

Lippman,  Spier  4  Hahn;  P.  Lisner  &  Co.;  Cohen  &  Ropenberger;  Sam- 
fltag&HilderBros.;  A.  SteinhardtA  Bro.;  Ben  Fleeenthal  &  Co.  (Inc.); 
Royal  Jewelry  Manufacturing  Co.;  Wm.  E.  Flory  &  Co.;  Fred  &  Ben 
Lewenthal  Co.;  M.  Guggenheim  (Inc.);  W.  Reirhart  &  Co.;  Emerich  &, 
Sehorsfh;  Jules  Schwab  A  Co.;  L.  Mendelsonit  Co.;  LewyA  Co.;  Gutb- 
man,  Solomons  Co. ;  H.  Wolf  A  Co.;  L.  Heller  &  Ron  (Inc.);  Wertheimer, 
PlehnA  Levy  (Inc.);  F.Hoffman  A  Co.;  A.  Miltenberg  A  Co.;  Wiener 
Bros.;  Friedman  Co.;  M.  Goldberg  Sons. 

The  Chairman.  Mr.  James  A.  Emery  desires  to  file  a  paper.  Is 
he  hpre  ? 

(No  response.) 

The  Ch.«rman.  Is  Mr.  Alpheus  Winter,  of  Bridgeport,  Conn., 
present? 

Mr.  Winter.  Yes,  Mr.  Chairman. 

STATEHEITT    OF    ALFHEUS    WINTEB,    BEFBESENTINa    THS 
KAHlTFACTTrKEBS'  ASSOCIATION,  BBIDOEFOBT,  CONN. 

The  Chairman.  Mr.  Winter,  you  may  proceed.  What  industry 
io  you  represent  ? 

Mr.  Winter.  I  represent  the  Manufacturers'  Association  of 
Bridgeport,  Conn.,  as  general  manager. 
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The  Chairman.  Are  you  a  manufacturer  yourself? 

Mr.  Winter.  I  am  not. 

The  Chairman.  What  is  your  business  ? 

Mr.  Winter.  I  am  general  manager  of  that  association. 

The  Chairman.  Proceed. 

Mr.  Winter.  I  wish  to  submit  formally  a  petition,  a  copv  *{ 
which  has  been  sent  to  each  member,  signed  by  66  of  our  92  memf>«*r-. 

That  petition,  as  submitted,  was  placed  in  the  hands  of  <*a<-h 
member  for  consideration,  accompanied  by  a  bulletin  transmit  tire 
it,  copy  of  which  I  will  submit.  At  the  bottom  is  the  authorizati«>n 
for  their  names  to  be  signed.  That  shows  the  method  and  the  fHrt 
that  66  out  of  92  signed  voluntarily.  Four  members  opposed  it 
three  by  telephone  and  one  by  letter.  I  would  like  to  read  the  lettt-r 
to  give  the  type. 

The  Chairman.  All  right. 

Mr.  Winter.  This  is  from  the  Bullard  Machine  Tool  Co. : 

Noting  your  circular  No.  1592  relative  to  American  valuation,  we  are  not  dir»i-»' 
interested,  but  from  all  information  we  can  gather  upon  the  subject  we  believe  tJui 
the  foreign  valuation  is  preferable  to  any  Am^can  valuation,  and  we  are  tliervi«»t 
opposed  to  American  valuation. 

Senator  McCumber.  The  four  that  you  say  opposed — were  thrv 
importers  as  well  as  manufacturers  ? 

Mr.  Winter.  The  Bullard  Machine  Tool  Co.  were  not  interest«i  a* 
a  manufacturer.  The  other  three  were  manufacturers  inten»si«''i 
from  that  viewpoint. 

I  want  to  pomt  out  that  these  66  members,  as  will  largely  appear 
from  the  names,  represent  a  diversified  interest,  all  kinds  of  man«i- 
facturers,  and  represent,  I  believe,  a  fair  percentage  of  our  State.  an<!. 
I  think,  of  our  Nation — the  diversified  manufacturing  interests  a>  t«« 
how  they  stand  upon  this  (question  of  American  valuation. 

As  I  have  heard  tJie  testimony  there  seems  to  be  a  question  lanr»*ly 
between  the  manufacturer  and  the  importer.  I  want  to  empha^iz'- 
in  that  connection  the  worker. 

Bridgeport  to-day  is  at  a  very  low  ebb  industrially.  We  are  hAov 
50  per  cent  normal.  The  factories  have  the  appearance  of  complci'* 
emptiness  a  large  part  of  the  week,  because  tnree  days  a  wwk  i> 
pernaps  the  average  now  working. 

Senator  Watson.  Is  not  that  partly  due  to  the  fact  that  you  manu- 
factured war  materials  on  a  very  large  scale,  perhaps  more  so  than 
any  other  city  of  its  size  in  the  Unit-tnl  States,  and  that  that  hii> 
ceased  ? 

Mr.  Winter.  Only  to  an  extent,  but  that  is  also  true.  I  do  nt»i 
want  to  maintain  that  our  wheels  are  not  going  to  turn  and  that  w*- 
are  not  coming  back»  but  it  is,  I  believe,  the  fair  consensus  of  opini«'n 
in  Bridgeport  and  of  Bridgeport  industries  that  American  valuation 
will  be  helpful;  that  the  imemployment  will  be  in  Germany  and  othor 
nations  and  not  in  Bridgeport  if  we  can  have  not  only  ^Vmeriran 
valuation  but  other  relief.  We  are  not  pessimists.  We  believe  vr 
are  going  to  continue  business,  but  we  would  rathw*  have  the  unem- 
ployment on  the  other  side  of  the  water  than  in  Bridgeport,  and  thit 
IS  one  of  the  steps  that  we  believe  would  help,  if  we  could  get  a  pHxi 
stable  valuation  in  this  country. 
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Senator  McCumber.  You  believe  it  would  stabilize  the  valuation? 
Mr.  Winter.  We  believe  so. 

In  that  connection  I  think  that  a  classification  should  be  accom- 
►Ushed  somewhat  similar  to  that,  say,  of  the  official  classification  of 
he  railroads.  That  is,  a  valuation  committee  could  fix  a  price,  a 
air,  representative  price  that  would  be  close  enough  for  rough  justice, 
i>  that  every  manuiacturer  and  every  importer  would  know  what  he 
vas  going  to  pay  on  the  article  imported. 

Senator  McCumber.  That  is,  that  the  Government  itself  should 
jptu'laitn  the  price  for  a  definite  period  ahead  ? 

Mr.  Winter.  Until  changed  by  a  classification  similar  to  the  rail- 
roads. The  Official  Classification  is  not  a  bulkj  thing.  It  is  perhaps 
twice  as  big  as  that  [illustrating],  and  yet  it  contains  practically 
everything  that  is  imported  to-day,  because  it  comes  in  and  moves 
over  our  railroads.  A  stable  American  price  could  be  set  opposite 
the  articles — perhaps  not  in  every  instance.  Perhaps  appraisers  are 
necessary  in  certain  cases,  but  it  could  be  done,  and,  I  believe,  more 
easily  than  we  could  go  abroad  and  ascertain  the  prices  there  in  the 
various  nations  with  the  various  and  different  financial  arrangements. 

I  thank  you,  gentlemen. 

iThe  papers  referred  to  and  submitted  by  the  witness  are  as  follows :) 

PETITION    BY    THE    MANUFACTURERS'    ASSOCIATION    OF    BRIDGEPORT,    CONN.,    TO    THE 
SENATE   COMMITTEE   ON  FINANCE,   SIXTY-SEVENTH  CONGRESS. 

We,  the  undersigned  members  of  the  Manufacturers*  Association  of  Bridgeport, 
Conn.,  respecthilly  petition  that  American  valuation  be  adopted  for  levying  ad 
\alorem  import  duties  for  the  reasons  hereinafter  set  forth. 

First.  The  existing  foreign  valuation  basis  has  always  been  a  prolific  cause  of  in- 
arcuracies. 

These  unintentional  inaccuracies  result  in  discriminatory  situations  which  can  be 
eliminated  to  a  considerable  extent  by  adoption  of  an  American  valuation  basis. 

Second.  The  existing  foreign  valuation  basis  has  subjected  imported  duties  to  gross 
manipulation. 

These  intentional  frauds  result  in  loss  of  revenue  to  the  United  States  and  unfair 
competition  which  the  American  \'aluation  method  would  materially  reduce. 

Third.  The  existing  foreign  valuation  basis  results  in  unequal  import  duties  on 
like  ^oods. 

Under  the  present  abnormal  and  fluctuating  foreign  exchange  the  only  practical 
method  for  imposing  equal  customs  duties  upon  like  ietrticles  is  by  the  application  of 
an  American  valuation. 

Fourth.  The  existing  foreign  valuation  basis  forces  this  Government  to  violate  its 
oblkation  to  admit  the  goods  of  certain  friendly  countries  on  equal  terms. 

The  present  chaotic  condition  in  exchange  values  means  that  the  same  article 
^rom  England,  France,  and  Germany  would  not  be  assessed  a  like  import  tax,  meas- 
ured in  dollars  and  cents. 

Filth.  The  existing  foreign  valuation  basis  makes  the  United  States,  with  its  eco- 
nomic stability',  the  natural  dumping  ground  for  the  products  of  foreign  countries 
having  depreciated  currencies. 
Application  of  American  valuation  would  to  a  large  degree  wipe  out  the  present 

customs  duty  inequalities  by  requiring  like  imports  to  pay  the  same  dollars  and  cents 

tax. 

^ixth.  The  existing  foreign  valuation  basis  emphasizes  the  present  discrepancies, 
in  cases  like  Germany,  where  industry  is  subsidized  by  the  Government. 

In  this  case  a  percentage  ad  valorem  tax  based  on  foreign  values  falls  even  farther 
^hort  of  effecting  reasonable  equality,  a  situation  that  could  be  vastly  improved  by 
tne  adoption  of  American  valuation. 

Finally,  continuation  of  the  existing  foreign  valuation  basis  means  not  merely 
^e  depression  of  all,  but  the  absolute  extermination  of  certain  industries. 

American  valuation  is  at  present  an  essential  measure  for  self-preservation;  without 
It  the  factories  of  our  city.  State,  and  Nation  will  become  a  sacrifice  to  foreign  com- 
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pNetitors,  and  a  nonproducing  class.    Furthermore,  an  inestimable  number  *^i     .* 
citizens,  both  employers  and  employed,  will  suffer  the  hardships  which  ne<"f=^*r-  ■ 
follow  the  partial  or  complete  stoppage  of  the  wheels  of  industry. 
Respectfully  submitted. 

Acme  Shear  Co.,   D.  C.  Wheeler,  president;  Aluminum  Manufa't*^*^* 
(Inc.),  S.  K.  Becker,  works  mana°:er;  American  &  Britbh  Mana** 
turing  Co.,  J.  C.  Stanley,  president;  American  Chain  Co.,   W. 
Lashar,   president;  American  Fabrics  Co.,  H.   A.   Phillip??,  srei.-". 
manager;  American  Tube  &  Stamping  Co.,  E.  C.  Mayo,  prp~i.i:* 
Max  Ams  Machine  Co.,  J.  F.  Brenzinger,  general  manager:  .\n<?i^r 
Die  &  Machine  Co.,  N.  H.  Anderson,  general  manager;  Antmr-j'. 
Machine  Co.,  Norman  Leeds,  treasurer;  Baird  Machine  Co..   < 
Warner,  president;  The  Bassiek  Co.,  W.  R.  Ba&nck,  general  maiiA^*' 
Bilton  ^la^hine  Tool  Co.,  C.  E.  Bilton,  prer'ident:  Black  Rvk  Ma- 
facturing  Co.,   G.   L.   Hammond,    president;  Bridgeport  Bia-"   « 
G.  P.  Miller,  treasurer;  Bridgeport  Chain  Co.,  C.  W.  Pinrhe=».  t^x- 
urer;  Bridgeport  Coach  Lare  Co.,  H.  B.  Naramore,  serretar>':  Bri'ij*- 
port  Cutter  Works,  H.  F.  Noyes,  president;  Bridgeport  Deox.  Br«:  • 
&  Metal  Co.,  R.  D.  Whipple,  president;  Bridgeport  Die  &  Ma  '     • 
Co.,  J.   W.   Ogden,   president;  Bridgeport  Hardware  Manufa-t'  " 
Corporation,  W.  F.  Hobbs,  president;  Bridgeport  Metal  Good**  Mi:  . 
facturing  Co.,  A.  S.  Lyhne,  president;  Bridgeport  Motor  Co.  .  Tr.' 
H.  H.  Brautigam,  secretary;  Bridgeport  Piston  Ring  Co.,  W.  J.  P#»r'. 
president;  Bridgeport  Rolling  Mills  (Inr.^  A.  C.  Kaffauf,  trea- :*.".' 
Bridgeport  Safety  Emer>'  WTieel  Co.,  A.  H.  Kean,  trea.<mrer:  }^^A: 
port  Screw  Co.,  R.  G.  Farrell,  president;  Bryant  Electric  <*o..  <■    '' 
Goodridge,   works  manager;  Canfield  Rubber  Co.,   (\   F.   Hol<Mn.! 
president;  The  E.  W.  Carpenter  Manufac* turing  Co.,  E.  W.  CariieniK 
president;  Challenge  Cutlery  Corporation,  W.  E.  Primrose,  trei-:''  ' 
Connecticut  Electric  Co.,   A.   TI.  Trum])uH,  president:  t'omwAl'  .» 
Patterson  Manufacturing  Co.,  J.  T.   Patterson,  president;  {\txi*  a 
Curtis,   L.  B.   Curtis,   president;  Feeney  Tool  Co.,   J.   M.   FeeL*-- 
president;  General    Electric    Co.,    W.    S.    Clark,    general    miiiaj*' 
Handy  &  Ilarman,  G.  C.  Gerrish,  works  manager;  Ueppenstall  F«  -. 
Co.,  C.  S.  Lindsay,  treasurer;  Housatonic  Machine  &  Tool  Co .  J   *•• 
Weir,  president;  Harvey  Hubbell  (lnc.\  G.  S.  Hadley,  8eir»-tAr 
International  Silver  Co.,  J.  G.  Ludlum,  general  manager;  Ive:>  Mal 
facturing  Corporation,  H.  C.  Ives,  president;  Jenkins  Broe.,  *'    ' 
Barrington,    general    manairer;  Jennings    Broe.    Manufacturing   '  ♦ 
E.  A.  Jennings,  secretary-;  Ix)comobile  Co.,  E.  L.  Larson,  tfei."* 
manager;  Manning,  Maxwell  <&  Moore  (Inc.  \  C.  H.  Graesser.  «  •:».• 
manager;  Manufacturers'  Iron  Foundrj-,  F.  R.  (^arstensen,  ir».*uT*' 
The  W.  S.  Mills  Co.,  W.  S.  Mills,  \reasiu-er:  Monumental  U  z^' 
Co.,  R.  M.  Sperry,  general  manager;  The  A.  11.  Xilson  Machin**  * 
A.  H.  Nilson,  president;  N.  Palmer  dc  i'o,,  F,  C.  Clark,  pr«-i'4'.' 
Parrott  Varnish  Co.,  Harn,-  lludler,  8e<retarj';  Pequonnock  Fomja" 
G.  E.   Kirsten,  president;  The    Potcui)ine  \V,  J.  K.   Wilham*' 
president;  Remington  Typewriter  Co.,  (3,  W.  Bern.*,  works;  niaio.'  ' 
Salts  Textile  ^fanufac turing  Co.,  Frederick  Rhoiles,  treasurer   K  ■ 
Sanford  ^^anufacturing  Co..  F.  C.  Sanford.  president;  Siemon  H**''^ 
Rubber  Con>oration,  C.   F.   Siemon,   prei»ident;  The  Sprafnie  M»t«r 
Co.,  W.  P.  Hutchinson,  general  manatr^^r;  ^ipriugfield  Manuf»ctiinr-* 
Co.,   H.   F.   Brandes,   president:  Spring  Perch  Co..   J.   C.   lU»i' 
treasurer;  Standard  Coupler  Co.,  (J.  II.  Wood,  general  6uperint«<o*i* 
Stanlev  Rule  &  Level  Co.,  C.  E.  Zink.  general  managi^r.  Tjk  •   - 
Sons  Paper  Co.,  W.  G.  Prior,  secretarv-;  Th..-  T.  P.  Taylor  Co,  V  M 
Hammond,   president;  \Miite  Manufacturing  <'o  ,   C.   O.   Matib.  •- 
general  manager;  Wolverine  Motor  Works,  L.  I.  Snyder,  u«asorrr 
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AMERICAK  YALUATIOK. 

To.   1952.    Bulletin  of  the  Ifanufacturers'  Association  of  the  city  of  Bridgeport,  Conn.  (Inc.),  405-410-411 

Court  Exchange.] 

June  3, 1921. 

Important:  Please  act  on  this  matter  immediately  or  pass  it  on  for  the  attention  of 
:  1**  proper  official.    Do  not  lay  it  aside  or  allow  it  to  be  filed  away. 

I^reaiaent  Harding,  Secretary  Hoover,  the  Chamber  of  Commerce  of  the  United 
tates,  the  Manufacturers'  Association  of  Connecticut,  and  practically  all  industrial 
r^^suuzations  and  plants  favor  with  unusual  imanimity  the  American  valuation  basis 
'  •r  levying  ad  valorem  import  duties. 

The  call  has  gone  from  coast  to  coast  for  every  organization  to  do  its  bit  toward 
m  pressing  upon  Congress  the  fact  that  the  manufacturing  interests  of  the  entire 
<^ action  demand  the  adoption  of  American  valuation. 

Iti  order  that  this  association  may  take  a  concise  and  united  stand  in  reference  to 
1x13  question,  each  member  in  &ivor  of  American  valuation  is  urged  to  sign  and  return 
Lo  tills  office  the  attached  authorization  on  or  before  Wednesday,  June  8. 

Alpheus  Winter, 

General  Manager. 


AtJTHORIZATION. 


Alpheus  Winter, 

General  Manager  Manufacturers^  Association. 

Tou  are  hereby  authorized  to  affix  the  signature  of  this  company  as  it  appears  below 
to  the  proposed  petition  covering  American  valuation,  for  presentation  to  the  mem- 
bers of  the  appropriate  congressional  committees. 

_______  ^        ' 

The  Chairman.  Messrs.  Wilcox  and  Phillips,  of  Providence,  R.  I., 
Is  there  any  one  here  representing  them  ? 

Mr.  Wilcox.  This  is  Mr.  Wilcox  speaking,  Mr.  Chairman;  and 
this  [indicating]  is  Mr.  Phillips. 

The  Chairman.  You  are  both  members  of  the  American  Tex- 
tile Co.  ? 

Mr.  Wilcox.  Mr.  Phillips  is  the  general  manager,  and  I  am  treas* 
urer  and  secretary. 

The  Chairman.  You  do  not  both  desire  to  be  heard,  do  you  ? 

Mr.  Wilcox.  I  would  like  to  have  Mr.  Pliillips  for  consultation  in 
regard  to  any  technical  questions  that  may  arise  in  connection  with 
the  matter. 

The  Chairman.  You  will  make  the  statement,  will  you  ? 

Mr.  Wilcox.  Yes,  Mr.  Chairman,  if  you  please. 

The  Chairman.  Proceed,  Mr.  Wilcox. 

STATEMEITT   OF  FEEDERICK   B.   WILCOX,   SECRETARY  AND 
TREASURER,  AMERICAN  TEXTILE  CO.,  PROVIDENCE,  R.  I. 

ilr.  Wilcox.  The  American  Textile  Co.,  Pawtucket,  R.  I.,  which 
we  represent,  manufactures  laces,  veils,  net,  and  kindred  fabrics  on 
Levers  machines.  We  favor  American  valuation,  with  rates  on  raw 
material  and  finished  goods  in  proportion. 

Our  plant  employs  about  450  and  is  the  largest  plant  in  the  United 
States  making  laces  of  the  character  previously  referred  to.  The 
value  of  our  production  in  1919  was  in  excess  of  $900,000  as  com- 
pared with  $6,608,000  total  production  of  Levers  laces  as  reported  in 
1919  to  the  Census  Bureau. 

Senator  Watson.  That  is  the  whole  production  ? 

Mr.  Wilcox.  In  this  country — in  the  United  States. 
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Senator  Watson.  That  is,  you  manufacture  $900,000  worth  of  rbi| 
$6,000,000  in  the  United  States  ? 

Mr.  Wilcox.  That  is  right,  sir. 

In  order  to  place  before  the  committee  a  typical  case  covering  Vii\ 
most  staple  article  of  manufacture  in  the  lace  business,  we  ha^i 
attached  Exhibit  A,  showing  three  samples  of  val  lace  which  an 
imported  and  sold  in  this  country  after  the  payment  of  all  dutki 
under  the  present  emergency  tariff,  at  a  price  with  which  it  is  imp**?* 
sible  for  us  to  compete.  To  show  the  importance  of  the  manufactur? 
and  sale  of  val  laces  by  domestic  manufacturers,  would  say  that  l  il 
less  than  40  per  cent  of  the  sale  of  laces  on  Levers,  should,  uniif 
normal  conditions,  be  obtained  from  the  sale  of  the  laces  of  iL*] 
character. 

Nos.  10989,  22373,  and  22370  are  of  foreign  manufacture  and  pri^J 
at  20  cents,  30  cents,  and  30  cents  per  dozen  yards,  respectively.  tLs 
being  the  selling  price  in  the  New  York  market  at  the  present  tim^. 
as  confirmed  by  Exhibits  B  and  C.  Nos.  22373  and  22370  are  i 
much  better  quality  than  are  numbers  of  our  manufacture.  X"*". 
9802  and  9807,  which  appear  also  on  Exhibit  A,  and  these  sold  Ut 
32  cents,  show  no  profit  to  the  American  Textile  Co.,  this  being  ih* 
bare  cost,  includea  in  this  cost  the  selling  expenses,  but  no  chanr? 
for  depreciation  of  the  plant,  machinery,  et<;.  We  wish  to  particu- 
larly emphasize  the  fact  that  No.  01989,  priced  at  20  cents,  is  eithrr 
greatly  undervalued  on  a  proportionate  basis  of  size  or  else  the  oth»^ 
two  foreign  numbers  (22370  and  22373)  are  greatly  overvalued  from 
the  standpoint  of  the  foreign  selling  price.  In  either  event  it  i* 
impossible  for  domestic  manufacturers  to  compete  with  a  variati«'C 
of  prices  running  from  10  to  30  per  cent  as  compared  with  goo<i» 
landed  in  this  country  with  all  duties  paid.  We  can  supply  iK-^ 
committee  with  hundreds  of  similar  cases  if  it  is  the  desire  of  ihf 
committee  to  have  such  statistical  data  on  file. 

Senator  Watson.  Could  you  not  sufficiently  protect  your  produrt 
by  a  rate  high  enough?  Why  do  you  have  to  have  American 
valuation  ? 

Mr.  Wilcox.  Because  that  is  the  fairest  basis  we  can  go  on.  Th- 
great  trouble  in  the  past  has  been  the  undervaluation.  With  tb* 
miporters  themselves,  when  we  tried  to  sell  them  in  years  past,  it 
has  openly  been  a  joke  with  them  that  most  laces  were  definitflj 
undervalued  when  they  came  into  this  country. 

Senator  Dillingham.  Do  you  think  most  of  them  were  under- 
valued ? 

Mr.  Wilcox.  I  would  not  say  most.  I  think  many  of  them  wen? 
imdervalued  at  the  customhouses. 

Senator  Dillingham.  What  proportion  of  them  would  you  s«y 
were  undervalued  ? 

Mr.  Wilcox.  I  do  not  think  anybody  in  the  world  could  give  an 
intelligent  opinion  as  to  that. 

Senator  Dillingham.  But  you  have  some  information  on  thf 
subject. 

Mr.  Wilcox.  We  know  this,  that  on  the  val  laces,  which  constituif 
from  40  to  50  per  cent  of  the  lace  made  on  the  Levers  machine,  it  i^ 
impossible  to  compete  with  foreign  prices. 

Senator  Watson.  Do  those  come  mostlv  from  Switzerland  I 
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Mr.  Wiixx)x.  Mostly  from  France.    Of  course  the  exchange  situat- 
ion is  a  factor  there,  but  it  has  always  been  so  under  normal  exchange 
onditions  since  the  Aldrich  bill  was  changed  to  the  Underwood  bilL 
Senator  Dillingham.  How  does  the  price  at  which  they  have  been 
old  in  this  country  compare  with  your  production  cost? 

ilr.  Wilcox.  The  price  at  which  they  have  been  sold  in  this  country 
5  generally  from  10  to  25  per  cent  less  than  our  production  cost;  that 
§  about  tne  way  it  would  figure  in  these  exhibits  that  I  am  filing 
riih  the  committee. 

In  connection  with  the  argument  frequently  advanced  that  it  would 
)e  impossible  for  the  customs  department  to  obtain  the  American 
valuation  of  goods  landed  in  this  country,  would  say  that  the  customs 
iepartment  has  been  valuing  for  years  the  cotton  yams  imported  by 
tjiis  company,  which  yams  are  made  exclusively  in  England,  there 
bein^  no  American  manufacturers  of  this  product  in  the  finer  counts, 
vrhicn  in  some  cases  are  used  by  us. 

We  have  also  included  in  Exhibit  D  the  actual  duty  paid  by  us 

under  the  present  tariff  on  purchases  of  yam  made  during  the  past 

two  years,  to  show  the  wide  fluctuation  of  such  duty  payments 

because  of  the  difference  in  price  as  between  the  date  of  purchase 

of  the  yams  and  the  date  oi  the  invoices.     As  compared  with  the 

duty  under  the  present  tariff  of  22^  per  cent  to  27^  per  cent,  the  duty 

actually  paid  by  the  American  Textile  Co.  has  ranged  from  11  per 

cent  to  58i  per  cent.     (See  Exhibit  C.)     Because  of  the  fluctuation  in 

prices  and  exchange  rates  during  the  last  two  years.    We  believe  that 

such  fluctuations  are  inevitable  during  such  a  period  and  that  would 

be  no  greater  under  the  American  venation  plan.     As  a  matter  of 

fact,  under  the  American  valuation  plan,  the  importer  who  purchases 

goods  abroad  should  certainly  be  as  well  assured  of  the  cost  landed 

in  this  country  as  has  been  the  case  during  the  last  two  to  five  years 

as  the  importers  have  been  subjected  to  tne  same  fluctuations  that 

we  have  m  landing  importations. 

The  lace  industry  has  suffered  for  many  years  from  undervaluation 
of  imported  laces  and  to  such  an  extent  that  without  American 
valuation,  we  believe  the  lace  industry  is  doomed  in  this  country. 
The  American  Textile  Co.  has  a  capital  investment  of  $700,000  and 
in  only  one  year  of  the  last  7  years  nas  it  earned  an  operating  profit, 
notwithstanding  the  most  rigid  economy  in  all  departments  of  its 
business.  (See  Exhibit  E.)  The  president  and  treasurer  have 
served  for  many  years  without  salary  or  any  compensation  whatever, 
and  the  board  of  directors  have  also  for  many  years  given  their 
services  to  the  company  as  required  without  compensation,  even  as 
represented  by  a  nominal  director's  fee. 

During  the  last  five  years,  three  lace  manufacturers  in  Rhode 
Island  have  gone  out  of  business  as  a  result  of  the  general  conditions 
affecting  the  industry,  and  one  other  company  has  recently  been 
reorganized  with  a  very  large  loss  to  the  original  investors  in  the 
enterprise. 
Are  there  any  questions  ? 

The  Chairman.  How  much  of  an  increase  in  duty  do  you  need  on 
the  basis  of  the  American  valuation? 

Mr.  Wilcox.  We  feel  that  on  the  basis  of  the  former  duty,  the 
same  duty  should  be  placed  on  lace  in  the  new  bill  as  was  placed 
upon  it  in  the  old  bill,  with  the  American  valuation  plan  both  for 
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yam  and  lace;  that  is,  the  duty  on  imported  yam,  which  is  frwiy 
used  by  the  lace  maniifacturers,  has  not  been  reduced.  It  renuiii 
the  same.  We  feel  that  the  duty  on  lace  should  remain  the  same  m 
in  the  old  act,  substituting  the  American  valuation. 

Senator  Watson.  The  present  law? 

Mr.  Wilcox.  Yes,  sir;  substituting  the  American  valuation  for  tLe 
foreign  valuation. 

Senator  McCumbeb.  You  want  an  increased  duty,  in  effect  1 

Mr.  Wilcox.  Yes,  sir. 

The  Chaibman.  What  increase  would  it  be  over  the  Payne-Aldrict 
rate  ? 

Mr.  Wilcox.  The  Fordney  bill  as  passed  by  the  House  increftse^ 
the  duty  about  10  per  cent  I  should  say  over  the  Payne-Aldrich  nu* 
The  present  rate  of  duty  on  the  basis  of  American  valuation  wouU 
probably  show  an  increase  of  about  80  per  cent  over  the  Pamf- 
Aldrich  rate.  The  lace  manufacturers  on  the  basis  of  Amencaa 
valuation  would  of  course  be  obliged  to  pay  much  higher  prices  It 
imported  yam  than  under  the  Payne-Aldrich  act. 

1  thank  you. 

(The  exhibits  referred  to  and  submitted  by  the  witness  are  »> 
follows:) 

ExHiBrr  B. 

New  York,  July  2o,  19zi 
American  Textile  Co., 

Pawtucketj  R.  L 

Gentlemen:  The  most  staple  set  of  vals  in  our  line,  as  you  know,  ia  thegooeeih-  k 
^set,  our  No.  9807  set.  At  the  prices  at  which  we  have  this  set  marked  UmUv  it  i* 
simply  impossible  to  sell  it  on  account  of  the  European  com|>etition.  Incki^: 
please  find  a  sample  of  a  double  gooseneck,  No.  010989,  being  sold  in  small  quanut>« 
in  the  market  by  Hyman  Bauman  &  Co.,  115  Fifth  Avenue,  at  20  cents  per  doz«r 
regular  terms,  7/10/60  extra.  One  of  their  salesmen  stated  to  a  customer  to-day  ; 
they  would  buy  a  quantity,  they  could  give  them  a  lower  price  even  than  20  cenu  i 
dozen.  You  can  readily  see  that  we  are  up  against  it,  as  in  my  opinion  our  maduMr 
will  not  be  able  to  start  again  on  vals  as  it  is  simply  out  of  the  question  to  try  and  Ol 
any  business  with  this  line.  No  doubt  I  will  have  other  samples  to  send  you  of  goo^ 
neck  vals  showing  that  all  the  importers  can  imdersell  us. 

Inclosed  please  also  find  a  much  finer  set  than  ours,  Nos.  22373  and  22370.  at  '' 
•cents  per  dozen,  regular  terms,  being  sold  in  the  market  by  Goodman  &  DesMoe* 
If  any  customer  wanted  to  buy  a  quantity  from  them  no  doubt  they  can  aell  it  cbeaprr 

Regret  exceedingly  that  conditions  are  such  that  we  can  not  possibly  seU  any  mv 
for  you,  but  as  I  have  submitted  so  many  times  samples  showing  how  cheaply  is 
porters  can  sell  vals  and  still  make  a  profit,  I  am  sure  you  undeistand  it. 
Yours,  truly, 

American  Tkxtilr  i\> 
E.  A.  Freeman. 


ExHiBrr  C. 

Sample  010989.    Offered  by  Hyman  Bauman  &  Co.,  115  Fifth  Avenue,  Nefw  YtH 
City,  at  20  cents  per  dozen. 

Analysis  shows:  Made  of  140/2  and  90/1  jram;  12  point  machine:  16  carriage  widtt 
16  inches  to  the  rack  quality. 

Samples  22373  and  22370.    Offered  by  Goodman  &  Dessauer,  Eighteenth  Street  al  : 
Fifth  Avenue,  New  York  City,  at  30  cents  per  dozen. 

Analysis  shows:  Made  of  140/2  and  90/1  yam;  12  point  machine:  20  carriage  wid:i. 
.16  inches  to  the  rack  quality. 

Both  these  samples  are  standard  merchandise.    Both  are  made  of  the  same  nausu* 
jmd  the  quality  is  exactly  the  same,  the  only  difference  being  the  width. 

It  is  seen  that  the  prices  are  inconsistent.    If  the  price  of  22373  and  22370  is  corwt « 
.and  not  overpriced,  pattern  010989  represents  undervaluation  or  dumping. 

Compare  our  No.  9802  and  No.  9807  standard  vals,  which  under  present  cooditKc^ 
£gured  with  to-day's  price  on  raw  material  and  to-day *8  reduced  labor,  9S0S  ac . 
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07  can  not  be  sold  at  30  cents  per  dozen  without  loss,  and  patterns  22370  and  22373 

p  better  quality  than  our  9802  and  7. 

Pattern  010989  should  be  priced  at  not  less  than  16/20  or  4/5  of  the  selling  price  of 

ittom  22373  (30  cents)  or  24  cents  per  dozen. 

This  is  not  an  isolated  or  unusual  case,  but  merely  illustrates  what  is  happening 

tutinually  and  has  been  going  on  for  years  to  the  detriment  of  the  domestic  lace 

dustiy.     This  can  easily  be  verified  by  any  domestic  manufacturer. 

American  valuation  may  not  entirely  remedy  this  condition,  but  it  certainly  will 

>  a  long  way  toward  it. 


Exhibit  D. 

American  Textile  Co., 
Pawtuckety  R.  /.,  July  29 ^  1921. 

The  lace  trade  uses  fine  counts  of  yarn  at  present  not^nanufactured  in  this  country, 
)  we  are  compelled  to  import  from  England  our  so-called  "bobbin  yams.'*  We 
re  importers  as  well  as  manufacturers.  We  use  approximately  $200,000  worth  of 
n ported  yams  a  year.  The  accompanying  list  shows  the  percentage  of  duty  paid 
Q  the  varioiifl  yams  which  we  have  imported.  This  percentage  is  figured  on  the 
rice  paid  to  the  English  spinner.  It  will  be  noted  that  the  amount  of  duty  actually 
^d  is  ^uite  different  from  the  ad  valorem  rate.  This  is  brought  about  by  the  flue- 
uarion  in  tiie  prices  abroad  as  well  as  the  variance  in  exchange. 


Count. 


rai 

m 

^^ 


Duty. 


Per  cent. 

25 
25 


Paid  on 

purchase 

price. 


Percent. 
lli-53| 
33-36} 
11  -25 


Count. 


140/2. 
16(V2. 


Duty. 


Percent. 


Paid  on 

purchase 

price. 


Percent. 


Yams  from  Europe  for  American  Textile  Co. 


Date  of  order. 


Mar.  6, 1918.. 

June  27, 1919. 

July  1,1919... 

Do 

June  27, 1919. 

Do 

Aug.  1,1919.. 
Jtine  27, 1919. 
Aug.  1,1919.. 

Do 

Do 

Nov.  II,  1919. 
Aug.  1,1919.. 
^ov.  U,  1919. 
Oct.  H,  1919.. 
Jan.  1,1920... 

Do 

Do 

Do 

Jan.  2, 1920... 
Not.  19, 1919. 
J»a.2, 1920... 
Nov.  19, 1919. 
Jan.  2, 1930... 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

S«pt.4.19l8.. 
Do 


Date  of  invoice. 


Jan.  18, 1910.. 
Oct.  9, 1919... 

do 

Oct.  28, 1919.. 

do 

.....do 

do 

Jan.  2, 1920... 

do 

Jan.  8, 1030... 
Jan.  9, 1920... 

.....do 

Jan.  19, 1920.. 
Feb.  5, 1920. . 
Feb.  22, 1920.. 
Feb.  26, 1920.. 
Mar.  10, 1920. 
Mar.  24, 1020. 
May  11, 1920.. 
Aug.  9,  1920.. 

do 

Nov.  22, 1920. 
Dec.  23, 1920. 

....do 

Jan.  18, 1021.. 
Jan.  24, 1921.. 

....do 

Jan.  31, 1921.. 
Feb.  9, 1921 . . 
Feb.  26, 1921. 
Mar.  21,  1921 . 
Apr.  4,1921.. 
May  9, 1921... 
Nov.  22, 1916. 
Dec.  13, 1018. 


Count. 


16(V2 

90/1 

140/2 

140/2 

90/1 

90/1 

140/2 

90/1 

140/2 

14CV2 

140/2 

140/2 
140/2 
140/2 
140/2 
140/2 
140/2 
140/2 
140/2 

98/2 
160/2 

0812 
16Q/2 

98/2 

98/2 
160/2 
160/2 

98/2 
160/2 
160/2 
160/2 
160/2 
16Q/2 
160/2 
160/2 


Price 
per  pound 

paid 
spinner. 


12.55 
2.39 
2.21 
2.21 
2.39 
2.39 
2.21 
2.40 
2.23 
2.23 
2.16 
2.92 
2.16 
3.02 
3.02 
3.51 
a  51 
3.51 
3.48 
3.11 
2.95 
3.11 
2.95 
3.11 
3.11 
2.95 

asr 

3.11 
3.83 
3.83 
3.83 
3.83. 
3.83 
2.84 
2.84 


Per  cent 

Duty  per 

invoice 

pound. 

value  paid 

for  duty. 

10.83 

32} 

.79 

33 

.85 

38J 

.03 

42 

.87 
.80 

36 
3» 

.85 

38 

.88 

36 

.95 

42 

.76 

33 

.69 

32 

.69 

23* 

.72 
.68 

i| 

.76 

25 

1.24 

35* 

.85 

24 

.96 
1.27 

n 

.34 

11 

.77 

26 

.41 

13 

.77 

26 

.34 

11 

.34 

11 

.75 
.75 

n 

.34 

11 

.75 

19} 

.77 

20 

.77 

20 

.77 

20 

.85 

22 

.80 

28} 

.80 

28} 

Cost  per 
pound. 


13.38 
3.18 
3.06 
3.14 
3.20 
3.19 
3.06 
3.28 
3.18 
2.98 
2.85 
3«61 
2.88 
3.70 
3.78 
4.76 
4.30 
4.47 
4.75 
3.46 
3.72 
3.62 
3.72 
3.45 
3.45 
3.70 
4.62 
3.45 
4.58 
4.60 
4.60 
4.60 
4.68 
3.64 
3.64 
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Yarns  from  Europe  for  American  Textile  Co. — Continued. 


Date  of  order. 


Sept.  4,  1918. 

May  16, 1919. 
Do 


Julys,  1919. 


Date  of  invoice. 


.Tan.  31, 1919 

Junes,  1919 

June  25, 1919 

July  17, 1919 


Aug.  12, 1919 

July  8, 1919 

Aug.  12, 1919 

Julys,  1919 

Auj?.  12. 1919. 

Julys,  1919 

Aug.  12, 1919 1  Dec.  3,  1919 

Julys,  1919 ' do 


Sept.  11, 1919. 

do 

Oct.  10, 1919.. 

do 

Oct.  27,  1919.. 
....do 


Jan.  16, 1920. 

....do 

Feb.  9, 1920. 

....do 

Mar.  1, 1920. 
do 


Aug.  12, 1919. 
Oct.  16, 1919.. 
Aug.  12, 1919, 
Oct.  16, 1919.. 
Aug.  12,  1919. 
Oct.  16,  1919. 

Dec.  31, 1919 t  Apr.  15, 1920. 

Oct.  16, 1919 1 do 

Dec.31, 1919 May  10, 1920.. 

Oct.  16, 1919 , do 

Do I  June  14, 1920. 

Dec.  31 ,  1919 1 do 

Oct.  16, 1919 !  .Iuly7, 1920... 

Dec.31, 1919 1 do 

Dec.  24, 1919 1  Aug.  20, 1920. 


160/2 
160/2 
140/2 
140/2 

90/1 
140/2 

70/1 
160/2 

70/1 
160/2 

70/1 
160/2 

70/1 
160/2 

70/1 
160/2 

7(Vl 
160/2 

70/1 
160/2 

70/1 
160/2 

70/1 
180/2 

70/1 

70/1 
160/2 

70/1 
160,'2 

70/1 


I  '  1 

Price      '  I     Prroeat   • 

per  pound  I  Duty  per      invoice       C* 


pieiid 
spinner. 


pound.  )  value  paid     ^fi 
for  duty. 


»2.Si  j 
3.07  I 
2.13  ' 
2.12  I 
2.33  I 

2.03 ; 

1.87  , 

3.02  ! 

1.85  , 

3.02  ! 

1.85 

3.02  I 

1.85  I 

3.02  I 

2.10 

3.04  • 

2.17 

3.03 

2.16 

3.04 

2.17 

3.04 

2.17 

3.7«i 

1.9K 

1.9S 

3.78 

1.9S 

3.78 

3.07 


«()  I 


S0.S6 

.86 

.65 

.65 

.64 

.79 

.57 

.97 

.56 

.97 

.57 

1.00 

.57 

.80 

.40 

.76 

.43 

.83 

.53 

.84 

.53 

1.78 

.78 

1.90 

.95 

1.06 

L96 

1.06 

1.96 

.36 


»i 

r.  V 

2H 

^1 

»H 

*  ^ 

aw 

."^ 

•^^ 

"' ■ 

.*»» 

-  ^1 

ao» 

_tfl 

32 

% 

31H 

. « 

33 

4 

*>i 

.e 

3:t 

'  fl 

aw 

.tf 

264 

.< 

»4 

11 

25 

.« 

194  ' 

!• 

27 

.« 

2i 

.« 

27 

« 

24 

.-• 

.V* 

1  % 

36 

•  * 

»i 

'  • 

V< 

A 

534 

■ 

53 

■ 

»4 

k 

52 

• 

IH 

IC 

Cost  do  not  Include  freight,  consular  fees,  cost  of  spools  and  cases,  cartage,  customs  entry,  and  <  ^  **i^  * 
services. 

Exhibit  E. 

American  Textile  Co.  operating  results. 
INoTE.—Operatlng  deficits  In  italic.] 


1913 
1914 
1015 
1016 


Gross 
sales. 


Operating 
profits. 


1504, 800. 30 
6.30,99417 
541, 73a  46 
681,852.02 


S596.68 

ii8,i6S.eo 
se,i84.7i 

7,019.78 


Oross 

sales. 


'  1917 JB37,27n.33 

1918 i  716,224.17 

1919 ,034.832.97 

1920 668,327.01 


Op*T*t 


The  Chairman.  Is   there   any  gentleman  present  who  has  b^^- 
overlooked  and  not  been  given  an  opportunity  to  be  heard  ) 

(No  response.) 

The  committee  will  adjourn  for  the  day,  as  the  list  of  those  vi. 
desire  to  be  heard  has  been  exhausted.  We  will  resume  to-nn»rr'« 
with  the  gentlemen  who  were  to  be  notified  to  appear  to-mt>n^»» 
and  with  every  prospect  of  closing  the  hearings  on  valuation  At' 
proceeding  on  Wednesday  to  the  hearings  on  the  embargo,  whn ' 
will  close  the  open  hearings,  for  the  present,  as  already  annouiir*' 
until  the  committee  can  meet  in  executive  session  and  consider  tr- 
questions  involved  in  valuation  and  embargo. 

The  witnesses  are  excused  and  the  room  will  be  cleared  for  the  u- 
of  the  committee. 

(Whereupon,  at  12.30  o^clock  p.  m.,   the  a)mniittee  adjourn*^: 
imtil  to-morrow,  Tuesday,  August  2,  1921,  at  10.30  o'clock  a.  m. 
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TUESDAY,  AUGUST  2,  1021. 

United  States  Senate, 
Committee  on  Fcnance, 

Washington,  D,  C. 

The  committee  met,  pursuant  to  adjournment,  in  room  312, 
Senate  OflBce  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boies  Penrose 
presiding. 

Present:  Senators  Penrose  (chairman),  Smoot,  McCiunber,  Dilling- 
ham, Watson,  McLean,  Curtis,  Simmons,  and  Walsh. 

The  Chairman.  The  committee  will  come  to  order.  The  hearing 
will  be  continued,  and,  it  is  hoped,  will  be  finished  to-day,  on  the 
individual  testimony  relating  to  American  valuation,  so-called. 

The  first  gentleman  to  be  heard,  according  to  the  schedule,  is 
Mr.  H.  D.  Bowie.     You  represent  Mr.  J.  L.  Ambery,  do  you  not? 

Mr.  Bowie.  I  represent  the  American  Doll  Manufacturers' 
Association. 

The  Chairman.  You  are  actually  in  the  doll  manufacturing  busi- 
ness yourself  ? 

Mr.  Bowie.  Yes,  sir. 

T^e  Chairman.  Proceed. 

STATEMEITT  OF  MB.  H.  D.  BOWIE,  BEPBESEKTINO  THE  AMEB* 
ICA9  MAVUFACTUBEBS'  ASSOCIATION,  NEW  70BK,  N.  T. 

Mr.  Bowie.  The  American  valuation,  which  is  the  subject  at 
hand,  with  regard  to  dolls,  is  the  only  subject  which  I  care  to  talk 
about.  The  fact  that  dolls  are  manuiactured  at  the  present  time  in 
only  two  countries  outside  of  the  United  States — Germany  and 
Japan — puts  dolls  into  the.  class  of  goods  and  merchandise  manu- 
factured only  in  coimtries  of  low  labor  costs;  and  under  the  present 
method  of  assessment  of  duties  it  is  always  in  favor  of  the  country 
that  has  the  extremelv  low  labor  cost.  There  is  no  other  country 
at  the  present  rate  of  exchange  and  with  the  present  wages  that 
is  able  to  compete  in  shipping  dolls  to  the  American  market. 

Previous  to  the  war  there  were  practically  no  dolls  manufactured 
in  America.  During  the  war  we  built  up  an  industry  of  about 
twelve  to  fifteen  milhon  dollars,  without  the  competition  of  Germany. 
It  was  during  the  war  that  Japan  entered  into  the  field. 

In  the  previous  hearings  before  the  Ways  and  Means  Conmiittee 
the  question  of  duty  on  dolls  came  up.  The  rates  asked  for  were 
far  in  excess  of  any  before  heard  of,  with  the  currency  revision 
proposition  which  was  expected  at  that  time  to  be  of  some  help  to 
us,  and  then,  when  this  new  tariff  bill  was  written,  including  the 
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American  valuation,  we  for  the  first  time  saw  the  possibility  of  com- 
peting with  German  merchandise  and  even  with  Japanese  nw- 
chanaise. 

The  market  value  of  merchandise  is  absolutely  unobtainable  & 
such  countries  as  Japan,  for  the  reason  that  there  are  no  dolk  ■■' 
the  type  imported  into  the  United  States  made  in  Japan  except  f«f 
exportation.  In  the  so-called  commercial  institute  in  Japan  Amtr- 
ican  manufactured  products  collected  by  the  Japanese  consuUr 
service  are  on  display,  with  American  prices,  and  it  is  from  thtw 
samples  of  every  conceivable  kind  of  merchandise  that  the  Japanf^ 
manufacture  comparable  merchandise  and  ship  it  to  the  Ajnerim: 
market. 

There  are  absolutely  no  dolls  similar  to  the  type  sold  in  Ameri^t 
made  in  Japan  for  Japanese  consumption.  You  could  travel  th' 
whole  length  of  Japan  and  you  would  not  see  them  in  any  shop. 
The  market  price  of  the  doll  is  the  invoice  value.  There  is  no  hon^ 
market  value  of  the  merchandise. 

Because  of  the  fact  that  it  has  been  testified  here  that  there  is  keft 
competition  in  the  doll  business,  I  brought  with  me  two  small  sample* 
of  practically  comparable  merchandise  to  show  you  and  to  quote  tbr 
domestic  selling  price  and  the  present  wholesale  selling  price  in  Xf» 
York  of  those  two.     I  have  them  here  in  my  grip. 

This  doll  [indicating]  is  a  doll  of  (Jerman  manufacture,  and  thi* 
[indicating]  is  a  doll  of  American  manufacture.  It  was  manufac- 
tured during  the  war  without  competition,  but  at  the  present  tiiD' 
is  in  competition  with  German  merchandise  now  coining  in.  TIl* 
doll  was  boiight  from  a  jobber  in  New  York  at  $11.18  a  dozen.  Thi- 
doll  [indicating]  is  the  product  of  a  doll  factory  in  New  York.  Tl* 
head  is  the  product  of  a  pottery  factory  in  New  Jersey,  and  the  wiz 
is  made  by  a  wiginaker  in  New  YorK.  The  total  assembled  d<>L 
could  be  sold  to  the  jobber  or  to  the  wholesaler  in  New  York  for  about 
S30  a  dozen. 

Senator  McCJumber.  The  other  is  sold  for  now  much  ? 

Mr.  Bowie.  $11.18. 

Senator  McCumber.  After  paying  duty  ? 

Mr.  Bowie.  After  paying  duty.  It  is  sold  by  a  jobber  to  a  retaifcr 
for  resale;  but  this  aoll  [indicating]  will  be  sold  by  a  manufacturer 
to  a  retailer  for  $30  a  dozen. 

The  Chairman.  Are  they  of  similar  weight  and  material  ? 

Mr.  Bowie.  The  dolls  are  hadly  exactly  comparable.  The  Gennan 
doll  is  a  little  shorter.  The  head  is  a  little  larger.  It  would  be  pw- 
sible  to  secure  an  exactly  comparable  doll  fi>  this.  The  German 
merchandise  runs  up  in  varying  ranges.  The  American  merchan- 
dise, on  account  of  the  hign  cost  of  the  dies  and  the  machiiie> 
are  made  in  fewer  sizes.  Tne  German  merchandise,  bein?  a  hom*»- 
made  product,  they  have  been  able  to  make  a  considerably  Taijjerano. 
longer  range.  If  this  doll  were  made  in  America  in  the  aame  siir 
it  would  cost  very  little  different.  It  is  simply  the  weight  of  it* 
material,  and  the  labor  entering  into  it  would  be  exactly  the  8amr 

Senator  Walsh.  Are  these  prices  the  prevailing  current  price*.  <»r 
are  they  exceptional  ? 

Mr.  Bowie.  That  doll  [indicating]  was  bought  from  a  jobber. 

Senator  Walsh.  In  the  regular  course  of  business  i 
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Mr.  Bowie.  In  the  regular  course  of  business,  and  the  price  quoted 
s  the  manufacrurer's  regular  price. 

It  ^would  be  easy  enough  to  adjust  the  American  valuation  on  mer- 
chandise made  in  this  coimtry.  The  fact  of  comparable  merchandise 
jntering  into  this  in  most  countries,  to  my  mind,  would  be  simply 
or  the  reason  that  most  of  the  merchandise  imported  into  this  coun- 
:ry  is  manufactured  from  samples  taken  from  this  country  to  the 
Jtlier  country  for  manufacture.  In  the  case  of  Japan  that  is  abso- 
lutely true.  A  sample  is  taken  from  this  country  by  somebody  in- 
terested in  Japanese  manufacture,  and  thev  copy  the  details.  It 
should  be  e^y  and  simple  with  that  method  of  manufacture  to  find 
articles  that  are  comparable,  as  they  are  manufactiu*ed  from  an 
article  taken  across. 

There  is  one  other  point  a  httle  outside  of  the  doll  manufacture. 
We  have  at  the  present  time  been  receiving  large  orders  for  this 
year's  business  which  would  be  considered  nothing  before,  but  they 
are  quite  considerable  orders  from  Canada,  due  to  the  fact  that 
Canada  has  just  placed  a  duty  amounting  to  12  cents  on  German 
merchandise,  whereas  the  American  department  stores  are  standing 
still,  or,  as  you  have  heard  so  often,  on  tneir  way  back,  having  bought 
German  merchandise. 

It  seems  possible,  according  to  the  reports  that  we  see  in  the 

?aper8  that  uerman  competition  will  be  ruinous.     For  instance,  the 
[ew  York  Times  has  an  article,  dated  July  25,  headed  *' German  in- 
dustries entering  on  a  boom;  artificially  cheap  labor  and  coal  are 
basis  of  general  revival  in  mttnj  branches.'' 
It  goes  on  to  say,  in  short : 

The  simple  explanation  of  the  mystery  of  Germany's  economic  revival  is  hard  work 
plus  cheap  raw  materials,  artificially  cheap  coal  and  labor,  the  latter  conditioned  by 
Artificially  cheap  bread  and  housin^^,  all  artificial  because  maintained  solely  by  State 
control  through  fixed  maximum  pnces. 

The  Journal  of  Commerce  and  Commercial  Bulletin  of  July  29,  li)21,  has  a  long 
article  on  the  low  wages  in  Germany,  which  says,  among  other  things: 

"The  current  opinion  that  Grermany  (given  complete  freedom  to  export,  which  does 
not  at  present  exist)  could  undersell  the  other  great  commercial  nations  is  unques- 
tionably correct,  for,  meaaured  by  their  gold  equivalent,  German  wages  are  indeed 
extraordinarily  low.  In  May  the  average  hourly  wage  of  a  skilled  metal  worker  was 
6.60  marks,  which  at  present  dollar  exchange  is  about  10  cents  gold.'' 

I  simplv  quote  those  extracts  to  show  the  comparison  with  the 
wages  in  America  in  the  doll  factories  to-day.  Last  year  the  average 
wage  paid  in  New  York  State  for  factory  labor  I  understand  was 
about  $25.  We  were  paying  an  average  wage  to  our  workers  last 
year  of  |27.  That  included  both  men  and  women,  with  a  percentage 
slightly  in  favor  of  the  women.  The  workers  in  the  pressroom  who 
make  these  dolls  make  an  average  of  $40.  There  are  at  present  in 
New  York  CSty  over  2,000  people  who  were  formerly  employed  in  doll 
manufacturing  out  of  work. 

Senator  Shoot.  You  refer  to  the  wage  per  week  ? 

Mr.  Bowie.  Yes,  sir.  There  is  only  one  factory  working  in  New 
^ork,  which  happens  to  be  our  own,  and  we  are  operating  on  one- 
quarter  time.  The  other  tlu*ee  so-called  large  factories  have  been 
closed  tight  since  practically  the  first  of  the  year. 

Senator  Walsh.  What  is  the  high-water  mark  of  activity  in  this 
industry  during  the  year  ? 
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Mr.  Bowie.  During  the  war  the  demand  for  goods  in  this  countrr 
made  the  buying  season  compare  with  the  former  import  buying 
season!"  In  January ^  February,  and  March  we  secured  our  orders  ano 
started  to  manufacture  against  orders  in  hand.  I  might  say  that  for 
the  past  four  years  that  condition  prevailed,  and  we  always  had 
something  to  look  forward  to.  This  year,  in  January,  Feoruanr. 
March,  and  April,  our  sales  were  about  one-tenth  of  what  they  werr 
in  the  previous  year,  and  as  we  went  on  manufacturing  we  liave  in 
stock  aoout  three  times  as  much  ^oods  as  we  have  sold. 

Senator  Walsh.  That  would  indicate  that  the  wholesalers  aod 
retailers  are  holding  back  their  orders  ? 

Mr.  Bowie.  The  wholesalers  and  retailers  have  gone  abroad  and 
placed  a  certain  amount  of  business  abroad  and  are  either  waiting  for 
that  merchandise  and  not  intending  to  place  orders  with  us,  or  they 
anticipate  lower  prices  in  this  coimtry. 

I  suppose  that  we  are  in  the  same  fix  as  every  other  manufacturef. 
There  is  very  little  buying. 

It  is  within  the  province,  I  think,  of  this  committee  to  make  t 
drastic  change  in  tariff  legislation,  such  as  American  valuation,  and 
that  will  immediately  start  this  country  on  a  buying  basis,  because  if 
this  American  valuation  goes  through  nearly  everybody  will  knna 
exactly  what  the  merchandise  is  going  to  cost,  and  we  will  at  least 
start  in.  We  need  some  very  drastic  legislation  of  this  type,  whicL 
would  overthrow  the  customs  service  work  for  the  past  hundre^: 
years  and  put  them  on  an  entirely  new  basis. 

Senator  Walsh.  Prior  to  the  war  can  you  state  what  perc^itage  «»f 
the  dolls  sold  in  this  country  were  imported  ? 

Mr.  Bowie.  Previous  to  the  war  I  think  there  were  about  $2,000,Oip<i 
worth  of  dolls  imported. 

Senator  Walsh.  What  was  the  value  of  the  product  made  ir. 
America  ? 

Mr.  Bowie.  The  product  made  in  America  at  that  time  I  think 
in  1914,  was  around  three-quarters  of  a  million  dollars.  During  thr 
war  that  business  grew  to  about  $12,000,000,  due  to  the  fact  thai 
there  were  about  125  to  130  manufacturers  who  entered  the  field. 

Senator  Walsh.  So  that  the  consumption,  so  to  speak,  of  dolk 
during  the  war  increased  from  three-quarters  of  a  million  to  twelve 
millions  ? 

Mr.  Bowie.  Previous  to  the  war  we  had  very  little  export  business 
Two  years  ago  we  sold  over  $100,000  worth  of  goods  in  South  America 
At  the  present  time  we  can  not  sell  a  dollar's  worth  of  goods  in  South 
America. 

Senator  Smoot.  The  prices  were  a  great  deal  higher^  too. 

Mr.  Bowie.  It  would  represent  quite  a  decline  in  pnces,  this  ywr 

Senator  Walsh.  Those  are  very  startling  figures;  do  you  not  Uiink 
so,  gentlemen,  that  this  industry  should  increase  durine  the  war  from 
three-ouarters  of  a  million  dollars  to  twelve  million  dollars  ? 

Mr.  Bowie.  That  was  due  primarily  to  the  fact  that  there  was  an 
effort  to  sell  the  dolls  in  this  country  due  to  the  possibility  of  beiii{: 
able  to  put  dolls  in  places  where  they  had  never  reached  l>isfore,  but 
other  countries  can  come  back  and  get  into  the  fields  we  have  opened. 

I  just  want  to  say  one  thing  more  about  the  value  of  the  merrhan- 
dise  abroad  with  the  idea  of  uie  buyer  of  the  merchandise  in  view. 
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I  had  the  pleasure  of  going  abroad  and  buying  merchandise., 
(yhen  a  man  goes  abroad  to  buy  merchandise  he  has  one  thing  in 
riew — ^he  goei  to  buy  and  to  compete  with  the  merchandise  manu- 
factured in  America.  He  knows  the  value  of  the  merchandise  before 
he  goes  abroad.  If  he  knows  the  duty  is  10,  20,  or  30  per  cent,  he 
knows  exactly,  when  he  gos  abroad,  how  much  less  he  has  to  pay  in 
order  to  compete.  It  seems  only  natural  that  the  buyers  should  go  to 
the  nation  wnere  they  know  that  the  labor  costs  are  low,  where  mer- 
chandise can  be  produced  75  per  cent  cheaper  than  it  can  be  produced 
in  this  country.  When  the  merchandise  comes  into  this  country 
this  country  collects  a  duty  of  25  per  cent  of  the  real  value  of  the 
merchandise. 

There  is  another  feature,  that  merchandise  coming  into  this 
coiuitry  to-day  is  coming  in  at  prices  ridiculously  low.  xhere  have 
been  prices  quoted  in  these  various  hearings  that  it  sefems  almost 
impossible  that  merchandise  could  be  made  for;  and  that  merchandise 
is  not  always  comparable,  as  I  am  frank  to  admit  has  been  brought 
out.     It  is  to  a  certain  extent  camouflaged  merchandise. 

If  the  American  valuation  should  be  adopted  and  you  place  a 
duty  on  an  article  that  that  is  supposed  to  represent — and  they  claim 
that  it  is  the  same  in  material,  looks,  fabric,  and  everything — there 
would  be  more  value  in  the  merchandise  than  we  are  getting  From  the 
other  side,  because  it  would  hardly  pay  a  man  to  buy  an  article  for  5 
cents  if  he  knew  he  was  going  to  pay  25  cents  duty  on  it.  The  flood 
of  cheap  merchandise,  which,  to  a  certain  extent,  is  the  curse  of  this 
country,  would  be  stopped  more  by  this  American  valuation  than  by 
assessing  any  amount  of  duty  that  could  be  put  on,  because  it  would 
bring  the  merchandise  up  to  the  standard  ol  good  merchandise. 
Tne  Chairman.  The  next  gentleman  to  be  heard  is  Mr.  H.  C.  Ives. 

STATEMENT  OF  H.  C.  IVES,  BEPBESENTIITG  THE  TOY  MANXJ- 
PACTXTEEES'  ASSOCIATION,  NEW  YOEK,  N.  Y. 

TheCHAiBMAN.  You  appear  for  Mr.  F.  D.  Dodge,  do  you  not, 
Mr.  Ives  ? 

Mr.  Ives.  Yes,  sir;  I  appear  for  Mr.  I)odge  and  for  the  toy  manu- 
facturers of  the  United  States  of  America.  I  am  also  a  manufacturer 
in  Bridgeport,  Conn. ,  and  head  of  the  Ives  Manuf  acturingCorporation. 

TheCHAiKMAN.  You  are  a  toy  manufacturer  yourself? 

Mr.  Ives.  I  am,  sir. 

The  Chairman.  Will  you  state  briefly  your  views  ? 

Mr.  Ives.  Yes,  sir;  I  will  be  very  brief.  I  have  a  statement  to 
submit,  and  I  would  like  to  make  a  few  remarks  in  connection  with  it. 

In  submitting  our  statement  on  American  valuation  we  desire  to 
state  in  the  begmning  that  we  shall  discuss  this  question  only  on  its 
merits  as  the  basis  for  assessing  ad  valorem  duties. 

The  opponents  of  American  valuation  are  experts  on  foreign  invoice 
values  or  importers. 

The  proponents  are  men  who  are  experts  on  American  market 
values  or  Government  officials  whose  duties  require  them  to  weigh 
eridence. 

Government  experts  who  have  spoken  in  favor  of  American  valua- 
tion are  such  men  as  Judge  Marion  De  Vries,  Chief  Justice  of  the 
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United  States  Court  of  Customs  Appeals;  Hon.  Herbert  C.  Hoove 
Secretary  of  Commerce;  and  James  B.  Reynolds,  for  five  ye«* 
Assistant  Secretary  of  the  Treasury  in  charge  of  the  Customs  Service- 
men trained  to  consider  evidence  and  to  determine  whether  a  c^^ 
has  been  proved.  These  men  are  unanimous  in  their  testimony  thi: 
foreign  valuation  has  failed  and  that  American  valuation  is  necessary 
and  feasible.  Those  who  have  been  for  years  hearing  evidence  ^i 
foreign  market  values  maintain  that  they  are  seldom  accurately  ob- 
tained and  that  instead  the  invoice  values  of  individual  shipments  arr 
used  as  the  basis  for  estimating  duties.  And  still  further,  that  thosf 
invoice  values  are  not  in  many  cases  true  values.  SuflScient  eviden<^ 
has  been  introduced  to  prove  beyond  any  reasonable  doubt  that  great 
pains  has  been  exercised  by  foreign  exporters  to  confuse  or  concea^ 
the  true  foreign  market  value. 

Experts  who  have  appeared  in  opposition  to  American  valuation 
are  Gfovemment  employees  whose  duties  are  to  find  values  and  who 
we  understand,  in  practice  come  to  depend  upon  invoices  from  abroad 
for  their  information. 

Employees  whose  work  is  of  this  type  are  proverbially  opposed  t*» 
change  as  any  employer  can  testify. 

I  have  just  had  a  case  of  that  kind  in  my  own  plant  in  reorganizing 
the  detail  workers,  those  who  have  been  working  on  detail.  Thes* 
employees  objected  to  the  reorganization  scheme  and  did  not  want  it 
As  soon  as  they  foimd  out  how  the  new  scheme  would  work  and  how 
the  work  was  coming  on  they  are  the  most  valuable  ones  that  ve 
have.  I  think  when  they  come  to  see  what  this  thing  means  too 
will  have  a  wonderful  lot  of  workers  in  connection  with  the  Amencan 
valuation  plan. 

The  business  men  who  are  coming  here  to  oppose  this  chanp* 
are  either  importers  who  are  really  agents  of  foreipi  manufactunr* 
or  merchants  who  import  a  greater  or  smaller  volimie  of  gooi' 
The  opposition  of  the  nrst  class  is  easily  understood — they  natur&Uy 

{)refer  a  system  which  in  practi<5e  takes  invoice  values  as  the  bast- 
or  duties  and  which  leaves  the  determination  of  the  accuracv  I'f 
those  values  to  agencies  located  in  a  foreign  country  surroundea  by 
all  the  difficulties  that  it  is  possible  to  impose. 

That  is  one  of  the  evils  tnat  we  feel  exists  at  this  time,  and  it  i* 
hard  for  me,  at  the  same  time,  to  comprehend  why  the  American 
merchant  is  so  much  in  favor  of  the  old  r6gime.  Certainly  eTery 
dollar's  worth  of  merchandise  which  is  imported  into  the  Unil^J 
States  and  sold  takes  that  much  away  from  the  purchasing  power  «•- 
the  American  public. 

One  has  only  to  go  up  through  New  England  to  see  what  reaJ 
depression  is.  The  entire  section  of  New  England,  where  most  '»f 
the  small  articles  are  made — notions,  buttons,  and  everything  of  that 
description  which  the  import  articles  conflict  with — is  practically 
dead.  I  am  quite  sure  that  if  you  should  go  through  the  mercantile 
establishments  of  the  country"  to-day  you  would  find  them  fairly 
well  stocked  with  German  merchandise  while  our  own  plant^^  an* 
lying  idle. 

When  it  comes  to  the  discussion  of  the  ease  of  determining  Amen- 
can values  we  fed  that  there  is  no  one  more  competent  to  speak  on 
that  point  than  the  American  business  man.  He  certainly  w  Quali- 
fied; and  as  fkr  as  determining  American  values  is  concerned,  h** 
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certainly  is  competent  to  do  it  himself,  because  he  has  to  buy  American 
products  from  all  over  the  United  States,  from  all  points,  and  has 
to  buy  them  far  in  advance. 

There  is  no  difficulty  whatever  in  determining  American  values. 
The  business  man  buys  his  materials  on  that  basis,  and  therefore 
there  is  no  difficulty  whatever  in  the  Government's  finding  out 
what  the  American  values  are. 

Senator  Simmons.  That  might  be  so  if  a  particular  product  was 
produced  in  the  United  States;  but  suppose  it  is  not  produced  in 
the  United  States,  but  there  is  some  other  product  sold  in  the  United 
States  as  a  sort  of  substitute  for  it  of  comparable  value.  Would 
you  have  difficulty  then  ? 

Mr.  Ives.  I  would  say  not,  sir.  There  is  the  established  American 
value  there.  That  is  brought  down  bv  the  local  competition,  Ameri- 
can competition,  one  man  with  the  other. 

Senator  Simmons.  How  would  you  establish  comparable  value? 
The  thing  is  not  produced  here,  i  ou  want  to  find  something  that 
is  produml  here  with  which  you  can  compare  it.  You  tell  the  com- 
mittee that  you  would  find  no  difficulty  in  finding  that  thing  of  com- 
parable value.  Why,  in  your  judgment,  should  we  adopt  compar- 
able value  for  the  purpose  of  increasing  the  valuation  if  the  thing  is 
not  produced  in  the  United  States  at  fill  ? 

Mr.  Ives.  If  the  thing  is  not  produced  in  the  United  States,  it 
would  seem  to  be  entirely  up  to  the  judgment  of  the  customs  officials. 
Senator  Simmons.  What  is  your  idea,  where  a  thing  is  not  pro- 
duced in  the  United  States,  of  forcing  up  its  value  by  comparing  it 
with  some  other  product?  What  is  accomplished  upon  the  theory 
of  tariff  protection  ?  What  is  accomplished  by  that  ?  If  the  thing 
is  not  produced  at  all  in  the  United  States,  why  should  you  go  about 
seeking  something  of  comparable  value  for  tne  purpose  ot  raising 
the  valuation  of  tnat  ? 
Mr.  Ives.  We  could  not. 

Senator  Simmons.  You  could  not  imder  the  act  ?  Is  that  your 
construction  of  it  ?    That  is  not  my  construction  of  it. 

Mr.  Ives.  It  would  seem  to  me  that  that  is  a  matter  entirely  in 
the  discretion  of  the  customs  officials.  If  an  article  is  not  compara- 
ble with  any  other  article  in  America,  they  have  to  use  their  own 
judgment. 

^enator  McCumber.  If  it  is  sold  in  America,  they  can  find  out  the 
selling  price  in  America  ? 
Mr.  Ives.  They  could. 

Senator  Simmons.  But  there  is  produced  in  this  country  something 
of  comparable  value.  I  think  that  is  the  language  of  the  act.  You 
think  that  you  ought  to  make  that  the  standard  for  the  valuation  of 
that  product  ? 

Mr.  Ives.  I  have  a  little  example  here.  Take  the  duty  on  toys, 
which,  imder  this  bill,  I  believe,  is  40  per  cent.  The  toy  costs  in 
Germany  S6.  The  American  price  on  competing  merchandise  is  $10. 
The  cost  of  the  German  article,  including  the  duty,  would  be  $10. 
If  the  American  manufacturer  should  raise  the  price  to  $12,  the 
German  toy  would  then  cost  $6  plus  40  per  cent  of  $12  ($4.80),  or 
$10.80:  $10.80  immediately  gives  the  importer  an  advantage  of  $1.20 
over  the  American  manufacturer. 
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Senator  Simmons.  In  other  words,  if  you  are  producing  a  toy  aD<i 
Germany  is  not  selling  that  specific  toy  at  all,  and  you  can  find 
some  other  toy  that  the  children  might  line  just  as  well  and  it  would 
sell  just  as  well  as  that,  then  you  value  the  article  that  you  produce 
just  according  to  the  value  of  this  toy  that  you  think  is  just  abou* 
as  popular  as  your  toy  ? 

Mr.  Ives.  It  it  is  comparable. 

The  Chairman.  Are  not  the  cases  where  there  is  nothing  comps* 
rable  very  rare  ? 

Mr.  Ives.  Quite  so. 

Senator  Smoot.  I  think  the  bill  provides  for  that. 

Senator  Simmons.  Then  you  leave  it  very  largely  to  the  discreticr 
of  the  appraiser  to  go  out  and  find  something  comparable. 

Senator  Smoot  (reading) : 

*  *  *  shall  mean  the  value  of  the  imported  merchandise  on  said  date  for  si* 
(whether  or  not  there  shall  be  an  actual  sale),  for  consumption  or  use  in  the  Unit*< 
States  in  its  condition,  etc. 

Senator  Simmons.  I  am  talking  about  finding  a  comparable  artirlt 
As  I  understand  this  witness  and  as  I  understand  this  bill,  the  ap- 
praiser would  go  out  and  look  for  something  of  comparable  value 
Of  course,  he  would  be  aided  very  largely  by  the  producer  in  ihi* 
country  in  finding  it,  but  in  the  last  analysis  you  would  have  to  m} 
upon  the  judgment  of  the  appraiser  as  to  whether  it  was  of  compa- 
rable value  or  not. 

The  Chairman.  The  case  is  so  rare,  as  I  understand  it 

Senator  Simmons.  If  it  is  so  rare,  there  might  not  be  any  particu- 
lar necessity  of  including  it.  It  is  only  upon  the  theory  that  it  occur* 
frequently 

The  Chairman.  It  does  not  occur  frequently. 

wSenator  Simmons  (continuing) .  That  there  is  any  excuse  for  inje*'t- 
ing  this  very  indefinite  and  uncertain  element  into  this  bill. 

Mr.  Ives.  I  might  say  for  your  further  information  that  everv  year 
early  in  the  season,  in  New  York  there  is  held  what  is  calle<{  a  l<»y 
fair.  At  that  fair  the  products  of  the  toy  manufacturers  are  shown 
from  the  big  manufacturers  to  the  small  manufacturers.  Every  Hn*' 
is  represented  there.  Prices  at  that  time  are  quoted  for  the  year 
It  is  a  very  simple  matter  for  an  appraiser  to  visit  that  fair  and  famil- 
iarize himself  with  prices.  In  fact,  all  the  buyers  attend  that  fair 
before  going  abroad,  and  the  foreign  manufacturers  get  a  line  on  whai 
the  American  manufacturer  is  doing  at  the  same  time.  It  is  the 
simplest  matter  in  the  world  to  make  comparisons  and  get  all  the 
data  necessary. 

Senator  Simmons.  Say,  for  instance,  that  you  are  producing  • 
child's  horn.  Suppose  the  Germans  send  in  a  horn  that  is  somethinjT 
like  it  and  that  is  much  more  popular  than  yours,  because  probably 
it  is  a  little  differently  made.  Do  you  think  that  you  should  compare 
those  two  things  in  order  to  get  tlie  value  ? 

Mr.  Ives.  Comparable  price  and  quality. 

Another  thing  that  it  has  a  tendency  to  do  is  to  get  the  AjnericaD 
manufacturer  up  on  his  toes  and  keep  him  alive  and  keep  him  workin£. 
planning  and  contriving  to  beat  his  loreign  competitor.  It  also  meao' 
that  the  foreign  competitor  is  going  to  do  tne  same  thing,  which 
results  in  better  merchandise.     We  must  be  put  on  a  parity. 
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Senator  Simmons.  If  you  are  producing  enough  toys  in  this  country 
For  the  children,  although  the  Germans  may  have  some  other  toys 
that  are  altogether  different  from  yours,  vou  do  not  want  them  to 
come  in  and  sell  them  to  the  fathers  and  mothers  in  this  country 
except  at  the  price  of  having  the  value  of  their  toys  raised  to  the  value 
of  your  toys,  although  they  may  be  of  a  different  kind  or  character  ? 
tir.  Ives.  There  is  very  little  chance  for  variation,  sir.  It  is  a  mat- 
ter of   the  ingenuity  of  one  manufacturer  compared  with  that  of 

another 

Senator  McCumber.  Is  there  anything  imported  from  Germany  or 
elsewhere  that  has  not  its  prototype  in  America  ? 
Mr.  IvES.  Hardly. 

Senator  McLean.  Do  you  not  think  that  the  rising  generation  of 
American  children  can  be  safely  brought  up  on  American  toys  ? 

Mr.  Ives.  Absolutely;  and  the  matter  of  a  toy  is  a  matter  of  the 
early  education  of  the  child.  Why  not  bring  them  up  on  American 
ideas  instead  of  on  German  ideas?  There  is  the  point.  Why  buy 
German  tovs  for  American  children,  or  why  buy  Japanese  toys  ? 

Senator  Simmons.  Why  not  foUow  your  argument  right  on  and 
say  that  America  can  produce  anything  she  needs,  and  tiierefore  we 
<lo  not  want  anything  to  come  from  abroad  ? 

Mr.  Ives.  We  want  to  do  as  Germany  does.  We  want  to  accept 
those  things  that  we  need  and  not  accept  those  things  that  we  do  not 
need.  We  could  not  ship  a  toy  into  Grermany  to-day,  but  Germany 
ships  them  into  this  country. 

Senator  Simmons.  You  would  like  to  see  an  embargo  upon  every 

product  that  is  produced 

Mr.  Ives.  No,  sir;  you  do  not  get  me  right. 
Senator  Simmons.  That  is  the  logic  of  your  proposition. 
Mr.  Ives.  I  want  to  see  the  American  toy  manufacturer  have  a 
fifty-fifty  break  with  the  foreign  importer.     That  is  a  good  sporting 
man's  proposition.     We  do  not  want  anything  more. 

wSenator  McLean.  Is  there  any  reason  why  we  should  give  Ger- 
many the  benefit  of  the  doubt? 

Mr.  Ives.  Not  to  my  way  of  thinking.  I  believe  in  America  for 
the  Americans. 

Senator  Simmons.  I  am  perfectly  willing,  if  you  gentlemen  want 
to  frame  a  tariff  to  protect  a  similar  article  produced  in  this  country, 
that  you  should  do  it;  but  if  you  want  to  frame  a  tariff  which  indi- 
rectly would  work  an  embaigo,  I  am  against  it. 

Mr.  Ives.  If  you  wiU  take  pains,  sir,  to  look  at  the  brief  submitted 
hy  the  toy  manufacturers  of  the  United  States  of  America  you  will 
fijttd  that  all  they  ask  for  is  a  good  sporting  man's  chance,  a  fifty-fifty 
break.  If  that  is  not  good  enough  for  anybody,  I  do  not  know 
what  is. 

Senator  Simmons.  My  own  judgment  about  it  is  that  this  provision 
is  introduced  for  the  purpose  of  starting  out  upon  a  scheme  of  em- 
bargo. 
Mr.  Ives.  I  never  got  that  impression  from  it. 
Senator  Smoot.  That  is  the  first  time  I  have  ever  heard  it  inti- 
mated. 

Senator  Watson.  Senator,  if  you  did  not  impose  a  tariff  that  would 
protect  the  American  mianufacturer  from  an  article  that  is  com- 
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parable  to  what  is  being  made  in  this  country  you  might  just  as  wd 
not  have  a  tariff  at  all. 

Senator  Simmons.  Senator,  there  is  hardly  anything  in  ceruit 
lines  where  you  can  not  find  something  that  can  be  used  as  a  substi- 
tute for  it. 

Senator  Watson.  That  is  quite  true;  but  if  you  do  not  protect  iht 
American  manufacturer  from  that  article  that  is  comparaDle  to  wlu: 
he  is  making,  jrou  might  just  as  well  not  have  a  tariff,  because  thai 
comparable  article  comes  in  and  puts  him  out  of  business. 

Senator  Simmons.  This  provision  not  only  purports  to  protect  t 
particular  article  and  to  further  protect  it  by  raising  the  valuation,  but 
it  proposes  to  extend  that  same  protection  to  every  article  that  couI(! 
be  used  as  a  substitute  for  it. 

Senator  Smoot.  Not  at  all. 

Senator  Watson.  Is  not  that  entirely  right? 

Senator  Simmons.  No.  Put  the  duty  directly  upon  the  substitute. 
if  you  want  to,  but  not  put  it  indirectly  upon  the  substitute. 

Senator  Watson.  We  will  argue  that  out  in  the  committee. 

Mr.  Ives.  I  have  here  a  statement  or  brief  as  drawn  up  by  thf* 
association  which  I  will  submit.     It  covers  the  field. 

The  Chairman.  It  will  be  printed  in  the  notes  as  a  continuation  of 
the  witness'  statement. 

Mr.  Ives.  I  would  like  to  have  it  entered  as  evidence,  sir. 

The  Chairman.  I  want  to  tell  all  the  witnesses,  as  I  have  done 
heretofore,  that  if  they  will  apply  to  the'  clerk  ample  opportunity 
will  be  given  tiiem  to  correct  the  proof  of  their  remarks.  It  is  the 
desire  oi  the  committee  to  have  them  as  accurate  as  may  be.  It  i« 
the  fault  of  the  gentlemen  concerned  if  they  let  them  get  into  thr 
permanent  recora  in  any  slipshod  way. 

Senator  Watson.  Have  wages  been  reduced  in  your  establishment ' 

Mr.  Ives.  Yes,  sir. 

Senator  Watson.  How  much? 

Mr.  Ives.  I  should  say  10  to  12  per  cent. 

Senator  Smoot.  What  are  you  paying,  now,  on  the  average,  for 
labor  ? 

Mr.  Ives.  My  position  is  this:  I  have  a  lot  of  employees  that  have 
been  with  me  for  a  great  many  years,  good,  staid,  steady  people,  aoJ 
rather  than  come  down  too  severely  on  the  wa^e  I  have  called  them 
all  in  session  and  had  a  heart-to-heart  talk,  and  mcreased  production, 
which  would  seem  to  me  is  the  more  liberal  way  of  doing,  until  such 
time  as  it  is  absolutely  necessary  to  go  further. 

Senator  McCumber.  You  have  increased  their  efficiency? 

Senator  Watson.  Pardon  me.  You  did  not  answer  the  question. 
What  is  the  average  wage  ? 

Mr.  Ives.  I  am  afraid  that  you  have  hit  me  on  an  embarrassing 
question,  because  they  are  divided  up 

The  (^HAiRMAN.  You  employ  a  good  many  women,  I  suppose  f 

Mr.  Ives.  The  women  are  gettmg  on  an  average  of  $15  to  $16  » 
week,  which  is  a  pretty  good  wage  at  this  time.  The  pressmen  are. 
on  an  average,  on  day  work,  of  50  cents  an  hour,  but  they  are  working 
on  a  bonus  scheme  which  helps  them  out  a  little  over  that.  It  i'J » 
very  good  wage  at  this  time. 

The  Chairman.  Do  you  employ  many  children? 
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Mr*  Ives.  I  can  not  do  that. 

The  Chairman.  You  can  employ  them  after  they  pass  a  certaia 
age. 

Mr.  Ives.  There  are  about  a  dozen  that  have  to  leave  at  4.20  in  the 
afternoon;  that  is,  during  vacation  time.  That  is  another  point 
where  ^we  are  terribly  handicapped  when  it  comes  to  foreign  com- 
petition. 

The  Chairman.  I  know  that. 

Mr.  Ives.  We  have  to  go  up  against  child  labor  and  home  labor; 
all  of  which  we  can  not  do  in  our  line  of  industry. 

The  Chairman.  The  committee  realizes  that  and  has  had  it  pre- 
sented to  them. 

Senator  Walsh.  Where  is  your  factory  located  ? 

Mr.  Ives.  In  Bridgeport^  (Jonn. 

The  Chairman.  Have  you  anything  further  to  say  to  the  com- 
mittee ? 

Mr.  Ives.  Nothing,  unless  you  have  any  further  questions. 
(The  brief  referred  to  and  submitted  by  the  witness  is  here  set  out 
in  full  as  follows:) 

Statement  Submitted  to  the  Committee  on  Finance,  United  States  Senate, 
American  Valuation,  by  Toy  Manufacturers  of  the  United  States  of 
Ameuica  (iNr.),  August  2,  1921. 

Iq  submitting  our  statement  on  American  valuation,  we  desire  to  state  in  the 
bogiiminR  that  we  shall  discusfl  this  question  only  on  its  merits  as  the  basis  for  assess- 
inof  ad  valorem  duties.  Wo  recognize  that  American  valuation  must  stand  or  fall  on 
that  point.  That  fact,  of  course,  is  familiar  to  members  of  this  committee,  but  so 
many  witnesses  liave  seemed  confused  in  regard  to  it  that  we  feel  that  it  is  wise  t'> 
make  our  position  clear  at  the  opening  of  the  argument. 

Several  witnesses  have  based  their  objections  to  American  valuation  on  the  ground 
that  they  consider  the  rates  of  duty  in  the  bill  as  passed  by  the  House  of  Representa- 
tives too  high  and  prohibitive.  Even  if  that  were  the  case,  such  an  argument  does 
not  prove  that  American  valuation  in  itself  is  unreasonable  and  unworkable.  The 
rate  on  toys  mav  be  too  low  but  we  defer  all  argument  on  that  rate  until  your  committee 
takes  up  consideration  of  that  section  of  the  tariff  bill. 

The  opponents  of  American  valuation  are  experts  on  foreign  invoice  values  or 
importeiB. 

The  proponents  are  men  who  are  experts  on  American  market  values  or  Government 
officials  whose  duties  require  them  to  weigh  evidence. 

Government  experts  who  have  spoken  in  favor  of  American  valuation  are  such  men 
as  Judge  Marion  De  Vries,  Chief  Justice  of  the  United  States  Court  of  Customs  Appeals, 
Hon.  Herbert  C.  Hoover,  Secretary  of  Commerce,  and  James  B.  Reynolds,  for  five 
years  Assistant  Secretary  of  the  Treasury  in  charge  of  the  customs  service — ^men 
trained  to  consider  evidence  and  to  determine  whether  a  case  has  been  proved.  These 
men  are  unanimous  in  their  testimony  that  foreign  valuation  has  failed  and  that 
American  valuation  is  necessary  and  feasible.  Those  who  have  been  for  years  hear- 
ing evidence  on  foreign  market  values  maintain  that  they  are  seldom  accurately 
obtained  and  that,  instead,  the  invoice  values  of  individual  shipments  are  used  as 
the  basis  for  estimating  duties.  And  still  further,  that  those  invoice  values  are  not 
in  many  cases  true  values.  Sufficient  evidence  has  been  introduced  to  prove  beyond 
any  reasonable  doubt  diat  great  pains  has  been  exercised  by  foreign  exporters  to 
ronfuse  or  conceal  the  true  foreign  market  value. 

Experts  who  have  appeared  in  opposition  to  American  valuation  are  Government 
employees  whose  duties  are  to  find  values  and  who,  we  understand,  in  practice  come 
to  depiend  upon  invoices  from  abroad  for  their  information.  Has  one  of  them  been  a 
mao  who  has  tried  in  European  countries  or  any  country  to  get  foreign  market  values? 
Can  they  show  that  the  records  which  they  have  compiled  in  New  York  or  other  ports 
contain  such  data  as  of  the  date  of  exportation  of  any  considerable  portion  ot  the 
merchandise  they  appraise?  Reference  was  made  before  your  committee  to  500,000 
numbers  of  laces  on  record  in  New  York.  Is  any  of  that  data,  much  less  the  bulk  of  it , 
anything  other  than  foreign  invoice  values — not  market  value? 
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Employees  whoee  work  is  of  this  type  are  proverbially  oppoBed  to  change  m  aat 
employer  can  tyostify.  Such  workers  get  accustomecl.to  a  certain  method  tad  it*-/ 
whole  temperament  rebels  against  a  change.  In  any  office  in  the  countr>  a  cluii» 
such  as  the  one  proposed  from  foreign  value  to  American  value,  would  be  vi^^orou^- 
opposed  by  the  routine  workers  and  could  only  be  put  into  operation  if  the  iiiana«r:' 
owner,  who  correspond  to  the  judicial  and  Treasury  officers  of  the  Government,  wub: 
the  need  for  it  and  insisted  that  the  detail  workere  adopt  the  new  principle  and  !»- 
the  ways  and  means  nocpssary  to  rarrv  it  out. 

The  business  men  who  are  coming  here  to  oppose  this  change  are  either  impoTf^ 
who  are  really  agents  of  foreign  manufacturers  or  merchants  who  import  a  grMet 
smaller  volume  of  goods.    The  opposition  of  the  first  class  is  easily  underetood— thr 
naturally  prefer  a  system  which  in  practice  takes  invoice  values  as  the  baas  fof  duu? 
and  which  leaves  the  determination  of  the  accuracy  of  those  values  to  agencies  locv' 
in  a  foreign  country  surrounded  by  all  the  difficulties  it  is  possible  to  impoee.    Funhr 
it  is  necessary  to  disprove  the  invoice  value,  otherwise  it  stands.     It  w  very  ditf/- 
to  secure  the  evidence  that  a  court  requires.    Therefore  the  so-called  c«es  of  u!>Irf 
valuation  do  not  measure  the  extent  of  undervaluations,  becauce  the  greater  balk  l*» 
caees  in  which  undervaluation  is  strongly  suspected  but  the  legal  evidence  cao  'u  * 
be  obtained. 

The  opposition  of  the  merchants  who  are  dependent  upon  American  worken  * ' 
their  trade  is  more  difficult  to  understand.  Why  should  the  investment  in  hundn-v 
of  factories  be  jeopardized  to  save  department  stores  from  inconvenience  in  prifn: 
a  small  per  cent  of  their  goods  and  appraisers  from  the  trouble  of  developing  a  u  v 
system  of  records  and  new  methods  for  finding  values? 

The  American  business  men  who  are  appearing  in  favor  of  American  valuatifjo  <:' 
men  who  know  from  long  experience  that  they  suffer  from  evils  that  are  inherpnt  -' 
foreign  value  as  the  basis  for  ad  valorem  duties.  They  say  we  know  that  imp^«** 
goods  have  repeatedly  been  placed  on  sale  at  prices  which  can  only  mean  that  ti- 
fuU  amount  of  duty  was  not  collected.  They  are  helpless  to  assiet  the  Governing 
in  determining  foreign  values  but  are  able  and  ready  to  place  their  own  reo*d«  * 
the  dibporal  of  the  Government,  and  these  will  prove  American  Milue**  adeqoa*-'. 
and  easily. 

And  when  it  comes  to  the  discussion  of  the  ease  of  determining  American  \alv 
who  is  more  competent  to  speak  on  that  point  than  an  American  busineas  man'     !■ ': 
not  better  qualified  than  the  representative  in  this  country  cf  a  foreign  manub<*t'Jp' 
American  manufacturers  are  finding  American  values  every  day — the  success  of  tb»" 
business  depends  on  it.    American  manufacturing  is  highly  competitive.     If  a  nur*. 
facturer  should  go  into  the  market  for  raw  materials  and  rail  to  find  the  true  mark'' 
^alue,  and  buy  accordingly,  he  would  soon  go  into  bankruptcy.     No  facton*  rrn,'* 
sur\dve  if  the  purchasing  denartment  did  not  know  how  to  get  American  valuer  ic 
did  not  buy  accordingly.     Tnese  manufacturers  tell  your  committee  out  of  th^  l'«* 
experience  they  have  had  that  American  values  can  be  found,  and  they  would  la-' 
to  the  Government  their  purchasing  agents  or  other  trained  men  who  could  in  a  ^Iv* 
time  install  the  system  required  to  enable  the  appraisers  to  get  results  just  v  rr*a<lii> 

Objection  is  raised  by  many  opponents  of  American  valuation  that  the  mark*^  ^  - 
the  United  States  are  scattered,  wnereas  the  markets  abroad  are  concentrated.  Ani«r 
can  business  men  meet  that  situation  every  day  when  they  buy  materials.  And  th*".' 
problems  are  more  difficult  than  those  which  would  confront  the  appraijier.  Imh^cp* 
the  markets  for  raw  materials,  to  which  specific  duties  in  genend  are  appls<^.  ^ 
much  more  widely  scattered  than  the  markets  for  fabricated  goods,  to  whirb  >- 
valorem  duties  in  general  are  applied.  Even  small  and  comparatively  p<K»riv  <•««> 
ized  toy  factories  buy  lumber  m  New  England,  Texas,  and  Wiaconinn  on  ihf  *»** 
day,  and  they  do  so  because  they  can  find  and  do  find  the  American  niari^^t  ^•i*-' 
of  the  different  grades  and  kinds  of  lumber  required  for  their  productii.  That  .• 
simply  a  typical  example. 

Representatives  of  other  industries  have  repeatedly  testified  that  there  i«  one  pni^ 
cipal  market  for  their  merchandise  where  the  appraisers  can  r«Mlily  secure  the  dau 
on  all  wholesale  prices.  That  is  also  true  of  the  toy  industry.  Every  tcat  th^rr*  i* 
held  in  New  York  a  toy  fair,  at  which  the  goods  of  practically  every  large  and  ^d»1 
toy  manufacturer  are  displayed.  The  prices  quoted  there  are  on  goodi>  which  vi! 
be  delivered  in  the  following  October  and  November, 

The  implication  that  many  witnesses  have  made  is  that  the  foreign  mana£actur>'r 
must  start  production  further  ahead  of  the  date  of  delivery  than  tiie  American  1^' 
does  not  in  toys,  and  probably  does  not  in  any  line.  Prom  the  nature  of  the  toy  b"*> 
ness,  the  bulk  of  the  toys  are  sold  at  retail  during  the  Christmas  hotidaya  and  arr  tbei«- 
fore  not  needed  by  the  stores  until  fall.  The  jobbers  demand  a  little  earlier  ddiv*^ 
so  that  they  may  nave  the  goods  in  their  warehouses  for  shipment  to  their  cuaiiMiw" 
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n  the  iM.  It  is  well  known  that  a  factory  can  not  afford  to  stand  idle,  and  to  avoid 
dosing  down,  toy  manafitcturers  coibe  into  the  market  in  January  and  February  and 
»ffer  prices  which  must  stand  for  the  whole  season — ^the  calendar  year.  They  do  this 
n  order  to  set  t/Ji  many  orders  As  possible  early  in  the  spring.  From  experi!ence  they 
ire  able  to  determine  from  the  spring  orders  the  probable  total  volume  ol  sales  in  each 
^articular  number,  and  this  enables  them  to  go  ahead  with  production  in  the  spring. 
rhis  policy  keeps  employed  during  the  whole  year  hundreds  of  persons  who  would 
otherwise  be  seasonal  workers. 

Therefore,  the  American  prices  on  toys  can  be  obtained  in  New  York  in  February 
>f  any  year  for  that  calendar  year.  The  Government  appraisers  can  get  these  prices- 
%nd  examine  the  merchandise  at  the  same  time.  The  buyers  for  the  department 
stores  do  so  and,  as  a  matter  of  fact,  try  to  see  the  domestic  merchandise  before  they 
go  abroad.  We  know  that  the  representatives  of  foreign  manufacturers  also  get  the 
prices  in  the  spring.  As  New  York  is  the  American  market  for  toys,  and  as  samples. 
of  practically  all  kinds  of  toys  can  be  found  on  display  in  that  city  every  day  in  the 
year,  the  appraisers  would  have  at  hand  complete  data  on  toys. 

The  same  is  true  of  Chicago,  as  a  toy  fair  is  neld  there  immediately  after  the  fair  in 
New  York  is  closed. 

It  has  come  out  repeatedly  that  whenever  opponents  of  American  valuation  quote 
specific  instances  ana  cite  a  particultur  industry  to  prove  their  objections  to  American 
valuation  such  objections  are  easily  and  completely  answered  by  the  American 
manufacturers  who  are  famiUar  with  the  actual  trade  conditions  in  this  country. 

One  of  the  principal  objections  which  has  been  raised  to  American  valuation  is  the 
possibility  that  it  would  offer  an  opportunity  for  American  manufacturers  to  manipu- 
late sales  and  establish  a  fictitious  American  market  value.    So  far  as  our  study  of 
the  testimony  has  gone,  that  objection  has  been  raised  only  by  importers  or  agents  of 
importers.    We  American  toy  manufacturers  have  each  time  said  to  ourselves,  * '  So  f ar- 
a«  our  own  knowledge  goes  we  do  not  see  how  such  manipulation  could  be  practiced, 
and  the  methods  suggested  are  so  round  about  that  they  would  seem  to  be  prohibitively 
expensive.''    We  are  therefore  compelled  to  believe  that  the  parties  who  raise  this 
objection  are  speaking  from  knowledge  as  to  the  advantage  which  has  been  gained 
by  manipulating  foreign  market  values  to  reduce  the  amount  of  duty.    One  of  the 
principal  reasons  why  we  ask  for  American  valuation  is  so  that  we  can  help  the  Govern- 
ment check  undervaluations  that  are  probably  general  and  flagrant  under  present 
conditions  which  favor  the  importer  and  hamper  the  American  manufacturer  when 
the  determination  of  values  is  involved.    If  those  familiar  with  importing  practices; 
believe  that  a  false  market  value  could  be  established  in  this  country  under  American 
valuation,  we  are  ready  to  agree  that  similar  methods  have  proved  effective  in  estab- 
lishing false  market  values  in  foreign  countries,  and  that  the  testimony  of  Government 
experts  to  that  effect  is  correct. 

The  objection  that  American  manufacturers  might  combine  to  raise  prices  in  order 
to  increi^  the  duty  has  been  so  completely  answered  bv  other  witnesses  that  we  would 
not  consider  it  necessary  to  go  over  that  ground  again  if  the  point  had  not  been  raised 
as  recently  as  July  27.  Unless  the  duty  is  100  per  cent,  there  is  no  class  of  merchan- 
dise whicn  could  be  manipulated  by  American  producers  except  to  their  own  hurt.. 
Take  the  duty  on  toys  of  40  per  cent  for  a  concrete  example:  If  a  toy  costs  in  (termany 
$6,  and  the  American  price  of  competing  merchandise  is  $10,  the  cost  of  the  Germaiii 
toy,  including  duty,  would  be  $10.  If  the  American  manu^cturers  shotdd  raise  the- 
priceto$12,^e  German  toy  would  then  cost  $6  plus  40  per  cent  of  $12  ($4. 80^1  or  $10. 80. 
Ten  dollars  and  eighty  cents  immediately  gives  the  importer  an  advantage  of  $1.20 
over  the  American  manufacturer. 

Unfortunately,  the  source  of  objection  to  American  valuation  is  not  always  indicated; 
in  documents  prepared  by  the  Tariff  Commission.  We  refer  particularly  to  page  24 
of  the  pamphlet,  '*  Information  Concerning  American  Valuation  as  a  Basis  of  Assess- 
ing Duties  Ad  Valorem,"  which  was  submitted  to  the  chairman  of  the  Committee  on. 
Ways  and  Means  on  Bffarch  26,  1921.  Toys  are  cited  as  a  conspicuous  example  of  the* 
possibility  for  easy  manipulation  of  the  American  market  ov  importers.  We,  aa 
experts  in  the  toy  industry,  know  that  the  scheme  there  outlined  could  not  be  worked . 
The  actual  conditions  of  the  toy  business,  as  stated  above,  show  that  because  prices 
quoted  in  the  spring  are  normally  for  delivery  in  the  fall.  Abnormally  low  spring. 
Prices  for  inuneaiate  deliverv  would  not  reduce  the  amount  of  duty  because  the  oasis 
'or  estimating  the  duty  would  be  the  prices  in  force  in  the  fall  when  the- majority  of 
the  merchandise  leaves  Germany.  The  law  provides  that  the  price  shall  be  the- 
wholesale  ''on  the  date  of  exportation."  But,  disregarding  that  point,  if  the  small 
amount  of  soods  carried  over  from  one  season  could  be  used  to  establish  a  false  American, 
inarket  value,  how  much  more  readily  could  the  same  volume  of  merchandise  be  used 
to  establish  a  fictitious  price  abroad?    But  it  would  be  impossible  in*  practice-  to  es- 
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tablifih  false  American  values  because  the  quantities  offered  would  be  so  BUttU.  u. 
the  number  of  transactions  so  few,  that  any  conscientious  and  wide-awaie  cusiict 
official  would  instantly  detect  such  a  fraud. 

It  is  further  stated  in  this  report  of  the  commission  that  it  is  objected  that  iobbtfi 
prices  fluctuate  violently.    We  know  that  iobbers '  prices  do  not  fluctuate  duhu  i 
calendar  year,  because  it  is  the  custom  of  the  trade  to  quote  prices  in  the  sprinr  - ' 
fall  delivery.    The  only  fluctuations  would  be  those  due  to  an  effort  to  j^t  rid  of  »!•'« 
moving  goods.    Such  reductions  would  ordinarily  not  be  made  until  late  in  o* 
season,  after  the  bulk  of  the  imports  had  been  entered,  or  immediately  after  *b« 
holidays,  before  the  imports  for  the  next  year  had  begun  to  come  in.    From  the  \^: 
nature  of  the  toy  industry,  a  reliable  jobber  can  not  change  his  prices  violently  4  * 
ing  the  calendar  year  on  staple  or  popular  toys.    Jobbers '  prices  may  vary  in  diffe;K.' 
sections  of  the  countfy;    but  on  American  goods,  which  \mder  the  prc^xtsed  pbL- 
would  be  the  basis  for  ^imating  duties,  the  differences  can  always  be  accounted  '• ' 
by  freight  and  other  charges  incidental  to  the  delivery  of  the  goods.     As  Amen«*A' 
manufactiurers  we  would  be  satisfied  to  have  the  American  values  fixed  by  the  jm^*- 
quoted  in  New  York.    On  noncomparable  foreign  goods  we  could  only  find  out  ^ 
experience  whether  the  importers  co\ild  put  over  frauduleit  values  on  Uie  appraiM^ 
and  if  they  should  we  will  be  in  a  position  to  ascertain  this  fact  and  aasiflt  the  Gov«r 
ment  officials  in  running  it  down.    We  believe  that  in  the  beginning  die  New  Yn 
market  price  on  noncomparable  toy  imports  would  also  be  the  ba^  for  aase^u^' 
duties. 

That  the  practice  of  using  foreign-market  value  has  fallen  down  is  amply  pro^*- 
by  the  fact  that  Congress  was  compelled  to  adopt  either  foreign  expbrt  value  <* 
home  \*alue,  whichever  is  higher,  in  the  emergency  tariff  bill.    Our  wonder  m  tHi* 
Tongreas  only  partially  abandoned  an  imperfect  system  instead  of  meeting  t}H»  o.' 
dition  by  eliminating  all  the  difficulties  of  determining  foreign  values  by  ado|>*^ 
American  valuation. 

The  objection  that  an  importer  must  know  his  total  cost,  including  duty,  moDtr.- 
in  advance  of  the  delivery  of  the  goods  and  that  it  can  not  be  determined  uod*' 
American  valuation,  and  he  th^efore  can  not  continue  in  business,  is  answered  t*. 
two  ai^unents:  (1)  American  prices  are  quoted  jiut  as  for  in  advance  of  deliver 
as  foreijgn  prices  and  can  be  obtained  on  toys.  They  are  no  doubt  available  in  ^ 
other  Imes.  We  know  of  no  reason  why  American  prices  should  change  more  m- 
quently  than  foreign  prices.  If  thst  is  true  what  is  the  practical  difference  over  '-b* 
present  law? 

The  second  argument  is  that  any  fluctuation  in  American  prices  could  not  poonii- 
be  as  violent  as  the  recent  fluctuations  in  the  German  mark.  This  fluctuation  «i: 
probably  continue  for  months  and  years.  Fluctuations  have  not  stopped  the  imprr 
ing  of  toys  from  Germanv  as  the  present  condition  of  our  industry  clearly  pro\«? 
although  goods  when  finally  delivered  have  cost  much  more  or  lees  than  was  antt . 
pated  when  the  order  was  placed.  The  chaotic  condition  of  foreign  exchange  wbi^l 
makes  the  adoption  of  American  valuation  the  only  solution  that  will  preeeiVe  Am^ 
ican  industries  is  the  best  possible  proof  that  importers  can  do  busmest  when  th« 
final  price  is  not  known  months  in  aavance. 

In  closing,  we  wish  to  reiterate  the  fundamental  reason  why  American  \'aliutvK 
should  be  adopted: 

(1)  It  will  prevent  undervaluation. 

(2)  It  will  equalize  exchange  so  far  as  the  basis  for  assessing  duties  is  conceraed 

(3)  It  will  collect  the  same  amount  of  duty  from  all  countries  and  eliminate  th- 
present  discrimination  in  favor  of  countries  of  low  standards  of  living. 

(4)  It  will  make  it  unnecessary  to  ask  for  a  rate  on  toys,  which  would  be  absolut*^- 
prohibitory  against  most  other  countries,  if  it  were  made  high  enough  t4»  piolert  **  * 
industry  against  Germany,  which  is  our  principal  competitor. 

The  Chairman.  The  committee  will  hear  from  Mr.  W.  O.  Coleman 

STATEMENT  OF  W.  0.  COLEMAH,  BEPBESEHTIVG  THE  AMSl- 
ICAK  FLTEB  MANUFACTUBIVG  CO.,  CHICAGO.  ILL. 

The  Chairman.  State  your  name  to  the  coimuittee. 
Mr.  Coleman.  W.  Ogden  Coleman,  president  of  the  American 
Flyer  Manufacturing  Co.,  Chicago.     We  manufacture  toy  trains. 
The  Chairman,   i  ou  are  in  the  business  yourself? 
Mr.  Coleman.  Yes,  sir;  I  am  president  oi  the  company. 
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The  Chairman.  And  what  is  the  name  of  the  company  ? 
Mr.  Coleman.  American  Flyer  Manufacturing  Co. 
The  Chairman.  All  right,     rroceed  in  your  own  way,  Mr.  Coleman. 
Mr.  Coi£man.  In  appearing  before  this  committee  1  appear  only  as 
plain  train  manufacturer  who  asks  that  you  give  us  reasonable  pro- 
ection  against  the  present  abnormal  conditions  due  to  the  low  labor 
osts  abroad  and  the  depreciated  currency.     That  is  all  we  ask.     We 
usk  only  a  fighting  chance  to  meet  that  competition. 
Last  year  our  factory  produced  875,000  complete  trains. 
The  Chairman.  Is  that  all  vou  make — ^just  trains? 
Mr.  Coleman.  Trains  are  ail  we  make. 

Senator  Watson.  Mr.  Chairman,  are  we  going  into  the  schedules 
his  morning  ?     I  thought  the  whole  subject  of  discussion  to-day  was 
\inerican  valuation  and  nothing  more. 
Mr.  Coleman.  That  is  all  I  will  speak  about. 
The  Chairman.  That  is  all  we  are  going  into,  and  I  think  we  can 
inish  it  during  the  morning  session. 
You  will  not  be  very  long,  will  you  ? 
Mr.  Coleman.  No,  sir;  I  will  make  it  very  brief. 
The  Chairman.  The  committee  is  not  so  much  interested  in  trains 
as  it  is  in  the  valuation. 

Mr.  Coleman.  There  [exhibiting  a  sample]  is  just  a  sample  of  what 
we  make.  I  brought  it  along  so  that  you  could  see  what  I  was  talkiiig 
about. 

Last  year  we  produced  876,000  complete  trains.     We  make  only 
trains.    A  year  ago  at  this  time  we  were  employing  400  people.     Our 
average  weekly  pay  roll  was  approximately  $12,000.     To-day  our 
plant  is  completely  closed  down.     It  has  been  closed  since  the  1st  of 
July,  and  it  will  probably  be  closed  for  at  least  another  month. 
The  Chairman.  Why  is  it  closed  ? 
Mr.  Coleman.  I  will  ^et  to  that  in  just  a  minute. 
The  Chairman.  All  right. 

Mr.  Coleman.  In  spite  of  this  fact,  however,  that  we  are  closed 
down,  I  am  confident  that  our  concern  is  able  to  meet  foreign  compe- 
tition if  youput  us  on  the  real  basis  that  we  should  be  placed  upon. 

Senator  Walsh.  Without  this  40  per  cent  protection  provided  in 
this  bill,  could  you  meet  competition  ? 
Mr.  Coleman.  No,  sir. 
Senator  Walsh.  You  want  that,  of  course  ? 
Mr.  Coleman.  Yes,  sir. 

The  Chairman.  Are  any  German  trains  coming  in? 
Mr.  Coleman.  Yes,  sir;  I  have  some  samples  of  those. 
The  Chairman.  How  long  have  they  been  coming  in  ? 
Mr.  Coleman.  They  started  to  come  in  last  year,  but  only  a  very 
^^*w.    They  have  been  coming  in  since  the  first  of  the  vear. 
Senator  McLean.  All  of  them  are  on  time,  I  take  it ) 
Mr.  Coleman.  Yes,  sir. 

The  Chairman.  That  would  be  a  novelty  in  this  country.  Are 
they  coming  in  in  great  amounts  now  ? 

ilr.  Coleman.  Yes,  sir;  they  are.  You  ean  find  them  on  sale 
practically  everv  place  in  New  York,  and  gradually  they  are  getting 
farther  and  farther  west. 
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We  went  into  the  toy  business  in  1907.  It  was  a  side  line.  Gri.- 
ually,  from  1907  to  1914,  we  built  up  a  little  line  of  trains.  In  19U 
the  war  came  along  and  gave  us  our  opportunity.  We  discarded 
the  other  lines  of  goods  we  were  making  and  aevoted  our  enerpn 
entirely  to  toys. 

Senator  Walsh.  How  many  toys  were  you  producing  then  ?  Win: 
was  the  volume  ? 

Mr.  Coleman.  In  1914? 

Senator  Walsh.  Yes. 

Mr.  Coleman.  It  was  around  90,000  trains. 

Senator  Walsh.  What  was  your  production  last  year  ? 

Mr.  Coleman.  875,000. 

Senator  Walsh.  Proceed. 

Mr.  Coleman.  From  1914  to  1920  practically  every  cent  of  pnc; 
which  we  made — and  it  was  only  small — ^went  into  tHe  improvemt-n* 
of  our  product  and  into  making  special  dies  and  special  inachin*'r 
to  meet  the  keen  competition  whicn  we  felt  sure  was  coming. 

Mr.  Coleman.  That  we  were  successful  in  doing  this  is  illustTat«*i 
by  the  few  parts  that  I  have  brought  here  to  show  what  we  have  v- 
comphshed.  These  are  what  we  call  ties.  They  fasten  the  trarfL* 
together. 

In  1914  it  took  three  machines  and  three  operators,  each  operate* 
peif  onning  a  separate  operation,  to  make  20,000  pieces  a  day.  TcniAj 
after  having  spent  $10,000  in  experimenting  ana  making  special  U»^ 
one  operator,  using  one  machine,  is  producing  over  40,000  piew- 
Our  idea  was  to  get  the  cost  of  proouction  down;  that  is  what  i' 
tried  to  do. 

The  Chairman.  Is  yours  the  only  concern  that  makes  these  Vnxt^ 
exclusively  ? 

Mr.  Coleman.  No,  sir;  there  are  four  others.    Mr.  Ives,  who  hi* 
already  addressed  the  committee,  makes  trains  and  also  some  boat* 
However,  he  makes  trains  largely.     The  Lionel  Co.  of  New  York  aI* 
makes  them,  as  does  the  Hafmer  Machine  Co  of  Chicago. 

Senator  Walsh.  How  many  trains  were  imported  last  year  \ 

Mr.  Coleman.  I  can  not  tell  you,  Senator.  The  amount  was  pnr- 
tically  negl^ble. 

Senator  Walsh.  How  many  were  imported  in  the  first  six  moQtb 
of  this  year  ? 

Mr.  Coleman.  I  can  not  tell  you  because  imports  are  not  divideo 
into  imits  of  trains,  but  a  large  quantity  has  come  in. 

The  Chairman.  It  is  the  menace  that  you  want  to  guard  again>* 
is  it  not  ? 

Mr.  Coleman.  I  be^  your  pardon. 

The  Chairman.  It  is  the  menace  or  the  danger  that  you  want  t« 
guard  against  ? 

Mr.  CtoLEMAN.  Yes.     They  are  coming  in,  as  I  will  show  you  lat^r 

People  from  whom  we  have  had  orders  and  people  we  shipped  eartirr 
in  the  year  have  come  along  later  and  asked  us  to  cancel.  In  one  ca^ 
I  wrote  and  asked  why  they  now  wished  us  to  cancSel  their  order. 
Here  is  the  reply: 

I  have  your  letter  of  July  11  and  have  carefully  noted  the  oontents. 

I  fully  understand  your  position  in  the  matter  and  can  only  aav  that  I  woald  prr:-^ 
to  buy  from  your  concern  or  any  American  concern  rather  than  buyiitf  (i^ns** 
goods.    As  a  matter  of  fact,  I  have  been  so  prejudiced  against  German  gootb,  thi:  -*' 
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the  present  writing  I  have  not  purchased  a  dollar's  worth.  However,  I  have  seen 
any  linea  (not  alone  toys)  which  have  been  offered  to  me  at  prices  far  cheaper  than 
ie  American  make.  I  will  therefore  be  compelled,  in  justice  to  my  business,  to 
ly  my  merchandise  at  the  lowest  price,  providing,  of  couree,  that  everything  else 
*»qual. 

<  >f  course  I  have  not  purchased  any  of  the  trains  to  take  the  place  of  yours,  for  I  have 
Liite  a  few  American  Fliers  on  hand.  As  I  am  able  to  purchase  the  foreign  trains  I 
rote  you  about  from  jobbers  who  carry  them  in  stock  here,  it  is  imneceseary  for  me 
»  order  in  advance.  I  have,  however,  instructed  my  manager  to  order  one  of  the 
ains  I  had  in  my  mind,  and  I  will  send  same  to  you  upon  receipt,  and  also  let  you 
ciow  the  price  I  will  have  to  pay  for  them. 

I  am  very  glad  to  cooperate  with  you,  and,  as  stated  above,  would  much  prefer  to 
ive  you  the  business,  provided  everything  is  equal.  These  few  lines  are  for  the  pur- 
o«*e  of  explaining  to  you  my  position  in  the  matter. 

That  is  just  one  letter.  We  have  had  a  great  many  letters  which 
re  just  exactly  the  same.  The  dealers  take  the  position  that  if  they 
lo  not  import  the  goods,  their  competitor  across  the  street  will,  and 
hat  as  a  result  thereof  they  will  suffer. 

Senator  Watson.  Do  you  know  what  wages  are  paid  in  similar 
nstitutions  in  Germany? 

Mr.  Coleman.  No,  sir. 

Senator  Watson.  What  wages  do  you  pay  ? 

Mr.  Coleman.  Our  wages,  taking  boys  and  girls  together,  average 
lipproximately  50  cents  an  hour. 

Senator  Simmons.  Did  you  ever  find  out  from  the  author  of  that 
letter  just  what  the  character  of  those  toys  was  ? 

Mr.  Coleman.  That  has  not  come  in,  but  I  have  some  samples 
which  will  illustrate  the  point  that  I  have  in  mind.  % 

Senator  Walsh.  Will  you  give  us  the  name  of  the  author  of  that 
letter  ? 

Mr.  Coleman.  I  will,  Senator,  if  you  insist.  As  a  matter  of  fact, 
I  have  sent  a  copy  of  this  letter  to  Senator  Penrose,  so  that  the  com- 
mittee has  a  copy  in  its  files. 

The  Chairman.  Senator  Walsh  can  see  that  letter  in  the  files,  if  he 
desires  to. 

Senator  Simmons.  I  think  it  would  be  very  helpful  if  you  could 
give  us  your  price  and  the  price  at  which  the  German  article  is  sold. 

Mr.  Coleman.  Yes. 

As  I  was  saying,  in  1914,  the  war  gave  the  American  toy  manu- 
facturers their  chance.  By  1919  the  total  production,  according  to 
the  Bureau  of  Commerce  reports,  was  $45,000,000;  in  1920  it  was 
J50,000,000. 

During  this  same  time,  while  toy  production  increased  200  per  cent, 
generally  speaking,  the  production  in  our  own  country  increased,  in 
dollars  and  cents,  2,000  per  cent,  until  in  production  last  year  we 
reached  6,000  complete  trains  per  day.  You  can  figure  that  out  for 
yourselves;  it  is  11  trains  per  minute.     To-day  we  are  shut  down. 

Senator  Watson.  How  many  hands  do  you  employ  ? 

Mr.  Coleman.  Last  year  ? 

Senator  Watson.  Yes. 

Mr.  Coleman.  Four  hundred  people,  when  we  were  making  that 
production. 

The  CHAntMAN.  'They  are  using  German  trains  ? 

Mr.  Coleman.  Do  you  mean  the  people  of  this  country  ? 

TheCHAiBMAN.  Yes. 

Mr.  Coleman.  Yes,  sir. 
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Senator  Watson.  This  whole  question  depends  upon  the  dif 
ence  between  the  cost  of  production  at  home  and  abroad,  does  it  n 

Mr.  Coleman.  That  is  the  whole  thing. 

Senator  Watson.  Can  you  show  that  difference  ? 

Mr.  Coleman.  I  have  sample  trains  right  here  with  me. 

Senator  Walsh.  It  also  depends  upon  the  ability  of  Congreas 

substitute  the  condition  of  the  world  market 

I       Mr.  Coleman  (interposing).  I  did  not  catch  that,  Senator, 
i       wSenator  Walsh.  You  can  not  restore  at  once  the  condition  d 
*  existed  during  the  war.     In  the  readjustment  of  this  problem  we  hi 
to  realize  that  production  everywhere  must  be  revived. 

Mr.  Coleman.  Surely  and  all  that  we  a^sk  for  is  an  even  chance. 

Here  are  sample  trains.  This  is  a  train  bought  in  New  Yorki 
Jul}'  27,  from  a  New  York  jobber.  The  price  was  $8.50  per  Atm 
Here  [indicating]  is  our  train,  which  costs,  landed  in  New  York,  ■ 
selling  to  the  san\e  trade  that  the  jobber  would  sell  to — the  rel 
trade-  approximately  $10  a  dozen.     That  includes  the  freight. 

Senator  Watson.  What  is  the  difference:  is  it  $8.50  and  $10? 

Mr.  Coleman.  $8.50  and  $10. 

This  jobber  bought  it  from  an  importer. 

NoW;  if  I  am  correct,  I  believe  that  the  gentleman  who  represen' 
the  novelty  trade  told  the  committee  yesterday  that  the  impoi 
had  to  adcf  25  per  cent  to  the  landed  cost  to  cover  the  cost  of  do 
business,  and  on  top  of  that  he  has  to  add  his  profit. 

vSenator  Watson.  ^Vhat  is  the  tiiriff  now  ? 

Mr.  Polemax.  Thirty-five  per  cent.  On  top  of  that  the  jobber 
to  make  his  profit  and  has  to  add  his  cost  of  doing  business. 

I  figured  it  back  and  I  do  not  see  how  it  could  possibly  have  ( 
over  $5  landed  in  this  country,  against  $10  for  our  train. 

Senator  Watson.  Whv  do  vou  say  that  ? 

Mr.  Coleman.  Well,  I  will  give  you  the  figures.  First,  you  t 
$5  a  dozen  and  then  add  25  per  cent.     That  is  $1.25. 

Senator  Watson,  ^^^ly  do  you  add  25  per  cent? 

Mr.  Coleman.  Because  the  importers  said  yesterday  they  hw 
add  25  per  cent  to  the  landed  cost  to  ^over  tlie  actual  costof  d( 
business. 

Senator  Smoot.  Twenty-four  per  cent  is  what  the  firm  f 
C^hicago  added. 

Mr.  CoLEMAX.  That  brings  it  up  to  $0.25.  Assume  that  10 
cent  is  a  fair  prodt  for  the  importer  and  add  that  10  per  cent  to  $6 
That  brings  it  up  to  $6. 87.  That  is  what  it  sells  to  the  jobber 
The  jobber  has  to  a<ld  20  per  cent  to  cover  the  cost  of  handling!, 
you  take  20  per  cent  of  thiit,  you  have  81.30,  which  brings  it  n| 
over  $S.     The  price  that  I  houi^ht  it  for  was  $8.50. 

Senator  Walsh.  From  the  wTiolesaler  ? 

Mr.  C/OLEMAN.  From  tlie  wliolesaler.  As  a  matter  of  fact 
bought  it  from  tlie  wholesaler  to  wlioui  we  formerly  sold  a  great  < 

of  croods. 

Senator  Wai.sii.  Were  the  o;o()'ls  identical? 

Mr.  (V>LKMAy.  Yes,  sir;  tlu'v  are;  at  least  as  nearly  so  as  possi 
In  fact,  th'.Mr  car  is  larirer. 

Senator  Mc^^t^^rnF.K.  Tt  would  cost  you  more  to  manufacture  t 
car  i 

Mr.  CoLKMAN.  Ohviouslv  it  would,  vSenator. 
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>^iiator  McCrMBER.  Are  they  the  same  ? 

^^r.  Coleman.  Their  car  has  a  bottom  in  it,  while  our  car  has  not. 
Senator  ifcCvMBER.  Is  there  anything  in  the  material  and  method 
r  production  in  either  car  to  give  one  superiority  over  the  other? 
yiv.  Coleman.  No,  sir. 

Senator  Watson.  You  explained  a  while  ago  that  you  had  a 
lachine  that  turned  out  many  of  these  cars. 
Mr.  Coleman.  Yes,  sir. 

Senator  Watson.  Have  the  Germans  that  machine? 
^fr.  Coleman.  I  do  not  know.     They  may  have  one  as  good  as  or 
etter  than  the  one  we  have.    My  point  was  that  we  had  improved 
iir  methods. 

Senator  Watson.  I  know  that,  but  I  wanted  to  know  if  they 
kad  as  good  a  machine. 

Mr.  (x>leman.  They  probably  have.     They  have  not  been  sleeping 
i\l  this  time. 
This  is  another  train. 
Senator  Watson.  A  German  train  ? 

Mr.  Coleman.  Yes.  It  costs  $12  from  the  wholesaler.  Our 
3rice  would  be  $15 — ^the  landed  price.  This  would  probably  cost 
^8  landed. 

Senator   Watson.  Have   you   any   competition   except   German 
ponipetition  ? 
Mr.  Coleman.  That  is  all. 

The  Chairman.  What  do  these  trains  retail  for  ? 
Mr.  Coleman.  I  have  one  here.     Here  [indicating]  is  one  bought 
at  New  York  at  retail.     There  are  two  cars. 
Senator  Walsh.  A  German  train  ? 

Mr.  Coleman.  Yes,  a  German  train.  There  are  two  cars,  four 
pieces  of  track,  and  this  engine  has  an  automatic  brake  on  it.  Our 
engine  has  no  brake  at  all. 

Senator  Watson.  The  members  of  the  committee  are  all  too  old 
to  be  interested  in  toy  trains. 
Senator  Smoot.  I  take  exception  to  that. 

Mr.  Coleman.  This  track  has  an  automatic  trip  on  it.  The 
result  is  that  when  the  train  goes  over  it  it  stops.  That  is  an  added 
feature  and  an  added  expense.  That  is  sold  at  $1.25;  that  is,  at  the 
retail  stores. 
Senator  Wamh.  What  are  the  prices  at  the  wholesale  places  ? 
Mr.  Coleman.  I  have  not  a  train  similar  to  this  at  the  wholesale 
price. 

Senator  Walsh.  How  much  is  added  to  the  price  of  the  train  that 
you  sell  in  America  to  the  wholesaler  and  how  much  is  added  to  the 
Oerman  trains  ? 

Mr.  Coleman.  Well,  I  should  say  approximately  40  to  50  per  cent. 
Oh,  wait  a  minute.     I  am  taking  it  from  the  sale  price.     It  is  66 § 
per  cent  of  the  cost. 
Senator  Smoot.  That  would  be  the  minimum,  would  it  not  ? 
Mr.  Coleman.  That  would  be  the  minimum. 

Senator  McCuMBER.  At  what  price?  Did  I  understand  you  to 
^ay  there  is  only  66  §  per  cent  added  to  th6  retail  price  above  the 
wholesaler  ? 

Mr.  Coleman.  Yes.  Take  the  train  here,  which  costs  landed  in 
Vw  York  $10  a  dozen,  and  sells  in  New  York  all  the  way  from  $1.25 
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to  $1.50;  in  other  words,  the  trc^  that  costs  them  SIO  sdis  frr^a 
$15  to  $18  a  dozen.. 

Senator  MoCumbeb.  To  whom? 

Mr.  Coleman.  To  the  consumer — the  purchaser.  'Die  reUilf' 
adds  at  least  669  P^i*  cent. 

Senator  MgCumbeb.  The  reason  I  inquired  into  the  66}  per  cm 
is  that  I  bought  one  like  that  the  other  day  and  paid  S6.  That » 
just  a  few  days  ago.     That  is  more  than  66}  per  cent. 

Mr.  Coleman.  It  probablj  was  a  better  make  of  train. 

Senator  McCumbeb.  I  thmk  not. 

Mr.  Coleman.  Here  is  a  train  that  I  paid  $1.25  for,  and  here  b  t 
train,  of  American  make,  which  was  bought  for  $1.25.  As  I  htv^ 
already  said,  this  one  has  an  automatic  trip  on  it,  aa  additiou! 
feature. 

As  to  our  factory,  at  the  beginning  of  the  year,  in  order  to  kr^ 
our  people  employed,  we  started  with  3,000  trains  per  day.  Wf 
kept  that  up  until  April,  when  we  got  down  to  2,000  trains  per  dft,^ 
In  June  we  cut  the  number  down  to  1,000  trains  per  day,  and  ••:. 
July  1  we  stopped  production.  During  this  time  the  cost  of  tb* 
German  mark  fell  from  $1.65  per  hundred  marks,  in  February.  t« 
$1.25  per  himdred  marks  at  the  present  time.  The  cost  of  th* 
German  goods  landed  here  fell  and,  naturally,  the  cost  being  les^.  t^^ 
duty  was  less,  so  that  the  two  things  were  against  us. 

During  the  first  six  months  of  the  year — and  I  have  taken  the^ 
figures  from  the  report  of  the  Bureau  of  Foreign  and  Domesii- 
Commerce — the  cost  of  toys  increased  from  $333,000,000,  in  Januan 
to  $607,000,000  in  May. 

For  the  last  11  months,  ending  in  May,  the  total  imports  of  u>y* 
into  this  country,  according  to  the  report  of  the  Bureau  of  Foreir 
and  Domestic  Commerce,  amounted  to  $9,122,000.  For  the  sam^ 
period  of  a  year  ago,  ending  in  May,  1920,  the  imports  were  <mh 
$4,931,000. 

Senator  Wal^h.  What  do  these  statistics  show  for  the  same  pi^n*"*: 
in  1914? 

Mr.  Coleman.  I  have  not  the  same  11  months  for  1914,  but  f*' 
the  year  1914  the  total  was  practically  $8,000,000,  or  a  little  ox*-- 
$7,000,000. 

Senator  Walsh.  What  will  be  the  total  for  this  year  at  the  rati* 
named  ? 

Mr.  Coleman.  Well,  it  is  a  little  bit  difficult  to  tell.  You  mean  ^■ 
taking  up  to  June  i 

Senator  Walsh.  Yes. 

Mr.  Coleman.  It  would  be  approximately  $10,000,000.     It  L<  "v-: 
$9,000,000.     And  there  is  the  point.     You  can  see  for  yourself  i^ 
way  imports  are  jumping.     In  April  it  was  $3H2,000,000,  and  .: 
May,  $607,000,000.     Now,  the  imports  are  just  beginning. 

Senator  Smoot.  You  said  millions.     You  meant  diousands  i 

Mr.  Coleman.  Yes,  thousands. 

Senator  Simmons.  \Ir.  Coleman,  will  you  answer  this  question: 

Mr.  CoLEMAX.  Yes. 

Senator  Slmmons.  What  is  your  price  now  compared  with  i'- 
price  you  sold  goods  at  in  191S,'  1919,  and  1920  ? 
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Mr.  C6LE»JtANrit  is  difficult  fbl-  me  to  say  jtist  what  they  were 
r>ld  for  in  1918  and  1919.  In  1920  they  were  approximately  15  per 
ent  less.  " 

Senator  Simmons.  You  do  not  know  how  much  less  than  in  1919  ? 
Mr.  Coleman.  They  are  about  the  same  as  in  1919. 
Senator  Simmons.  In  other  words,  you  reduced  the  price  15  per 
«nt? 
Mr.  Coleman.  From  a  year  ago  at  this  time;  yes. 
Senator  McLean.  What  is  the  cost  of  production  as  compared 
^ith  1914  i 

Mr.  Coleman.  Well,  judging  by  labor,  our  cost  of  production  is 
Dver  100  per  cent  more. 

Senator  McLean.  And  what  is  the  cost  of  production  in  Germany 
as  compared  with  1914  ? 

Mr.  Coleman.  That  I  can  not  tell  you,  but 

Senator  McLean.  If  it  has  doubled  here  and  has  doubled  there, 
you  would  double  the  difference,  wouldn't  you  ? 

Mr.  Coleman.  Yes,  sir.    But  there  is  a  difference  in  the  depreci- 
ated exchange. 

Yesterday  while  I  was  listening  to  the  hearings  before  this  com* 
mittee  I  heard  one  of  the  gentlemen  say  that  the  wages  in  Germany 
in  the  industry  in  which  I  am  interested  were  only  one-fourth  of 
what  the  prewar  wages  were. 
Senator  McLean.  I  do  not  know  that  it  has  doubled  there. 
Mr.  Coleman.  No.  I  do  not  know  the  facts.  I  simply  mentioned 
what  was  said  by  the  gentleman  yesterday. 

Senator  McLean.  But  if  it  is  has  doubled,  you  would  have  to 
double  the  cost  of  production  ? 

Senator  Simmons.  It  was  said  before  the  war,  as  I  remember  it, 
that  the  wages  over  there  then  were  starvation  wa^es.     In  view  of 
that  statement,  I  do  not  know  how  they  are  living  there  now. 
Mr.  Coleman.  That  is  quite  a  question. 

Senator  Simmons.  I  have  heard  the  argument  made  again  and 
again,  especially  before  the  war,  that  the  wages  there  were  starvation 
wages.  Now,  if  they  are  one-quarter  as  high  as  they  were  then,  it 
seems  to  me  that  makes  a  strikmg  situation. 

Senator  McCumber.  I  though  that  before  the  war  the  Germans 
were  more  prosperous  than  they  have  ever  been. 

Senator  Simmons.  Well,  the  statement  was  made  that  the  wages 
were  starvation  wages. 

Mr.  Coleman.  I  referred  to  what  one  of  the  gentlemen  said  yes- 
terday in  regard  to  what  the  workmen  were  getting  before  the  war 
as  compared  with  what  they  are  getting  now. 
Senator  Smoot.  But  that  comparison  is  on  a  gold  basis. 
Mr.  Coleman.  Yes;  on  a  gold  basis. 

Senator  Smoot.  He  can  purchase  three  times  the  amount  of  goods 
in  Germany. 
Mr.  Coleman.  But  it  is  German  wages  we  have  to  compete  with. 
Senator  Smoot.  He  is  not  getting  fewer  German  marks  than  before. 
Mr.  Coleman.  Oh,  no. 

An  objection  to  the  American  valuation  which  has  been  presented 
repeatedly  is  that  the  American  value  will  not  be  known  in  time  to 
enable  him  to  quote  definite  prices  to  his  customers.     So  far  as  toys 
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are  concerned,  our  prices  for  the  following  Christmas  are  announri-: 
to  the  trade  in  January  and  February  and  are  soon  known  to  \'u 
importer,  as  the  following  letter  illustrates.  This  letter  was  writtr'. 
to  me  by  another  toy  train  manufacturer  in  Chicago.  It  shon* 
clearly  just  how  confident  the  Germans  are  that  they  can  so  f^• 
undersell  us  that  they  can  completely  put  us  out  of  business.  Ih:- 
is  Mr.  Haffner's  letter.     He  says: 

I  know  you  wiU  be  personally  and  vitally  intereste<l  in  the  statement  mAtf)«'  t*»  • 
UTiter  by  John  Bing,  the  New  York  representative  of  Biiig  Hros..  toy  manufartTH^- 
of  Nuremburg,  Germany,  during  a  conversation  in  his  office  during  the  New  \''\ 
toy  fair. 

Mr.  Bing  produced  the  price  list  of  your  company,  the  Ives  ^fanufacturlng  i'<»»7»'^. 
tion.  and  my  concern,  the  Haffner  Manufacturing  Co.,  and  boasted  that  hi*  pri*-*-  •  ■ 
direct  competitive  numbere  of  toy  railroads  were  a  little  lower  than  the  lowest  pn  - 
of  the  American  tnuie  manufacturers,  and  he  could  have  sold  at  conaideimbly  !•»»' 
prices  than  he  did  if  it  were  necessary  to  get  the  business. 

I  believe  you  realize  fully  the  seriousness  of  surh  competition,  which,  of  <«oiir>* 
possible  only  because  of  the  depreciation  in  exchange  of  the  (rorman  mark. 

Several  of  our  customers  stated  to  me  on  a  recent  trip  that  their  German  toy  iniT» ' 
tations  coet  them  landed  at  United  States  ports,  duty  paid,  less  than  3  cent^  per  m**- 

In  other  words,  they  are  underselUng  us  now  in  order  to  gpt  i*i 
business.     He  was  out  to  get  the  profit. 

Senator  Smoot.  That  is  the  way  they  will  all  do  in  Germany. 

Mr.  CoLKMAN.  Yes. 

Gentlemen,  the  only  thing  that  will  save  the  American  toj-  indu>tr} 
from  the  present  abnormal  low  wages  abroad  and  depreciated  ex- 
change is  to  adopt  the  American  valuation  plan  and  base  your  duti'* 
on  cost  of  similar  merchandise  in  this  country. 

The  American  valuation  will  make  duties  equal  from  all  counini** 
regardless  of  the  cost  of  production  or  depreciation  in  their  exchanj?- 

American  valuation  will  avoid  undervaluation  and  fictitious  vtlu- 
ations.  The  same  John  Bing  who  was  referred  to  in  Mr.  Haffner- 
letter  is  the  head  of  a  $10,000,000  toy  combine  in  Germany  that  mana- 
factures  goods  practically  exclusively  for  export  through  himself 
This  being  the  case,  he  can  establish  a  selling  price  for  himself  abntai 
at  whatever  he  pleases  and  make  his  profit  on  the  sale  of  goods  in  tb^ 
country  after  he  has  brought  them  in  at  a  value  which  does  not  in- 
clude all  of  the  real  costs  which  were  contemplated  when  the  present 
law  was  written. 

Senator  Simmons.  You  say  the  American  valuation  will  nvou* 
undervaluation.  Don^t  you  think  that  it  would  sometimes  resuh  -.n 
gross  overvaluation  in  order  to  increase  the  tariff  rates  i 

Mr.  Coleman.  What  is  that  t 

Senator  Simmons.  Will  it  not  sometimes  result  in  gross  ovrr- 
valuation  in  order  to  increase  the  tariff  rates  t 

Senator  Smoot.  That  would  depend  upon  the  ad  valorem  nt— 
fixed. 

Senator  McLean.  And  it  would  depend  upon  foreign  compeliii«»' 

Mr.  Coleman.  This  same  John  Bing.  as  I  have  said,  is  the  head  nf 
a  $10,000,000  toy  corporation  or  combine  in  Germanv  that  man'.:- 
factures  goods  practically  exclusively  for  export  through  himself. 

Senator  ^Simmons.  Suppose  there  are  four  manuf}40turers  of  tram- 
Suppose  they  get  together  and  form  a  combine.  Thev  say.  *  r>* 
raising  the  price  of  our  toys,  we  can  increase  the  duty  of  the  German* 
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because  we  increase  the  value  at  which  the  product  will  be  appraised 
when  it  enters  the  country/' 

Mr.  Coleman.  All  right. 

Senator  Simmons,  ^lay  that  not  lead  to  overvaluation  ? 

Mr.  Coleman.  What  is  the  American  manufacturer  going  to  do  if 
he  keeps  raising  the  price  ?  If  he  does  that,  people  will  not  buy  that 
particular  toy;  they  will  buy  some  other  toy. 

Senator  Simmons.  I  do  not  know  that  the  American  people  will  do 
that  sort  of  thing.  They  seem  pretty  much  disposed  to  pay  whatever 
is  asked  if  they  want  the  article.  If  your  train  is  controlled  by  a 
monopoly,  3^ou  can  raise  the  price  as  much  as  you  please. 

Mr.  Coleman.  But  you  can  not  force  buyers  to  buy  it. 

Senator  Simmons.  But  vou  can  raise  it  as  much  as  they  will  stand. 
The  public  seems  disposed  to  stand  a  great  deal. 

Mr.  Coleman.  During  the  war  our  prices  advanced. 

Senator  Simmons.  Certainly  they  did. 

Mr.  Coleman.  Wait  a  minute.  They  advanced  less  than  80  per 
cent  over  the  prewar  prices.     Now,  there  are  a  few  commodities 

Senator  Simmons.  I  am  not  talking  about  that.  I  am  not  referring 
to  you  particularly. 

Mr.  (JoLEMAN.  You  spoke  of  us  train  manufacturers. 

Senator  Simmons.  I  said  if  you  combine. 

Mr.  Coleman.  There  are  few  items  that  I  can  find  the  price  of 
which  in  1920  had  not  been  advanced  more  than  80  per  cent  over  the 
prewar  value. 

Senator  McLean.  When  you  raise  the  price  you  get  an  increase 
on  account  of  the  difference 

Mr.  Coleman.  Yes. 

Senator  McLean.  And  just  as  soon  as  you  bring  about  that  in- 
crease it  works  to  the  advantage  of  the  German  manufacturers,  does 
it  not  ? 

Mr.  Coleman.  Certainly. 

Now,  may  I  refer  again  to  John  Bing.  I  have  said  that  as  the 
head  of  a  $10,000,000  combine  in  Germanv  he  manufactures  goods 
practically  exclusively  for  export  through  nimself.  In  other  words, 
if  he  wants  to  do  so,  he  can  sell  goods  to  himself  at  less  than  what  it 
actually  costs  to  produce  in  Germany  and  then  make  a  profit  on  the 
selling  price  in  this  country.  Inasmuch  as  he  controls  the  factories 
the  profit  goes  to  him  and  ne  is  perfectly  satisfied. 

The  American  valuation  will  give  the  American  manufacturer  a 
chance  to  continue  in  business  instead  of  being  driven  from  his  own 
home  market,  because  of  the  fact  of  normal  low  cost  of  production 
abroad  and  depreciated  currency. 

American  valuation  will  not  mflate  prices  to  the  consumer.  Dur- 
ing the  war  the  American  toy  industry  grew  until  it  was  completely 
able  to  supply  the  home  market,  which  resulted  in  the  keenest  kind 
of  competition  among  American  manufacturers.  If  the  duties  on 
foreign  toys  were  assessed  on  American  valuation,  and  that  seems  to 
be  a  just  request,  we  should  have  an  opportunity  of  competing  with 
the  imported  goods  on  an  ecjual  basis.  It  would  be  real  competi 
tion  which  would  permit  a  rapidly  growing  industry  to  live. 

Senator  Simmons.  What  rate  of  duty  would  you  have  to  have, 
leaving  out  German  valuation,  in  order  to  protect  you  ? 
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Mr.  CoLEBiAi!^ .  I  would  not  iitteinpt  to  answer  offUluid,  because  I 
have  not  prepared  myself. 

Senator  Walsh.  According  to  these  prices,  it  wotild  be  about  2(ir 
per  cent. 

Mr.  Coleman.  It  would  be  something  like  that. 

Senator  Walsh.  These  trains  here  are  S5  per  dozen,  and  joo  saj 
you  make  and  sell  them  for  $10. 

Mr.  Coleman.  It  would  take  approximately  100  per  cent  on  tk 
article  that  costs  $5.  It  will  vary  with  different  articles,  of  coarse. 
It  is  difficult  to  tell. 

Senator  Simmons.  Would  you  say  that  with  the  American  valui- 
tion  of  40  per  cent  you  would  be  protected  ? 

Mr.  Coleman.  Yes,  sir. 

Senator  Simmons.  Without  the  American  valuation  probablj  w 
would  be  100  per  cent? 

Mr.  Coleman.  Yes,  sir. 

Senator  Simmons.  So  that  the  effect  of  the  American  valuation  m 
your  case  is  to  raise  your  potential  protection  from  40  per  cent  to  KNi 
per  cent  ? 

Mr.  Coleman.  Possibly,  in  the  one  individual  case;  but  that  b 
not  the  question.  As  I  say,  I  am  not  here  arguing  on  the  rate  ques- 
tion. It  is  not  so  much  the  question  of  what  the  rate  is.  We  woal<i 
be  satisfied  with  10  per  cent  if  that  would  give  us  sufficient  protection 

Senator  Simmons.  I  am  trying  to  find  out  what  protection  we  wiL 
give  you  by  the  adoption  of  the  American  valuation. 

Mr.  Coleman.  Yes. 

Senator  Simmons.  In  your  case  it  would  be  100  per  cent  as  against 
40  per  cent.  It  is  40  per  cent  in  the  bill,  but  potentially  it  is  equAl 
to  100  per  cent. 

Senator  Walsh.  I  am  going  to  ask  the  witness  to  leave  this  meiD<^ 
randum  with  us. 

Mr.  Coleman.  I  shall  be  very  glad  to  do  that. 

It  has  been  argued  that  because  our  present  system  has  been  ir. 
operation  for  over  100  years,  it  should  continue  indefinitely.  The 
same  argument  is,  of  course,  applicable  to  any  change.  And  fri»n: 
the  testimony  you  have  heard  of  experts,  you  can  see  that  they  ft< 
that  it  is  possible  in  a  short  length  of  time  to  have  the  new  law  workuc 
smoothly. 

The  importers  claim  tmder  American  valuation  they  could  not  xei 
what  their  landed  costs  would  be.  So  far  as  toys  go,  I  have  showii 
the  prices  can  be  ascertained  six  to  eight  months  ahead,  and  by  basin:: 
the  duties  on  American  valuation  the  importer  would  know  what  th' 
amount  of  the  duties  would  be.  The  uncertainty  due  to  fluctuatior 
in  exchange  would  be  eliminated. 

I  have  attempted  to  show  you  how  our  industry  has  expAn<leii 
while  German  competition  was  cut  off  by  war  conditions. 

I  have  also  shown  that,  in  spite  of  improved  manufacturing  metfat^i^ 
under  the  present  condition  of  abnormal  cheap  foreign  Tabor  aivl 
depreciated  currency,  the  foreign  manufacturer  is  able  to  under^li 
the  American  manufacturer. 

So  far  as  the  toy  industry  is  concerned,  I  think  that  I  have  sui  - 
cessfuUy  answered  the  objections  of  the  importers  to  .Viiienn«r 
valuation.  And  I  believe  that  if,  as  I  have  shown,  American  valuj. 
tion  is  practical  for  the  toy  industry,  it  can  be  worked  out  for  oth^r 
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industries  if  the  men  who  are  acqi^ainted  with  the  peculiar  cpnditions 
of  each  industry  are  called  in. 

Senator  Simhqns.  You  say  that  the  appraiser  would  kno'^^^the 
amount  of  protection  and  vou  would  know,  out  the  American  citiken 
buying   the  product  would  .not  know.    He  would  not  know  the 
amount  of  potential  competition  he  was  paying,  would  he  ? 
Mr.  Coleman.  Possibly  not. 

Senator  Sdcmons.  I  think  it  is  a  mighty  good  thing  to  let  the 
American  people  know  what  they  are  caUed  upon  to  pay. 

Senator  MgLiEan.  It  seems  to  me  that  this  American  valuation 
would  encourage  that  very  thing.     Now,  it  is  laid  on  the  wholesale 
price  in  this  country  ? 
Senator  Simmons.  Yes. 

Senator  McLean.  We  all  know  there  is  a  very  wide  spread  between 
the  wholesale  and  retail  prices.    The  profits  are,  in  some  cases, 
unconscionable.     If  we  published  the  wholesale  price  to  the  American 
people  wouldn't  the  tendency  be  to  reduce  the  retail  price  ? 
Mr.  Coleman.  I  would  not  be  surprised. 

Senator  Simmons.  There  is  not  likely  to  be  much  publicity  given 
to  that  matter. 
Senator  McLean.  Well,  I  think  the  American  people  to-day  are 

getting  restless 

Senator  Simmons.  Oh,  I  think  they  are,  too. 
Senator  McLean   (continuing).  Over  the  unconscionable  prices 
they  are  paying. 

Mr.  Coleman.  I  might  add  that  one  of  the  favorite  arguments  of 
the  jobber  or  retailer,  when  you  ask  why  they  prefer  to  get  imported 
merchandise,  is  that  they  can  make  a  bigger  profit.  I  might  add, 
also,  that  these  trains  which  I  procured  by  chance — I  ffot  them  with- 
out realizing  this  fact — had  no  marking  showing  the  country  of 
origin.  There  was  a  wrapper  on  this  package  here,  out  it  was  merely 
the  packing  wrapper  whicn  would  not  be  shown  on  the  retail  shelf. 
That  showed  that  it  was  made  in  Germany.  I  have  gone  over  the 
box  very  carefully.  Here  is  a  label  with  nothing  on  it.  There  is 
nothing  on  the  bottom  of  the  box;  nothing  on  the  cars,  and  nothing 
on  the  engines.     That  is  the  kind  of  competition  we  are  up  against. 

Senator  Walsh.  They  sometimes  mark  ^  American  tnanufac- 
turers'  names  upon  them,  do  they  not  ? 

Mr.  Coleman.  As  an  example  of  that,  I  might  cite  this :  The  Daisy 
Air  Rifle  is  made  in  Plymouth,  Mich.  That  company  out  there  had 
some  air  rifles  returned  to  it  to  be  repaired.  They  were  sent  to  the 
repair  department.  The  report  came  down  that  these  rifles  were 
not  made  on  their  dies.  The  head  of  the  concern  went  up  and  he 
j^aid,  *'  I  can  not  imderstand  that;  they  are  Daisy  Air  Rifles.  Inves- 
tigation of  the  matter  showed  that  they  were  made  in  Japan  and  that 
every  single  part  had  been  duplicated. 

Senator  TValsh.  They  also  make  Spalding^s  baseballs  and  bats. 
Have  you  been  in  the  export  business  ? 
Mr.  Coleman.  Yes. 

Senator  Walsh.  Of  course,  during  the  war  that  business  increased  ? 
Mr.  Coleman.  Yes. 
Senator  Walsh.  How  much  ? 

Mr.  Coleman.  Our   total   export   business   last   year   was   over 
S150,000.     I  am  including  Canada. 
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Senator  Walsh.  What  was  it  in  1914? 

Mr.  Coleman.  Nothing. 

Senator  Walsh.  To  what  countries  did  you  export  ? 

Mr.  Coleman.  Practically  every  country  on  the  globe — Souir 
America,  South  Africa,  China,  etc. 

Senator  Smoot.  How  man}'-  foreign  orders  have  you  now  < 

Mr.  Coleman.  We  have  none,  with  the  exception  of  ofte  <»nl»' 
from  England. 

Senator  Smoot.  Does  that  amount  to  very  much  ? 

Mr.  Coleman.  Approximately  $5,000. 
'    Senator  Walsh.  That  is  the  amount  of  this  year's  bnGtiness  i 

Mr.  Coleman.  Yos. 

Senator  Walsh.  This  year's  business  ? 

Mr.  Coleman.  That  is  practically  all  we  have  to-day.  We  hh\' 
had  a  few  sample  orders.  We  still  have  some  of  our  CHnH4liHi. 
business. 

.  Senator  Simmons.  Have  you  made  an  effort  to  put  go<Kl-$  on  iIm 
foreign  market  ? 

Mr.  Coleman.  Yes:  during  the  war  and  up  to  the  present  lin.» 
we  have  spent  over  $10,000  in  advertising.     We  spent  $3,0<)0  in 
making  spet'ial  desi<m  cars. 

Senator  Simmons.  Did  you  sell  any  to  England  durini*  the  warf 

Mr.  Coleman.  Yes. 

Senator  Stmmons.  Howmanv? 

Mr.  Coleman.  You  probably  know  that  thev  had  an  embai^o  pnr 
of  the  time.  You  could  not  take  to\s  int-o  Knc^land.  In  1015  »»• 
shipped  approximately  S7,000  or  $8,000  worth  of  goods  into  England 
I^ast  year  we  had  ordei-s  for  over  $30,000  of  goods  for  England 
Subsequently,  their  order  was  canceled,  when  German  gomls  h«»ffiin 
to  come  into  the  market. 

vSenator  McLean.  Has  England  an  embargo  on  German  toys  now' 

Mr.  Coleman.  I  can  not  tell  vou.     Thev  na\e  had  it. 

vSenator  Walsh.  This  condition  to  which  you  refer  is  duo  to  n«'« 
competition  since  the  war,  and  also  to  curtailment  of  purchasirc 
power  ? 

Mr.  (^OLEMAN.  Yes;  in  part. 

I  than^k  vou. 

The  (^ilvirman.  We  will  now  hear  from  Mr.  eJoseph  F.  Lorkott 
Mr.  Locket t  was  on  yesterday's  calendar,  but  at  the  recjuest  of  S^^nn- 
tor  Walfili  he  was  carried  over  until  to-dav. 

Mr.  Locke tt.  vou  reside  in  the  city  of  Kew  York,  do  you  not ' 

\rr.  rx)t'KEiT.  ITiat  is  a  mistake,  Mr.  Cliairman:  1  am  fn>ni 
Boston. 

STATEMENT  OF  JOSEPH  F.  LOCKETT,  BOSTON,  MASS.,  GOVI- 
SEL  FOR  NEW  ENGLAND  IMPOKTEES  AND  TKADEBS*  ASSO- 
CIATION  (INC.), 

Mr.  Loc'KEiT.  I  am  a  lawvor  and  am  counsel  for  the  New  Engliin'J 
Iniporters  and  Traders*  A.-^sociation  (Inc.). 

The  Chairman.  In  what  line  of  endeavor  are  they  enga^wi  f 
Mr.   LocKETi'.  In  imp(»rtin«^  various  kin<ls  of  merchandise  whi'*'* 
comes  into  New  En<i;land.     This  or<j;anization  has  100  member*  a'- ■ 
is  incorporated  inuler  the  laws  of  the  State  of  Massachusetts.    Otir 
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I>resident,  Mr.  Tlieodore  Jones,  of  Jones,  McDuffoo  &  vStratton  Co., 
unci  our  secrotary,  Charles  L.  McAleer,  of  Jordan  Marsh  Co..  both  of 
Boston,  Mass.,  are  the  comraitteo  who  are  with  me. 

Th<».  Chairman.  Will  you  submit  vour  remarks  as  briefly  as  possible, 
Mr.  T^K'kett? 

Mr.  LocKETT,  Mr.  Chairman,  I  shall  bo  very  brief,  for  I  appreciate 
the  patience  of  the  committee  and  the  fact  that  there  are  many  other 
witnt*sses  yet  to  be  called  upon. 

^fy  remarks  will  be  addressed,  not  to  any  particular  industry,  but 
lar|»ely  in  reply  to  and  against  some  of  the  arguments  which  have 
been  made  by  the  proponents  of  this  legisUition.  My  remarks  will 
he  largely  upon  the  legal  phases  of  the  (luestion. 

The  Chairman.  You  are  opposed  to  tne  legislation,  are  vou  ? 
Mr.  LocKETT.  Yes;  we  are  most  decidedly  and  vehemently  opposed  ' 
to  the  enactment  of  the  proposed  bill. 

Senator  Simmons.  Speak  out  boldly.     You  may  not  have  many 
supporters  here,  but  you  will  find  a  few. 

3ir.  LocKETT.  I  think  you  will  have  no  trouble  hearing  me,  Senator. 
At  the  outset,  Mr.  Chairman,  I  think  it  is  a  safe  assertion  that  the 
theory  of  any  protective  tariff  bill  is  to  provide  for  the  difference  in 
the  cost  of  proouction,  or  the  cost  of  labor,  as  between  foreign  markets 
and  the  home  market.  With  that  view  in  mind,  there  has  been  a 
tendency,  I  think,  upon  the  part  of  the  American  manufacturers 
interested  in  this  matter  now  before  the  committee,  to  be  very 
zealous  in  their  desire  to  continue,  if  possible,  the  maintenance  of 
high  prices  and  large  profits,  all  of  which  does  not  work  out  to  the 
benefit  of  the  ultimate  consumer,  notwithstanding  the  fact  that  the 
American  laborer  may  be  employed  at  a  reasonable  and  profitable 
wage. 

The  proponents  of  this  legislation  have  advocated  the  adoption 
of  this  method  upon  two  bases  or  for  two  reasons. 

.  The  first  is  the  need  of  greater  protection  because  of  the  depre- 
ciation in  foreign  currencies.  They  claim  the  American  manufacturer 
and  the  laborer,  likewise,  is  thus  not  receiving  the  same  degree  of 
protection  which  he  would  otherwise  have  received,  or  is  entitled  to 
receive,  when  the  exchange  is  normal  under  the  theory  of  any  pro- 
tective tariff  bill. 

With  that  phase  of  the  discussion  I  shall  not  take  the  time  of  the 
committee,  because  Mr.  Doherty,  who  is  to  follow  me,  is  counsel  for 
the  National  Council  of  American  Importers  and  Traders,  the  head 
office  being  in  New  York,  and  he  is,  perhaps,  one  of  the  best-posted 
men  in  this  country  upon  this  situation,  and  he  will  address  the 
committee.  I  may  add  that  anything  he  says  with  regard  to  that 
situation  has  the  approval  of  our  association. 

The  second  proposition  which  has  been  advanced  by  the  pro- 
ponents of  this  measure  has  for  its  founciation  the  alleged  under- 
valuation now  existing. 
1  have  tried  very  hard  to  read  all  of  the  testimony  which  has  been 

?rinted  by  this  committee,  and  I  attended  the  hearings  here  on  last 
Wednesday  and  yesterday,  but  I  have  not  as  yet  seen  a  single  instance 
of  any  concrete  proposition,  the  name  of  any  particular  importer,  or 
the  value  of  the  merchandise  upon  which  it  has  been  alleged  under- 
valuation has  taken  place. 
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The  discussion,  so  far  as  I  have  been  able  to  see  it,  has  bem 
entirely  academic. 

When,  as  has  been  said  by  Mr.  Bursess  in  his  testimony  before  thii 
committee,  it  is  alleged  that  there  has  been  an  undenraluatioD  (»f 
about  25  per  cent,  it  seems  to  me,  Mr.  Chairman,  that,  in  the  mterp<t 
of  fair  play,  in  the  interest  of  the  importers,  and  to  show  their  p^< 
faith,  that  25  per  cent  should  be  carefully  investigated  to  see  whether 
or  not  it  really  exists. 

I  am  going  to  refer  for  a  moment  to  the  testunony  of  Mr.  Bui^- 
given  at  the  hearing  on  June  25,  at  which  time,  if  I  correctly  interpr^* 
what  he  said — and  I  shall  not  attempt  to  read  his  testimony  v^r- 
batim — it  means  that  this  percentage  of  25  per  cent  of  under- 
valuation was  based  upon  the  fact  that  out  of  a  certain  prop>rii«': 
of  invoices  which  he  may  have  seen,  or  of  which  he  had  knowleopo,  ihf 
importer  raised  his  value  upon  entry,  and  because  the  import#*Tv 
complied  with  the  law  by  entering  his  goods  at  what  he  supposeti 
was  the  market  value,  Mr.  Burgess  alleges  that  this  in  and  of  \i<Ai 
is  evidence  of  undervaluation. 

The  law  prescribes,  if  the  committee  will  bear  with  me  for  i 
moment,  that  the  consular  invoice  must  set  forth  the  contract  pri* »- 
for  the  goods.  The  law  also  provides,  as  you  gentlemen  well  lan»^ 
that  the  duty  is  to  be  paid  at  the  price  at  which  the  merchandise  > 
being  freely  oflfered  for  sale  in  the  markets  abroad.  The  importer  i** 
obliged  upon  entry  to  raise  his  purchase  price  to  equal  that  of  th* 
foreign  market  value,  and  unless  he  does  this,  and  tne  Govemmeni 
afterwards  raises  the  value,  and  the  case  after  soin^  to  the  courts  i? 
eventually  decided  against  the  importer,  a  penidty  is  assessed  in  ih- 
sum  of  1  per  cent  for  every  1  per  cent  that  the  appraised  higher  value 
exceeds  tne  entered  value.  The  penalty,  as  it  is  called,  is  appli^-^l 
to  the  appraised  value.  The  difference  in  duty  between  the  apprwsetj 
and  entered  value  upon  the  particular  commodity  is  likewise  asses?^! 
at  the  rate  of  duty  applicable  to  the  particular  commodity.  So.  j: 
cases  decided  agamst  the  importer,  the  Government  is  enriched  by 
the  payment  of  the  penalty  and  by  the  payment  of  the  amount  ♦•{ 
difference  in  duty  between  the  appraised  and  the  entered  Taloe^  «« 
the  commodity  in  question. 

Senator  Watson.  Do  you  think  the  difference  in  exchange  hi> 
anything  to  do  with  the  tariff? 

Mr.  LocKETT.  I  do  not  want  to  discuss  that  if  I  can  help  it.  Senator. 
I  want  to  confine  myself  to  another  phase  of  the  question.  Mr 
Doherty  is  going  to  discuss  that  matter.  PerhapA  you  were  not 
here  when  I  made  that  statement.  If  it  is  agreeable  and  vou  will 
not  think  me  impolite,  I  would  prefer  to  leave  that  to  Mr.  I)ohert\. 

Senator  Watson.  Oif  course;  proceed  in  your  own  way,  sir. 

Mr.  LocKETT.  So,  therefore,  before  this  committee  seriously  <'*>r.- 
siders  anything  which  has  been  said  with  respect  to  the  alleeed  under- 
valuation the  committee  should  ascertain  and  determine  what  unrfrr- 
valuation  really  is. 

I  would  define  it  about  as  follows:  Undervaluation  is  wherr  an 
importer  has  deliberately  intended  to  defraud  the  Govenuwn: 
by  not  entering  his  goods  at  the  value  prevailing  in  the  foreign  homf 
market,  he  knowing  what  said  value  is  at  the  time  he  makes  bi< 
entry.     I   think   the  word   *^ undervaluation"   unexplained  implied 
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fraud  upon  the  part  of  an  importer.  In  this  connection  I  want  to 
say  the  Government  has  the  power  to  reUquidate  any  entry,  after  one 
year,  where  fraud  is  shown. 

While  I  do  not  happen  to  have  the  statistics  at  hand,  I  know  that 

in  the  port  of  Boston  these  cases  are  very  rare.     At  the  port  of  New 

York,  which  is  a  large  port  of  entry,  such  cases  may  be  more  common. 

Senator  Walsh.  We,  in  Massachusetts,  have  retamed  our  Puritan 

virtues. 

Senator  McLean.  That  is,  you  let  them  in  on  the  invoiced  val- 
uations ? 

Mr.  LocKETT.  Not  necessarily.     It  depends  upon  the  fact  as  to 

whether  or  not  the  invoice  price  is  the  market  price.     I  say  that  in 

Boston  a  man  may  enter  his  goods  at  the  market  price.     We  will 

assume,  for  instance,  that  he  has  raised  the  value  upon  entry.     If 

he  does  raise  the  value  of  his  own  volition  there  is  no  penalty.    The 

local  appraiser  has  the  right  to  appraise  that  merchandise,  and  when 

he  has  aone  so,  if  that  appraisement  is  higher  than  the  entered  value 

of  the  importer,  then  the  importer  has  recourse  to  the  courts.     He 

may  then  go  before  one  of  the  judges  of  the  Board  of  United  States 

General  Appraisers.     Undoubtedly  some  of  you  gentlemen  know 

some  of  them.     Judge  Fischer  is  one  of  them.     There  is  a  further 

appeal  by  either  the  Government  or  the  importer  from  the  decision 

of  the  one  judge  to  a  board  of  three  other  judges,  and  by  protest  the 

case  may  eventually  go  to  the  United  States  Court  of  Customs 

Appeals. 

So  I  contend  that  this  talk  about  imdervaluation  has  become  an 
obsession,  I  think,  with  some  American  manufacturers.  The^  have 
heard  of  it  so  long  by  others  that  they  really  do  believe  it  exists. 

So  far  as  I  can  find,  there  is  not  any  evidence  before  the  com- 
mittee of  undervaluations. 

The  statement  of  Mr.  Burgess,  on  page  33  of  the  printed  record, 
is  deserving  of  some  comment.  Wherie  the  importer  has  honestly 
complied  with  the  law  and  has  deliberately  raised  the  price  to  equal 
the  foreign  market  value,  that  can  not  be  considered  undervaluation. 
The  only  way  to  get  at  undervaluation  is  to  find  those  cases  reliqui- 
dated  after  one  year  and  those  other  cases  in  which  there  has  been 
evidence,  outside  of  the  official  record,  to  indicate  that  was  an  intent 
to  defraud  the  Government. 

Mr.  Chairman,  in  answer  to  the  question  asked  yesterday  by 
Senator  Dillingham  of  a  gentleman  representing  the  Ajnerican  Tex- 
tile Co.,  I  want  to  say  this.  The  Senator  asked  for  some  instance 
where  undervaluation  had  occurred  and  in  what  way  it  affected  his 
business.  This  witness  did  not  attempt  to  define  undervaluation  or 
to  refer  to  any  particular  instance.  The  fact  simply  is  that  he  be- 
lieved that  American  valuation  had  come  to  be  quite  a  factor  in  this 
matter  without  being  definitely  able  to  put  his  finger  upon  any 
alleged  undervaluation  of  merchandise  which  came  into  competition 
with  his  manufactured  product. 

Mr.  Burgess  was  asked  by  Senator  Simmons,  as  I  recall  the  testi- 
mony, if,  during  previous  discussions  relative  to  a  revision  of  the 

Senator  Simmons  (interposing).  It  was  the  emergency  tariff. 
Mr.  LocKETT.  I  understood  you  to  refer  to  the  revisions  in  1909 
and  1913. 
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At  any  rate,  Senator  Simmons  asked  a  question  as  to  whether  ar. 
agitation  for  adoption  of  the  American  plan  had  not  been  prevalent 
for  many  years.  Now,  the  statement  has  been  repeatedly  maJ** 
as  you  Senators  know,  that  the  present  system  has  been  in  vopi' 
for  a  long  time.  That  statement  in  and  of  itself  is  not  an  insur- 
mountable objection  to  the  proposed  change.  There  is  nothing  ir 
the  record,  so  far  as  I  am  able  to  read,  tending  to  indicate  thu* 
undervaluation  exists  now  any  more  than  it  has  in  the  past;  that 
undervaluations  now  are  different  from  those  that  have  existed  (••: 
the  past  100  years.  So,  therefore,  the  alleged  undervaluation  <«f 
foreign  goods  is  not,  in  my  judgment,  a  factor  which  should  U 
seriously  considered  hj  this  committee  as  a  reason  for  this  change 
because  there  is  no  evidence  before  this  committee  upon  which  sucl 
a  finding  could  be  based.  The  statements  of  alleged  undervaluft- 
tions  are  mere  assertions,  mere  conclusions,  and  are  without  aoj 
real  basis  or  foundation. 

I  think,  also,  that  there  has  been  a  tendency  on  the  part  of  the 
American  manufacturers  to  believe  that  because  of  the  tremendcQ* 
depression  in  business  the  enactment  of  the  American  valuation 
plan  will  prove  to  be  a  panacea  for  all  ills. 

I  believe  it  was  Senator  Watson  who  on  yesterday  asked  one  f»f 
the  witnesses  what  proportion  of  the  business  depression,  so  called, 
he  would  attribute  to  the  importation  of  foreign  goods,  and  he  coolo 
not  give  a  definite  answer. 

Senator  Simmons.  If  you  should  take  the  testimony  that  we  heani 
while  considering  the  emei^ency  tariff,  in  connection  with  some 
testimony  as  to  me  low  costs  of  production  in  Germany,  you  wotiU 
find  there  has  been  an  increase  in  value  and  something  very  niffl 
akin  to  overvaluation. 

Mr.  LocKETT.  Yes. 

Senator  Simmons.  Witnesses  have  testified  here,  for  the  Gorern- 
ment,  that  German  values  in  the  port  of  New  York  were  somewhat 
higher  than  before  the  war,  and  if  they  are  making  things  at  a  lower 
rate  or  at  a  lower  cost  in  Germany  than  before,  those  values  most 
have  been  overvaluations. 

}At.  Lockett.  I  suppose  that  may  be  so,  Senator. 

Most  of  the  cases  which  I  have  tried  before  the  courts — and  I 
may  say  that  I  am  a  practicing  customs  attorney 

Senator  Simmons.  There  was  some  intimation  when  we  were  taking 
that  testimony,  as  I  recall  it,  that  they  had  deliberately  valued  the 
goods  imported  at  higher  rates  because  they  wanted  to  get  the  prire 
up  as  near  as  possible  to  the  price  in  America. 

Senator  Watson.  That  evidence  was  adduced  under  the  dumping 
provision. 

Senaror  Simmons.  Yes;  under  the  dumping  provisions.  In  other 
words,  they  were  coming  over  here  and  they^  wanted  to  get  full 
advantage  of  the  high  market  prices,  and  put  on  a  high  value,  pn»b" 
ably  a  much  higher  value,  than  in  Germany. 

lir.  Lockett.  Of  course,  Congress  took  cognizance  of  that  f***^ 
by  providing  that  the  export  value  should  be  used  for  dutiable  pur- 
poses when  said  value  is  higher  than  the  home  market  price. 

Senator  WaTvSON.  That  is  a  permanent  provision^ 

Mr.  LocKEiT.  That  is  a  permanent  provision. 
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From  a  reading  of  the  record  I  should  say  that  these  alleged  under- 
valuations are  charged  merely  in  cases  where  a  man  has  complied 
vith  the  law.  There  is  a  wide  variance  in  the  testimony  oi  the 
xperts. 

I  believe  it  has  been  testified  to  that  the  alleged  undervaluation 
vas  something  less  than  one-tenth  of  one  per  cent,  while  Mr.  Burgess 
)ut  it  as  high  as  25  per  cent.  I  contend  that  before  you  can  go  to 
he  people  <3  the  country  and  give  them  as  a  reason  for  the  adoption 
>f  Ine  American  valuation  plan  that  it  is  to  prevent  undervaluation 
[he  committee  ought  to  be  supplied  with  more  concrete  evidence  of 
mdervaluation  than  has  been  presented  to  it  up  to  this  time. 

Let  me  make  iust  one  more  point.  I  do  not  like  the  reflection 
v^hich  has  recently  been  cast  by  these  American  manufacturers  who 
feel  they  are,  in  a  sense,  in  the  position  of  the  king  who  can  do  no 
wrtmg  and,  consequently,  are  not  subject  to  the  same  criticism  as 
s()me  other  people  are. 

On  page  44  of  the  record  of  these  hearings  Mr.  Burgess  made  this 
statement: 

Second,  the  possibility  of  securing  actual  dutiable  valuation  would  be  greatly 
decreased.  Instead  of  having  to  deal  with  foreign  manufactuJnerB  and  agents,  whose 
interest  is  to  misrepresent  and  who  usually  refuse  to  give  information  of  any  value, 
the  American  manufacturer  and  wholesale  dealers,  in  whose  interest  the  Government 
♦lejqres  the  information,  would  be  not  only  willing  but  anxious  to  furnish  such  infor- 
mation as  the  Government  would  require. 

I  can  not  let  that  statement  go  unchallenged  in  so  far  as  the 
people  whom  I  represent  are  concerned.  I  do  not  think  that  there  is 
any  reason  for  assuming  that  the  importer  deliberately  and  inten- 
tionally tries  to  evade  the  revenue  laws  of  the  country.  You  gentle- 
men know  the  importers.  You  have  seen  many  of  them  here.  I 
will  venture  the  suggestion  that  when  it  comes  to  the  question  of 
moral  turpitude  in  the  exercise  of  their  business  relations  with  the 
Government  and  with  the  people  generally  their  standin?  will  be 
quite  as  high  and  as  free  from  just  criticism  as  that  of  the  American 
manufacturers. 

Senator  McLean.  Where  a  man^s  treasure  is,  his  heart  is  apt  to  be. 

Mr.  LocKETT.  That  is  what  the  poet,  I  believe,  sang. 

Senator  Watson.  You  people  up  in  New  England  are  not  up  on 
the  poets. 

Mr.  LocKETT.  I  said  I  thought  it  was  from  a  poet  in  order  to  give 
it  some  standing. 

The  Chairman.  I  thought  that  it  was  original  with  Senator  Mc- 
Lean. 

Mr.  LocKETT.  Perhaps  it  is.  Perhaps  he  used  it  but  under  another 
name. 

Senator  McLean.  I  shall  be  glad  to  furnish  the  Chairman  with  a 
copy  of  the  original. 

Senator  Watson.  That  comes  from  the  Bible,  and  I  must  confess 
that  I  do  not  know  how  Senator  McLean  happens  to  know  about  it. 

The  Chairman.  The  witness  will  proceed.  We  will  have  the  regular 
order. 

Mr.  LocKETT.  Perhaps  the  irregular  order  is  better  and  more  inter- 
est'mg  than  the  regular  order. 

Senator  McLean.  The  point  is  you  want  to  get  your  goods  as 
<iveaply  as  you  can. 

sons— 21— FT  7 — 3 
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Mr.  LocKETT.  That  is  right.  We  want  to  get  them  in  hone»d}. 
though. 

Senator  McLean.  But  your  incentive  is  entirely  different  from  tk* 
which  actuates  the  other  man  ? 

Mr.  LocKETT.  Oh,  I  can  not  see  that  at  all. 

Senator  McLean.  You  are  a  commission  man) 

Mr.  LocKETT.  Not  necessarily,  Senator. 

Senator  McLean.  I  have  no  doubt  that  the  men  engaged  in  it  lu* 
honest  men,  but  the  incentive  is  directly  in  opposition  to  that  woi^L 
actuates  the  American  manufacturer. 

Mr.  LocKETT.  But  isn't  that  directly  contrary  to  your  quotau^r. 
of  a  moment  ago  ? 

Senator  McLean.  No;  because  your  treasure  is  abroad. 

Mr.  LocKETT.  Our  treasure  is  here.  Our  goods  are  here  and  (h:: 
treasure  is  here.  In  that  respect  the  importers  are  in  the  siu&f 
position  as  the  American  manufacturers.  Om*  goods  are  sold  hf^ 
and  our  profit  is  here. 

Senator  McLean.  No;  you  must  deal  in  American  made  goo*'*. 

Senator  Walsh.  The  purpose  of  this  bill  is  to  reverse  the  incentivf  * 

Senator  McLean.  I  prefer  to  give  the  benefit  of  the  doubt  to  th» 
American  manufacturer  rather  than  to  the  German  manufacturer. 

Senator  Walsh.  I  would  like  to  give  them  both  fifty-fifty. 

Mr.  LocKETT.  May  I  also  add  that  I  believe,  as  Senator  need  >Ai^ 
the  other  day  or  observed  in  answer 

The  Chairman  (interposing).  We  heard  Senator  Reed. 

Mr.  LocKETT.  May  I  just  use  this  for  purposes  of  illustration  ? 

The  Chairman.  It  would  seem  to  be  repetition. 

Mr.  LocKETT.  But  I  want  to  use  it  as  an  illustration. 

The  Chairman.  Well,  as  an  illustration  it  will  be  admittK 
proceed. 

Mr.  LpCKETT.  On  page  14  Senator  Reed  said: 

Well,  just  to  clear  it  up,  while  there  might  nqX  be  the  incentive  to  lower  the  coA 
production,  because  that  is  already  taken  care  of  Inr  the  desire  of  the  man  topfoJ  .^ 
goods  as  cheaply  as  he  can  and  make  as  much  profit  as  he  can,  it  is  neverthelev  tn.«> 
that  the  system  su^ested  would  have  a  tendency  to  remove  the  incentive  or  nereMt* 
for  lowering  the  price. 

I  think  that  i^  an  exact  summarv  of  the  situation. 

Senator  Smoot  had  called  attention  to  the  fact  previously  that  / 
would  not  necessarily  follow  that  the  price  would  be  hi^er.  b?;* 
Senator  Reed^s  definition  of  the  proposed  legislation  that  it  "woul'" 
have  a  tendency  to  remove  the  incentive  or  necessity  for  lowcnnc 
the  price,"  seems  to  express  it  exactly. 

The  CHAIRMAN.  That  remark  did  not  apply  to  dyestuffs. 

Mr.  LocKETT.  It  was  made  while  Mr.  Page  was  on  the  stand. 

The  Chairman.  Well,  we  have  that  testimony. 

Mr.  LocKETT.  Another  point  I  desire  to  make  is  this,  that  if.  undrr 
the  law  as  proposed,  prices  in  the  United  States  are  to  be  taken  a^  a 
basis  and  this  legislation  is  to  be  adopted,  I  surest,  Mr.  Chairman 
and  I  sinccrelv  hope  it  is  a  constructive  su^estion — that  it  would ^•^ 
wise,  fair,  and  just  to  enact,  as  a  part  of  the  law,  a  provision  whi**' 
will  shift  the  burden  of  proof  so  that  when  the  Government  rawos  ib« 
value  upon  appraisement  the  Government  will  have  to  ostabhsh  i^ 
case  before  the  courts  by  a  preponderance  of  the  evidence  that  iH** 
value  which  it  claims  is  correct.     That  is  the  reverse  of  the  pre>^n: 
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|>ractice.  It  seems  to  me,  under  the  proposed  law,  the  importer  is 
^)ing  to  be  put  at  a  decided  disadvantage  when  it  comes  to  trving  to 
;>ro ve,  as  he  now  has  to  under  the  present  law,  that  his  enterecl  value 
ivas  correct.  To  do  that  he  wouH  have  to  go  to  the  very  men — 
lealers  and  manufacturers — ^who  are  chieflv  responsible,  perhaps,  for 
tiaving  his  goods  advanced,  and  must  asfe  them  to  testify  or  sub- 
poena them  mto  court  to  testify  in  his  behalf.  This  would  be  unfair 
and  prejudicial  to  his  interests. 

There  has  been  a  great  deal  of  talk  and  testimony  before  this  com- 
mittee with  respect  to  the  inability  to  obtain  evidence  of  foreign 
value  abroad.  I  have  been  trying  customs  cases  for  many  years  and 
I  have  never  had  anv  difficulty.  I  might  say  that  I  have  had  no 
eases  covering  goods  /rom  Germany,  with  one  exception.  I  have  had 
no  difficulty  in  obtaining  information  as  to  foreign  values,  and  I  know 
that  the  Government  has  not,  in  the  cases  which  have  come  to  my 
knowledge,  had  any  difficulty  in  obtaining  information  about  foreign 
values. 

Mr.  George  C.  Davis,  with  Mr.  Otto  Fix,  who  has  done  and  is  still 
doing  a  very  constructive  work  in  charge  of  the  Certified  Valuation 
Report  Bureau  of  the  appraisers^  office  at  New  York  City,  gathers 
information  as  to  the  values  of  goods  entered  at  all  the  ports  in  the 
country,  which  information  is  disseminated  among  the  various  col- 
lectorsof  customs.  They  have  those  values,  so  that  when  the  Ameri- 
can manufacturers  come  to  you  and  tell  you  of  the  great  difficulties 
that  exist  in  obtaining  foreign  values  unaer  the  present  law,  I  think 
their  statements,  in  all  fairness,  may  be  said  to  be  largely  exaggerated. 
Senator  Watson.  We  will  be  compelled  to  have  a  higher  tariff. 
Mr.  LocKETT.  I  think  that  is  right. 

Senator  Watson.  Just  a  minute,  if  you  please.     We  will  be  com- 
pelled to  have  a  higher  tariff  on  account  of  German  competition  more 
than  on  account  of  any  other  competition  in  the  world,  with  the 
possible  exception  of  Japan. 
Mr.  LocKETT.  I  think  that'is  right. 

Senator  Watson.  Suppose  that  we  put  a  tariff  on  that  will  be  suffi- 
cient to  protect  the  American  manufacturer  from  the  German  com- 
petitor, wouldn't  that  shut  out  the  imports  from  every  other  country 
m  the  world  ? 
Mr.  Lockett.  It  might  and  it  might  not. 
Senator  Watson.  Wouldn't  it  be  an  absolute  prohibition  ? 
Mr.  Lockett.  It  might  or  it  might  not,  depen(ung  upon  conditions. 
Senator  Watson.  'No;  would  it  not  absolutely? 
Mrr  Lockett.  I  would  say  it  would  not  absolutely. 
Senator  Watson.  Why  not?    If  you  put  on  a  tariff  sufficiently 
liigh  to  protect  us  from  German  competition  and  the  German  manu- 
facturer is  producing  at  a  far  lower  rate  or  price  than  any  other  com-? 
p^titor,  then,  perforce,  would  not  that  prohibit  competition  from 
anv  other  country  in  the  world  ? 
Mr.  Lockett.  On  goods  coming  from  Germany  ? 
Senator  Watson.  Could  we  get  anything  from  Italy  or  England 
«r  France  under  those  conditions  ? 

Mr.  Lockett.  As  to  such  goods  as  were  made  in  England  and  not 
in  Germany. 
Senator  Watson.  But  what  are  they  ? 
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Mr.  LocKETT.  I  can  not  answer  offhand.  You  asked  me  if  iIi^t* 
would  be  an  absolute  prohibition.  I  do  not  think  there  would  U 
I  think  there  would  be  as  to  goods  coming  from  Germany  or  simiU 
goods  made  in  other  countries,  but  as  to  other  goods  not  made  ii 
Germany,  there  would  not  be.  Germany  does  not  make  ev^^rr 
kind  of  merchandise  in  the  world. 

Senator  Watson.  Not  every  kind,  possibly,  but  a  great  mar^ 
varieties. 

The  Chairman.  Are  you  nearly  through  ? 

Mr.  LocKETT.  One  more  word  and  1  shall  be  through.  I  thin^ 
a  word  or  two  should  be  said  in  behalf  of  the 

Senator  Simmons  (interposing).  Just  before  you  come  to  that:  1- 
Germany  making  sufficient  quantities  of  these  toys  to  supply  th 
American  market  entirely  ?  If  she  is  selling  at  so  much  lower  pn^^-- 
than  any  other  country  in  the  world,  then  we  would  likely  imp"**" 
only  from  Germany.  If  Germany  is  making  toys  way  under  wh«* 
England  is  making  them  for,  or  any  country,  and  the  door  is  op«  • 
to  Germany  in  this  country,  we  would  likely  import  only  fn-ri 
Germany. 

Senator  Watson.  It  would  be  true  up  to  the  point  of  the  supp' . 
made  in  Germany,  but  I  suppose  Germany  makes  only  about  ha.* 
enough. 

Senator  SimmoNvS.  There  is  no  question  about  her  ability*  to  mak- 
enough. 

Senator  Watson.  But  she  can  not  make  enough  to  entirely  suppi  ■ 
the  American  demand,  of  course. 

Senator  Simmons.  No;  I  suppose  not. 

Mr.  LocKETT.  In  conclusion,  it  seems  that  before  this  commit'* 
can  conscientiously  say  that  the  American-valuation  plan  is  t»»  t- 
adopted  the  committee  would  have  to  be  satisfied  from  the  eviden*  • 
just  as  it  would  be  necessary  for  a  court  and  jury  to  be  satisfied,  thx*. 
the  proponents  of  the  bill  have  made  out  a  good  case:  and  in  iha* 
connection  I  contend  that  the  burden  of  proof  is  upon  them  to  >li« ' 
that  the  change  will  be  beneficial  to  the  interests  of  all  the  citin^.- 
of  this  country.     I  think  that  they  have  not  made  out  a  ca^e  on  li* 
record.     But,  assumine  that  the  committee  differed  from  me  anr 
you  feel  that  a  case  nas  been  made,  I  would  like  to  suggest  th«' 
a  provision  for  the  estimation  of  the  value  upon  which  the  dut}  ^^ 
to  be  paid,  as  presented  by  experts,  is  a  much  oetter  provision  ainl  a 
much  clearer  provision  and  will  work  out  much  better  for  all  con- 
cerned than  the  provision  now  embodied  in  the  pending  bill. 

Senator  Walsh.  Will  you  draft  such  an  amendment  as  you  spea» 
of? 

Mr.  IjOCKETT.  I  shall  be  very  glad  to,  but  what  has  been  suggest**! 
is  merely  the  repetition  of  a  published  document. 

Senator  Simmons.  I  was  very  glad  to  hear  you  say  S4>meihia: 
about  the  importers.  The  importer,  I  may  say,  has  been  iitnU' 
suspicion  in  our  hearings  and  has  been  lookeciupon  as  an  undestn^' 
citizen.  If  we  eliminate  the  importer  altogether,  we  woultl  necr*- 
sarily  at  the  same  time  about  eliminate  the  exporter 

Mr.  Lockett.  I  do  not  see  how  you  can  help  it,  Senator. 

Senator  Walsh.  ^Vnd  I  do  not  think  there  is  any  desire  to  inipu(<- 
false  motives. 
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Senator  Simmons.  I  hare  heard  it  so  often  said  around  here  ''Oh 
roll,  that  comes  from  an  importer/' 

Mr.  LooKETT.  Yes;  that  is  true. 

The  Chairman.  I  want  to  assert  for  myself — and  I  hope  I  voice 
he  sentiments  of  the  committee — that,  notwithstanding  Senator 
uinmons's  statement,  I  am  approaching  these  questions  with  an 
^pen  miiid. 

Senator  Simmons.  I  think  the  chairman  is,  so  far  as  I  know. 

want  to  clear  him. 

The  CHAiRBiAN.  In  view  of  the  fact  that  the  chairman  has  been 
'leared,  the  committee  will  adjourn  at  this  time  until  2.30  o'clock 
his  afternoon,  at  which  hour  Mr.  Doherty  will  be  heard,  followed  by 
ither  witnesses. 

(Thereupon  at  12.25  o'clock  p.  m.,  a  recess  was  taken  until  2.30 
^Vlock  p.  m.  of  the  same  day.) 

AFTER   RECESS. 

The  committee  reconvened  at  the  expiration  of  the  recess.  Senator 
McCumber  presiding. 

Senator  McCumber.  The  committee  will  come  to  order.  Mr. 
Doherty,  I  believe  you  are  the  next  witness  on  the  list. 

STATEMEFT  OF  MB.  THOMAS  J.  DOHEBTT,  BEPRESEHTIVG 
THE  HATIOHAL  COTTITCIL  OF  AMEBICAV  IMPOBTEBS  AVD 
TBADEBS,  FLATIBOH  BXTILDIHa,  NEW  YOBK  GITT. 

Senator  Smoot.  What  is  your  residence,  Mr.  Doherty  ? 

Mr.  Doherty.  New  York  City. 

Senator  Smoot.  Whom  do  you  represent  ? 

Mr.  Doherty.  I  represent  the  National  Council  of  American  Im- 
porters and  Traders.  That  is  an  organization  that  has  at  present 
over  300  members  who  are  located  in  practically  all  the  large  cities  of 
the  country  and  in  some  of  the  smaller  cities. 

I  should  like  to  explain,  because  of  some  questions  relating  to  the 
(character  of  organizations  represented  here,  that  this  is  no  mushroom 
concern,  nor  was  it  formed  for  the  purpose  of  spreading  propaganda. 
In  the  early  part  of  this  year  when  some  proposed  legislation  was 
discussed  it  excited  a  great  deal  of  interest  among  those  who  were 
interested,  among  merchants  who  were  importing  foreign  merchan- 
dise, and  many  questions  were  asked  and  a  good  deal  of  correspond- 
once  ensued.     It  finally  became  obvious  that  it  was  necessary  for 
them  to  get  together  and  have  a  meeting  and  exchange  views  and 
determine  for  themselves  whether  any  of  this  proposed  legislation  was 
or  was  not  inimical  to  their  interests.     As  a  result  of  that  the  organi- 
zation was  formed,  and  it  is  incorporated  under  the  laws  of  the  State 
«f  New  York.     It  is  intended  to  be  a  permanent  organization  for  the 
purpose  of  rendering  what  services  we  can,  both  to  the  importing 
uaternity  and  to  the  Government,  in  connection  with  imported  mer- 
chandise.    From  the  appearance  of  things  I  am  inclinea  to  believe 
that  the  importers  wiU  need  all  the  assistance,  both  human  and 
divine,  that  they  will  be  able  to  sununon  to  their  aid. 

During  all  this  discussion  as  to  the  proposed  change  in  the  basis  of 
valuation  this  organization  did  not  take  any  stand,  because  the  pre- 
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amble  to  its  constitution  declares  that  it  does  not  and  will  not  i$kf 
any  stand  on  public  (questions  until  such  matters  have  been  fully  A* 
cussed  and  their  bearing  on  the  welfare  of  the  importing  interests  f ullr 
considered.  Consequently,  our  organization  did  not  go  on  reconl » 
to  this  matter  until  there  was  an  actual  concrete  piece  of  legislatioa 
presented. 

The  phase  of  the  domestic  valuation  question  that  is  presented  \- 
the  committee  is,  of  course,  contained  in  section  402  of  H.  R.  74-V 
which  directs  that  imported  merchandise  shall  be  appraised  for  daty 
on  the  basis  of  comparable  and  competitive  American  products;  aiiii 
briefly,  if  there  is  none  such,  then  the  appraising  officers  are  authom<>«! 
to  use  any  means,  or  all  means,  or  no  means  at  all,  to  determine  thf 
value.  Tlie  grant  of  power  to  these  appraising  officers  under  th* 
second  half  of  this  section  402  is  absolutely  ama^ng;  it  is  appalling 
and  so  is  the  responsibility  which  it  casts  upon  them.  ConsequoDtlr 
to  this  section  402  I  shall  address  my  remarks. 

Senator  Smoot.  You  would  not  object  to  having  an  amendment :«» 
the  House  provision  requiring  in  sucn  a  case  that  the  importer  mak- 
an  affidavit  as  to  the  price  at  which  the  goods  were  to  be  sold  i 

Mr.  DoHERTY.  Senator,  you  do  not  need  any  affidavit.  Th- 
trouble  is  that  the  importers  will  not  be  able  to  give  that. 

Senator  Smoot.  Are  you  opposed  to  that  ? 

Mr.  DoHERTY.  You  can  not  put  a  prophecy  in  an  affidavit. 

Senator  Smoot.  But  are  you  opposed  to  that  being  done  ? 

Mr.  DoHERTY.  Opposed  to  what  ? 

Senator  Smoot.  The  importer  making  an  affidavit  as  to  the  pric**  a* 
which  he  sells  the  goods  in  America,  just  the  same  as  he  is  compell*'! 
to-day  to  make  an  affidavit  as  to  what  the  invoice  price  is  in  foreir 
countries. 

Mr.  DoHERTY.  No;  there  would  not  be  the  slightest  objection  ' 
that  if  he  knew,  but  he  could  not  control  the  future  course  of  price>. 

In  respect  to  this  section  402,  it  is  utterly  impractical  and  im- 
practicable. It  is  unsound  economically.  It  is  not  in  harmony  win. 
the  canons  of  good  business  at  all.  And  without  making  the  languas*;: 
too  strong,  I  think  it  is  really  the  most  monstrous  piece  of  legislation 
that  has  ever  been  put  out  by  either  House  of  Congress  in  connection 
with  tariff  matters.     It  is  unworkable  as  it  stands. 

Senator  Smoot.  Otherwise  it  is  all  right  ? 

Mr.  DoHERTY.  I  have  a  few  more  things  to  say  about  it.  I  »ni 
going  to  point  out  categorically  some  of  the  objections  that  we  ht^^ 
to  this  section  402,  and  then  I  shall  discuss  them.  In  the  first  pU<*^ 
it  does  not  comport  with  the  facts  and  with  the  realities  of  interna- 
tional commerce.  It  does  not  fit  in  with  the  transactions  of  business 
life.  It  can  not  be  made  to  apply  to  business  as  it  b  conducted  an<: 
as  it  must  be  conducted.  Secondly,  it  will  undoubtedly  result  «5  i' 
stands  now  in  a  substantial  increase  in  commodity  prices,  and  xhtx 
jiist  at  a  time  when  labor  is  being  deflated,  wages  are  bein^  reduced 
and  then,  again,  it  will  arrest,  to  a  very  great  extent,  the  downwmi 
trend  of  commoditv  prices  to  a  normal  level.  It  will  bring  thi* 
result  because  it  will,  to  a  very  considerable  degree,  eliminate  foreipi 
competition. 

It  will  especially  hamper  and  restrict  international  commerce  in 
this  way:  A  great  deal  of  international  commerce  consists  of  thf 
taUng  of  orders  in  tl^s  country  for  goods  to  be  made  in  pursuance  of 
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hose  orders,  which  goods  are  not  m  stock,  but  which  have  to  be 
aade  and  will  not  enter  into  commerce  in  this  country  for  six  months 
>r  nine  months  after  the  orders  are  placed.  It  is  manifest  that  if  the 
)revailing  American  selling  price  at  the  date  the  goods  are  shipped 
rom  the  other  side  will  govern  the  basis  of  duty,  the  importer  can  not 
)ossibly  know  what  the  prices  prevailing  are  or  will  be  a  year  or  nine 
nontfai  hence.  Again,  if  there  is  no  comparable  American  article  at 
he  time  this  order  is  placed,  there  may  possibly  be  one  made  in  the 
nterim.  So,  therefore,  he  will  not  know  whether  his  goods  will  be 
ippraised  upon  the  basis  of  this  comparable  price  or  not. 

Kight  at  the  very  beginning  I  want  to  call  your  attention  to  the 
anguage  used  in  section  402.     It  says: 

Except  as  otherwise  provided  by  law,  the  word  "vahie"  wherever  used  in  this  act 
iT  in  any  other  law  relating  to  the  appraisement  or  the  classification  of  imported  m«rj 
rhandise  shall  mean  the  price  on  the  date  of  exportation  of  the  imported  merchandise 
ar  which  comparable  and  competitive  products  of  the  United  States  are  ordinarily 
sold,  etc. 

The  first  thing  is  what  do  you  mean  by  '' oomparabie  and  com- 
petitive"?   Apparently,  the  articles  must  be  both  comparable  and 
competitive.     Now,  what  is  the  meaning  of  ^'comparaole"?     Not 
one  of  the  proponents  of  this  legislation — and  bv  actual  count  you 
have  had  25  of  them  before  you — ^has  ventured,  on  a  definition  of 
*•  comparable '^  and  many  of  us  have  discussed  the  matter  over  and 
over  and  we  are  unable  to  find  out  the  meaning  of  the  word. .  There 
is  a  word  going  into  the  law  without  any  definition  attached  to  it,  a 
word  that  is  clearly  open  to  construction  and  to. varied  interpreta- 
tions, and  a  word  which,  of  course,  will  have  to  be  construed  by 
customs  examiners.     Frankly,  I  do  not  know  what  it  means,  and 
whatever  it  does  mean,  or  whatever  you  gentlemen  intend  it  to  mean, 
ought  to  be  put  into  the  statute.     Certainly  it  is  a  confession  of 
impotence  to  write  a  word  in  the  law  and  say,  "  We  will  get  the 
courts  to  decide  what  it  means."     You  must  imderstand  that  the 
function  of  the  courts  iii  such  cases  is  simply  to  give  effect  to  your 
intent.    Consequently,  it  must  be  your  intent  that  will  govern  the 
courts.    So  why  not  express  your  intent  right  now  ? 

Senator  McLean.  You  prevent  fraud  by  law,  but  you  do  not 
express  in  your  act  what  constitutes  fraud  'i 

Mr.  DoHEKTY.  Indeed  you  do.  You  will  find  it  in  this  tariff  act 
right  here,  in  two  sections. 

Senator  McLean.  Grenerally  speaking,  I  mean;  in  the  common  law 
and  the  statute  law  against  fraudulent  conveyances  and  all  kinds  of 
fraud  you  do  not  undertake  to  define  what  acta  shall  constitute 
fraud.    That  is  for  the  court  and  the  jury  to  decide. 

Mr.  DoAerty.  The  definitions  in  criminal  law  are  quite  concise 
and  precise  as  well,  and  certainly  no  man  was  ever  yet  convicted  of 
any  offense  unless  it  was  defined  in  the  law.  But,  nevertheless,  this 
word  ^' comparable '*  must  be  defined.  There  are  several  interpreta" 
tions  of  it,  several  possible  constructions.  It  may  mean  identity  or 
it  may  have  a  looser  meaning.  It  may  include  articles  that  are  not 
identical.  There  is  cause  for  litigation  right  away.  Supposing  you 
were  to  construe  it  as  meaning  identical;  mat  is,  iaentical  phvsicaJly. 
You  would  have  to  have  an  American  article  of  exactly  the  same 
materi^  and  the  same  size  and  for  the  same  use  and  having  all 
physical  features  exactly  alike.     If  you  were  to  limit  it  to  that  it 
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would  have  really  very  little  application.     It  is  astonishing  Ui  fiii>: 
from  the  research  we  have  made  how  very  few  articles  that  »r' 
imported  are  identical  with  ^articles  that  are  made  here.     Nenr. 
always  you  will  find  some  feature  that  distinguishes  them. 

Senator  McIiKAN.  You  have  to  find  the  market  value  in  furei^i 
countri?s  of  similar  articles. 

Mr.  DoHBRTY.  No;  we  find  the  market  value  of  the  particul&r 
article. 

Senator  McLean.  But  in  the  markets  of  the  world.  You  ma* 
have  articles  that  have  no  market  abroad ;  their  only  market  is  brr* 

Mr.  DoHERTY.  Yes.  We  do  not  have  to  compare  them  with  any- 
thing else.  We  do  not  have  to  determine  whether  they  are  o*>il- 
()aral>le  with  any  article  here.  In  all  cases  now  under  the  presei/ 
aw  the  act  of  appraisement  is  the  ascertainment  of  the  value  of  tK 
particular  merchandise  that  is  under  appraisement.     This  word "'  con:- 

? arable/'  Senators,  is  really  very  dangerous.     You  must  define  si 
on  must  say  what  it  means. 

Senator  M^cCumber.  What  suggestion  would  you  make  with  rpfrr- 
ence  to  a  definition  that  would  meet  your  views  ? 

Mr.  Doherty.  I  have  not  formed  any  views  on  that  particular' 
thing,  because  I  think  this  whole  section  is  not  workable  at  all.  I' 
can  not  be  made  to  run,  in  order  words.  If  you  wanted  to  exteD<i 
that  provision,  of  course,  you  would  have  to  use  some  such  words  a« 
''similar"  and  describe  the  particulars  in  which  the  similarities  mu>* 
be. 

Senator  McLean.  What  difficulty  would  you  have  in  assessutir 
your  rate  on  the  articles  we  had  here  this  morning — toy  trains^ 

Mr.  Doherty.  That  would   be   a  matter  of  extreme  difficult} 
although  there  is  a  difference  in  those  trains.     The  American  train^ 
were  somewhat  different  from  the  foreign  trains.     They  lacked  de- 
tain features.     Those  features  went  to  the  essence  of  the  valuation. 

Senator  McLean.  I  think  if  you  were  an  appraiser  you  would  1^- 
quite  capable.  I  do  not  wish  to  over-compliment  you,  but  I  thini^ 
you  would  be  quite  capable  as  an  appraiser. 

Senator  Smoot.  He  was  an  appraiser  and  quite  a  good  one  a  i(4\ir 
time  ago. 

Mr.  Doherty.  I  have  served  my  apprenticeship  in  the  apprai^ier  - 
office. 

Senator  McLean.  I  think  if  you  had  had  that  problem  when  \<*^i 
were  an  a))praiser  you  would  have  found  no  difficulty  in  handling  i> 

Mr.  Doherty.  I  defy  anybody  here  to  define  tHat  word  **niaj- 
parable  '*  and  make  it  workable.  If  you  mean  identity,  why  not  **^ 
so  ?  But  if  you  mean  identity,  or  if  you  prescribe  identity /then  v«»u 
will  have  such  a  limited  class  it  is  not  worth  while  to  upset  the  wh^*'** 
tariff  system  of  the  Ignited  States. 

Stmator  McCuMBER.  Then,  vou  would  not  use  it  if  vou  wanted  i*' 
make  it  a  workable  law.  Now.  I  am  trying  to  ascertain  what  ><»ii 
would  suggest  as  the  best  word  to  use. 

Mr.  Doherty.  Let  us  get  through  with  the  destructive  crilin^ni 
first. 

Senator  McOc^fBER.  I  did  not  know  but  what  you  could  answer 
that  question.     You  say  '* comparable'*  is  not  the  right  word. 

Mr.  Doherty.  I  do  not  know  whether  it  is  or  not  because  I  do  n«»i 
know  what  vou  mean. 
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Senator  McCumber.  I  am  asking  you  what,  in  your  opinion,  would 
>e  the  right  word. 

Mr.  DoHERTY,  It  all  depends  on  what  you  intend  to  do.  If  you 
ntend  that  the  American  article  upon  which  you  are  going  to  appraise 
ihe  foreign  article  must  be  the  same,  that  is  one  thing. 

Senator  McCumber.  Those  two  dolls  that  were  presented  here 
were  not  identical*  and  yet  they  were  comparable. 

Mr.  OoHERTY.  They  were  comparable  in  size^  for  example. 
Senator  McCumber.  And  material. 

Mr.  DoHERTY.  And  comparable  in  material.  If  you  use  the  word 
'*  comparable  '*  in  connection  with  a  substantive,  if  you  say  comparable 
in  value  or  height  or  weight,  I  know  what  you  mean;  but  when  you 
use  the  word  broadly  without  specifying  in  particular  what  it  must  be, 
I  do  not  know  what  you  mean. 

Snenator  McCumber.  We  import  from  Canada  a  great  deal  of 
grain  into  the  United  States,  wneat,  known  as  bluestem;  we  raise  on 
this  side  Scotch  fife,  we  raise  on  this  side  a  grain  that  is  called  markers. 
If  you  would  look  at  them  you  could  not  tell  them  apart.  Would  not 
they  be  comparable  ? 

Mr.  DoHERTY.  There  are  many  different  varieties  of  wheat. 
Senator  McCumber.  Would  you  not  say  that  one  was  comparable 
with  the  other  ? 

Mr.  DoHERTY.  I  do  not  know  enough  about  those  particular  grains 

to  answer  your  question,  but  certainly 

Senator  mgCumber.  They  are  not  identical;  that  is  true. 
Mr,   Doherty.  No;  but  a  hard  wheat,  for  example,  grown   in 
Canada  is  not  comparable  with  the  soft  wheat  grown  in  the  United 
States. 

Senator  McCumber.  No;  but  it  is  comparable  with  the  hard  spring 
wheat  grown  in  the  United  States. 
Mr.  Doherty.  Then  you  have  identity. 

Senator  McCumber.  No;  it  is  not  the  identity,  because  it  may  be 
a  different  species,  as  I  stated.  One  mav  be  what  they  call  bluestem 
and  the  other  may  be  what  they  call  markers.  They  look  very 
much  alike. 

Mr.  Doherty.  It  is  one  of  the*  favored  arguments  of  the  propo- 
nents of  this  legislation  to  resort  to  such  things  as  wheat  and  copper 
and  cotton,  thingj  that  have  a  world  market  and  a  world  value.  If 
legislation  were  limited  to  them  there  would  be  no  particular  diffi- 
culty in  administering  it. 

Senator  McLean.  They  constitute  about  what  percentage  of  the 
entire  importations  ? 

Mr.  Doherty.  It  is  very  slight.     I  think  we  have  stopped  import- 
ing wheat  since  the  27th  of  May. 
Senator  McLean.  Take  sugar,  for  instance. 

Senator  Smoot.  Take  plain  woolen  goods  and  plain  cotton  goods. 
Mr.  Doherty.  Sugar  pays  a  specific  rate,  so  tnat  is  not  affected 
by  this  legislation  at  all,  but  we  do  not  import  any  plain  cotton 
fabrics  of  any  account.  However,  as  to  them,  I  dare  say  there  would 
not  be  any  great  difficulty  because  you  count  the  threads.  The 
fineness  of  the  yams  is  what  determines  the  value  of  those  goods. 
So  there  you  have  an  adequate  basis  for  comparing  them.  The  finer 
the  yam,  of  course,  the  more  valuable  the  cloth. 
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Senator  Smoot.  But  it  may  be  different  in  the  warp  and  in  tL« 
filling,  and  it  may  be  twilled  or  plain.  But  they  are  comparable  ^ 
order  to  arrive  at  a  value. 

Mr.  DoHERTY.  Again,  I  may  be  a  bore,  but  I  have  got  to  get  ba  -. 
to  that  because  I  think  that  ought  to  be  cleared  up. 

Senator  Smoot.  Yes;  because  time  is  flying. 

Mr.  DoHERTY.  I  am  practically  the  first  speaker  on  this  side  of  ti  ■ 
q^uestion,  and  you  have  already  heard  about  24  or  25  on  the  oth»  • 
side.     I  hope  you  will  not  limit  me. 

Even  if  you  have  identity,  there  are  some  refinements  there.     F  : 
example,  you  take  two  chma  dinner  plates,  both  exactly  the  s&c.^ 
size  and  made  of  the  same  ware.     They  will  look  to  you  entirely  differ- 
ent because  of  the  decorations  thereon,  and  you  say  those  are  i* 
entirely  different  things;  but  they  are  not.     But  those  decorath»r.- 
consist  of  a  certain  number  of  colors  and  a  certain  number  of  printin«r- 
and  that  constitutes  identity  in  their  production  and  the  cost  of  pro- 
duction.    Assuming  that  both  are  equally  attractive,  the  selling  pn*  • 
would  be  the  same.     We  have  so  many  difficulties  in  connection  wi'. 
this  rather  loose  phraseology  that  I  felt  it  my  bounden  duty  to  <  a- 
your  attention  to  it. 

If,  on  the  other  hand,  ''comparable"  does  not  mean  identity  bu' 
permits  the  appraisers  to  use  their  discretion  and  to  go  far  afield,  tiuw 
surely  you  have  opened  a  Pandora's  box  of  troubles  and  evils,  n.* 
end  of  which  I  do  not  believe  any  man  can  foresee.  There  is,  I  thinn 
somewhere  in  these  hearings  a  record  of  261  examiners  of  mercLar.- 
dise  in  the  United  States. 

Senator  Simmons.  What  you  mean  is  they  may  be  comparablt-  • 
some  respects  and  not  in  other  respects,  and  you  cfo  not  know  to  wiii'' 
point  to  determine  the  question  definitely  as  to  whether  thev  a;* 
comparable  for  purposes  of  levying  this  duty  ( 

Mr.  DoHERTY.  Precisely.  'The  statute  as  it  is  leaves  it  entire!}  '■ 
the  dark.  There  are  261  examiners  of  merchandise,  as  I  said,  sc«i- 
tered  throughout  the  United  States.  If  you  leave  it  to  them  to  *«4i' 
whether  one  article  is  comparable  with  another,  vou  are  ver>-  apt  :• 
find  serious  differences  of  opinion  and  will  find  eacli  examiner  worknc 
in  a  different  direction. 

Senator  Watson,  Does  it  not  mean  comparable  up  to  a  degn-* 
that  it  can  be  substituted  in  the  market  for  the  one  to  which  ii  - 
compared  ? 

Mr.  DonERTY.  That  is  a  still  looser  meaning,  because  you  r-i 
substitute  an  aluminum  spoon  for  a  silver  spoon  with  perfect  sat»- 
f  act  ion. 

Senator  Watson.  No;  they  must  be  comparable  not  only  so  far  u* 
shape  is  concerned  but  so  far  as  material  is  concerned.  You  caii 
import  a  pine  table  and  a  mahogany  table.  Are  the  two  con- 
parable?  I  do  not  think  they  are  from  a  commercial  standpoic*. 
although  they  might  be  from  t6e  standpoint  of  size  and  shaoe.  Tb«\» 
are  not  comparable,  as  I  understand  it,  from  the  term  in  tiiis  Uw 

Mr.  DoHERTY.  It  is  for  you  gentlemen  to  settle  the  meaning  of  ibr 
terms.  As  I  said  before,  the  whole  aim  of  the  courts  is  to  ascert;;.! 
the  meaning  of  the  legislators  and  give  it  effect.  Why  should  V'  l 
use  a  term  which  is  so  ambiguous  and  susceptible  of  different  on- 
structions  and  say  lamely  that  you  are  going  to  leave  it  to  the  court 
to  find  out  what  vou  mean  ?     This  is  the  time  to  say  what  you  meAii 
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Senator  Watson.  We  have  not  said  that,     I  do  not  know  of  any- 
kkIv  that  is  saying  we  are  going  to  put  it  in  here  with  such  a  lame 
lu^aning  that  the  courts  will  have  to  determine  what  it  is. 
Mr.  CoHERTY.  It  is  in  here  all  right. 

Senator  Watson.  I  thought  you  said  that  somebody  on  the  com- 
mittee stated  that  we  were 

Mr.  OoHERTY.  No;  I  did  not  say  that,  but  I  did  say  that  if  you 
m\ct  it  into  law  the  way  it  is  now  you  are  passing  it  up  to  the  courts 
:o  decide  what  vou  mean  vourselves.  ' 

Senator  McLean.  The  courts  have  to  define  contracts  in  restraint 
»f  trade. 

Mr.  DoHEETY.  Yes:  but  surelv  you  do  not  want  to  write  a  statute 
iiere  every  word  of  which  has  to  be  litigated. 

S(»nator  McLean.  The  statutes  that  exist  relating  to  tariff  have 
fiad  to  he  litigated. 

Mr.  DoHERTT.  No;  there  are  hundreds  of  para^aphs  in  the  tariff 
law  that  never  can  give  rise  to  the  slightest  bit  oi  litigation  because 
everybody  knows  exactly  what  they  mean. 

Senator  McLean.  It  is  a  reasonable  interpretation  of   the  word 
•  comparable." 
Mr.  DoHEBTY.  It  is  a  reasonable  interpretation. 
Senator  McLean.  It  has  to  be  a  reasonable  interpretation  of  the 
word  depending  upon  differing  articles. 

Mr.  DoHERTY.  Yes;  but  why  do  not  you  say  what  the  meaning  is 
here  i  Why  not  define  it  in  the  statute  ?  Then  you  will  not  have  to 
go  into  the  courts. 

Senator  McLean.  It  is  a  difficult  matter  to  say  in  the  act  just 
what  conduct  on  the  part  of  a  person  who  perpetrates  fraud  shall 
constitute  that  fraud. 

Mr.  DoHEBTY.  The  statutes  do  say  so  and  they  are  very  successs 
fully  enforced,  too.  Without  going  outside  of  our  own  tariff  statutes 
there  are  section  in  there  which  have  always  been  successfully 
invoked. 

I  wish  to  emphasize  the  point  that  under  this  section  402  every, 
single  importation  can  be  litigated  right  up  to  the  United  States 
Court  of  Customs  Appeals  and  even  in  a  limited  class  of  cases  to  the 
Supreme  Court.  So  there  you  are  confronting  the  commercial  com- 
munity with  a  law  which  right  from  the  very  beginning  nobody 
knows  exactly  what  it  means,  and  you  have  to  wait  to  find  out  what 
it  means  untd  you  get  into  court.  Every  single  appraisement  under 
section  402  can  be  litigated,  and  the  reason  is  that  a  construction  of 
a  written  instrument  or  the  determination  of  the  meaning  of  words 
and  phrases  is  a  matter  of  law  for  the  court. 

Senator  SMboT.  Every  item  of  importation  can  be  litigated.    The 
importer  has  a  perfect  right  to  protest. 
^.  DoHBBTY.  No,  Senator;  not  without  reason. 
Senator  Smoot.  Certainly  he  has. 

Mr.  DoHEBTY.  If  you  have  a  provision 

Senator  Smoot.  I  do  not  say  that  he  can  win  his  case,  but  he  has 
a  nerfect  right  to  begin  it. 
Mr.  DoHEBTY.  But  he  has  no  excuse  for  beginning  it. 
Senator  Smoot.  That  is  another  thing,  and  he  would  have  no 
excuse  under  this,  but  he  could  begin  it  all  right. 
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Mr.  DoHERTY.  I    beg   your   pardon,   Senator.         Supposing    v 
appraiser  assumed  comparable  to  include  similar  even  to  a   v«-. 
vague  and  indefinite  extent.     It  would  be  the  right  of  the  import*' 
to  bring  an  action  to  recover  money  that  was  unjustly  taken  fn*- 
him. 

Senator  Dillingham.  If  it  were  one  of  that  vague  character  iriiu 
it  still  be  competitive  ? 

Mr.  DoHERTY.  It  mav  well  be. 

Senator  Dilli^^qham.  Do  you  think  it  ordinarily  would  be,  if  :' 
were  so  unlike  it  ? 

Mr.  DoHERTY.  Your  statute  requires  them  to  be  both  compamh!- 
and  competitive.    ^'Competitive"  in  some  ways  is  also  a  loose  woni 

Senator  Dillingham.  That    meets    your    difficulty    if    they    ar- 
required  to  be  both,  does  it  not? 

Mr.  DoHERTY.  No;  the  same  difficulty  would  exist  as  to  whether 
both  conditions  have  been  met,  whether  they  are  both  comparabl- 
*  and  competitive. 

Senator  Dillingham.  But  where  they  have  to  meet  both  thiT> 
must  be  a  considerable  d^ree  of  certainty,  must  there  not  I 

Mr.  Doherty.  No  ;  the  difficulty  is  just  the  same.  Take  the  c*s^ 
mentioned  by  Senator  Watson  of  a  pine  table  and  a  mahogany  tablf 
They  might  be  competitive  under  certain  conditions.  Thev  bi>th 
answer  certain  conditions.  If  you  could  not  get  one  you  would  tak*^ 
the  other,  and  certainly  a  pine  and  a  mahogany  table  would  oompetr 
with  poor  people.  A  man  would  like  to  have  the  mahogany  taW** 
and  could  only  afford  the  pine  table,  but  he  could  stretch  himself  an<! 
buy  the  mahogany  table. 

Senator  Dillingham.  Do  you  honestly  think  that  is  a  fair  inter- 
pretation of  the  questions  that  might  arise  under  this  tariff  I 

Mr.  Doherty.  Certainly,  Senator.  I  know  from  experience.  I 
was  for  nine  years  in  the  appraisers'  office  in  New  York,  then  four 
years  secretary  to  General  Appraiser  Fischer,  and  then  for  11  year* 
I  was  a  Government  attorney  tr3ang  cases,  both  classification  aivl 
appraisement. 

Senator  Dillingham.  When  you  held  office  if  that  question  luMi 
come  up  would  you  have  considered  it  seriously  ? 

Mr.  Doherty.  We  had  to  consider  all  questions  seriously. 

Senator  Dilungham.  But  such  a  question  as  that,  the  differen**** 
between  a  pine  table  and  a  mahogany  table  being  comparable  aD<i 
competitive. 

Mr.  Doherty.  I  did  not  say  they  were  comparable. 

Senator  Dillingham.  I  want  to  know  if  you  as  an  official  wtmH 
have  considered  such  a  proposition  as  that  seriously — that  is.  thai 
they  would  be  both? 

Mr.  Doherty.  I  would;  because  it  was  very  dangerous  to  rt»n- 
sider  as  frivolous  any  question  raised.  You  were  very  likely  to  mak^" 
a  mistake  if  you  assumed  from  the  beginning  that  your  opptmfnt 
was  only  playing. 

As  this  language  stands  now  it  is  open  to  construction  by  the  court 
and  it  would  be  made  a  subject  for  litigation.     So,  therefore,  it  • 
unworkable  as  it  stands. 

There  is  another  feature,  namely,  the  price  is  in  the  principai 
market  or  markets  of  the  I'nited  States.  That  would  present  a  very 
serious  difficulty  in  determining  values. 
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Senator  Simmons.  Suppose  it  said  comparable  in  its  use  and  in  its 
alue.      Would  that  help  out  any  ? 

Mr.  DoHERTY.  Well,  that  would  result  in  some  very  strange  bed- 
ellows,  because  a  great  many  things  of  widely  different  material  and 
•onstruction  and  value  are  used  for  the  same  purposes. 

Senator  Simmons.  It  seems  to  me  that  this  bill  means  the  thing 
hat  is  not  both  comparable  in  its  uses  and  in  its  value.  You  are 
lirect^d  to  assimilate  the  value  of  the  foreign  goods  to  the  value  of  a 
iomestic  product,  and  unless  it  is  comparable  in  value  it  does  not 
»eeni  to  fit  this  case.  On  the  other  hand,  unless  it  is  comparable  in 
the  uses  to  which  that  thing  will  be  put  when  we  get  it  here,  it  would 
lot  seem  to  fit  this  case. 

Mr.  EtoHERTY.  No;  it  would  not,  but  it  is  value  that  you  are  trying 
to  find  out. 

Senator  Simmons.  Exactly;  therefore,  they  must  be  comparable 
as  to  value.  That,  I  take  it,  would  be  assumed,  but  I  do  not  see  why 
the  bill  should  not  say  that.  .  If  it  said  comparable  in  value  and  use, 
then  I  think  you  would  have  a  standard  by  which  yoii  might  deter- 
mine whether  there  was  that  comparison,  that  relation,  which  this 
hill  contemplates. 

Mr.  DoHERTY.  I  do  not  know  whether  that  would  help  it  a  great 
deal;  because  you  say  comparable  as  to  value.  There  is  an  unknown 
quantity.  It  is  the  value  of  one  thing  that  you  are  trying  to  find. 
You  assume  that  you  know  the  value  of  an  American  article  and  jou 
take  that  value  and  want  to  ascertain  the  value  of  the  foreign  article, 
do  you  not?  That  is  what  the  appraisement  is  for — to  determine 
value.  You  would  not  have  the  value  of  it  because  that  is  an  un- 
known quantity. 

Senator  Simmons.  It  is  not  to  be  assumed  that  we  mean  here  that 
you  are  to  go  through  this  process  of  fixing  the  value  of  a  foreign 
product  imless  that  product  Dears  some  comparable  relation  to  some 
American  product  with  which  it  would  be  sold  in  competition. 

Senator  Smoot.  In  other  words,  there  is  not  an  American  merchant 
that  goes  abroad  to  buy  goods  but  what  knows  the  value  of  the  goods 
in  America  and  he  compares  those  goods  with  the  value  of  the  goods 
in  the  foreign  land.  It  the  foreign  goods  are  cheaper  he  purchases 
them;  if  they  are  higher  he  will  not  buy  them.  * 

Mr.  DoHERTY.  Pardon  me.  Senator  Smpot;   that  is  like  many 
general  statements;  it  sounds  plausible,  but  it  will  not  stand  analysis. 
Senator  Smoot.  Everything  I  have  bought  I  have  had  to  Imow 
the  value  of,  and  I  knew  what  competition  I  had  to  meet.     If  my 
iudmiei^t  was  wrcnig  I  knew  what  would  come  to  me,  and  that  was 
bankruptcy.     And  so  it  would  be  with  every  purchaser  of  goods  from 
a  foreign  country  if  he  did  not  know  the  value  of  the  American  soods. 
Senator  Watson.  Of  course,  these  goods  are  comparable  and  com- 
petitive. 
Mr.  DoHEETY.  Which  goods — the  Senator's  goods  ? 
Senator  Watson.  Yes.     This  law  is  made  to  apply  to  comparable 
goods,  that  is,  goods  which  are  competitive.     If  tney  do  not  compete 
it  does  not  matter. 
Mr.  DoHERTY.  Then  it  would  mean  made  of  the  same  material. 
Senator  Watson.  No.     Could  not  something  else  be  made  like  it 
and  of  a  like  quality  ? 
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Mr.  DoHEETY.  Of  course  it  could. 

Senator  Watson.  Then,  it  is  comparable. 

Mr.  DoHBRTY.  That  is  the  vagueness  in  yoiu*  law. 

Senator  Watson.  And  it  is  comparable  for  use  and  for  price. 

Mr.  DoHERTY.  There  is  the  whole  trouble ;  we  do  not  know  exai « 
what  is  meant  by  the  word.  You  possibly  have  it  in  your  miijo 
All  I  am  asking  you  to  do  is  to  write  the  definition  of  it  and  teli  •- 
just  what  it  does  mean.  Then,  at  least,  we  shall  know  how  to  pr  ► 
ceed.  You  must  know  exactly  hwhat  you  mean.  So  this  is  the  tin  - 
and  place  to  say  so.    Do  not  put  us  through  a  long  course  of  :i' 

fation  until  we  nave  reached  the  highest  court  in  the  land  in  order 
etermine  just  what  this  word  means. 

Another  diflBlculty  is  that  it  requires  value  to  be  found  in  the  pn:  - 
cipal  markets  of  the  United  States.     That  presents  a  very  pracii<  a. 
difficulty.     Of  course,  the  obvious  answer  is  that  we  have  to  do  v 
same  thin^  now  under  the  present  law;  that  is  to  say,  we  hav**  '• 
find  the  value  in  the  foreign  market.     But  that  is  a  very  much  simp.  • 
process  because  most  foreign  countries  are  rather  limited  in  ext*-"' 
as  compared  with  our  own  country.    Usuallv  inEuropean  counin*  - 
you  can  go  from  one  market  to  another  in  a  lew  hours,  and  there  «a' 
not  be  any  great  discrepancv  in  the  prices  in  the  markets. 

Senator  Smoot.  That  applies  to  all  countries  of  the  world,  and  li  *•' 
is  as  extensive  as  the  United  States. 

Mr.  DoHERTY.  We  do  not  now  appraise  goods  in  the  world  mark*  * 
Goods  take  their  value  according  to  the  price  in  the  countr>  * 
exportation. 

Senator  Smoot.  That  is  the  world. 

Mr.  Doherty.  If  you  buy  goods  in  France,  it  is  the  marke'  : 
France. 

Senator  Smoot.  And  if  they  are  comparable  soods  it  is  fnmi  :•' 
country  that  they  come  to.     So  you  have  to  taxe  the  market  pn 
at  places  in  the  world  from  which  you  take  the  goods. 

Mr.  Doherty.  I  do  not  see  that.  If  you  are  apfM^aising  Fren« ' 
goods  you  appraise  their  value  in  the  principal  markets  of  France. 

Senator  Smoot.  Yes;  and  if  the  goods  come  from  Germany,  it  * 
Germany;  and  if  they  come  from  En^and,  it  is  England;  an<i  . 
they  come  from  Japan,  it  is  Japan.  We  have  to  know  value*  i 
think,  in  all  countries  of  the  world. 

Mr.  Doherty.  But  you  do  not,  have  to  compare  piices  in  or* 
country  with  prices  in  another  countrv.  Each  country  ia  a  separtt* 
unit  for  appraisement  purposes.  Therefore,  for  France  we  imU 
have  to  know  what  the  value  is  in  Paris,  Marsdlle^  or  Bordeftux 
They  are  only  a  few  hours  distant  from  each  other.  ThM*e  can  n«»* 
be  any  great  difference  in  price.  But  take  our  own  countrv  with  it- 
vast  stretches  of  territory.  The  value  must  vary  consideraDly  in  in- 
different markets  of  the  country. 

That  reminds  me  of  the  heanngs  before  the  Ways  and  Means  Corr* 
mittee  of  the  House  last  winter.  I  remember  reading  the  hearirc^ 
on  the  fish  schedule.  A  man  from  the  Northwest  came  and  a^k^' 
for  a  rate  of  3  cents  per  pound  on  some  kind  of  salt  fish.  He  !«a.'"- 
he  did  not  care  anythmg  at  all  about  the  cost  of  production;  he  on  • 
wanted  that  duty  because  he  figured  that  was  about  equal  to  t:.' 
freight  rate  from  Seattle  to  New  1  ork.     So  the  whole  duty  he  ajskf*' 
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or  was  the  freight  rate.  He  wanted  to  meet- the  Norwegian  and 
icotch  and  Irish  fish  in  the  harbor  of  New  York  on  equal  terms, 
i'hat  gives  you  some  idea  of  the  great  difficulty  there  will  be  in  de- 
ermining  tne  value  in  American  markets. 

Senator  Smoot.  That  is  just  exactly  what  we  have  met  in  every 
ariff  bill  imder  the  valuation  that  is  existing  to-day.  That  same 
question  of  protection  to  cover  the  transportation  to  the  centers  of 
aarkets  has  been  up  every  time  we  have  had  a  tariff  bill  under  con- 
lideration,  and  it  will  come  up  every  time  we  have  one  under  con- 
iideration. 

Mr.  DoHERTY.  That  man  wanted  to  meet  the  European  on  even 
terms. 

Senator  Smoot.  Just  the  same  as  the  California  people  want  a  duty 
on  their  lemons  to  meet  the  freight  rates  from  California  to  New  York, 
where  the  center  of  the  trade  is.  There  is  something  to  be  said  in 
favor  of  that  if  you  are  going  to  try  to  get  that  market. 
Mr.  DoHERTY.  I  only  adduce  that  as  an  illustration. 
Senator  Smoot.  But  that  is  under  existing  law;  that  is  under  the 
valuation  in  foreign  countries  and  not  an  American  valuation.  The 
American  valuation  will  simplify  that  considerably. 

Mr.  DoHERTY.  But  you  do  not  have  to  meet  any  such  situation  as. 
that  in  a  foreign  country.     There  is  no  foreign  country  where  one 
market  is  3,000  miles  away  from  another. 

Senator  Smoot.  There  is.  Take  Germany  and  Japan  or  England 
and  Japan.  They  are  much  farther  apart  than  any  market  in  the 
United  States  is  from  any  other  market  in  the  United  States. 

Mr.  DoHERTY.  But  you  do  not  have  to  compare  the  markets  of 
Germany  with  the  markets  of  Japan. 
Senator  Smoot.  But  you  have  to  know  the  values. 
Mr.  DoHERTY.  Of  course  you  do,  but  here  you  do  not  have  to  make 
the  common  value  for  imports  from  Germany  and  Japan,  but  you  do 
for  the  United  States.  There  can  only  be  one  market  value  in  the 
country. 

Senator  Smoot.  We  can  have  the  American  value  known  just  as 
well  as  we  can  know  the  value  of  all  the  other  countries  in  the  world. 
Mr.  DoHBRTY.  With  all  due  respect  to  you.  Senator,  that  is  only  an 
assertion. 

Senator  Smoot.  I  say  now  without  question  of  doubt  in  my  mind 
that  the  appraisers  can  find  the  American  value  of  goods  as  well  as 
they  can  find  the  foreign  value  of  goods  in  all  of  the  different  countries 
of  the  world. 

Senator  McCumber.  Let  me  suggest  to  the  Senators  that  there  are 
a  number  of  witnesses  to  be  heard  and  we  are  scheduled  to  get  through 
with  them  to-day.     We  will  have  to  allow  the  witness  to  finish  his 
testimony  as  quicklv  as  possible. 
Senator  Smoot.  I  agree  with  that. 

Mr.  Doherty.  In  respect  to  section  402  as  it  stands,  I  want  to  say 
that  nobody  can  tell  what  the  appraisers  wUl  do  under  it.  You  had 
before  you  Dr.  Page,  the  chairman  of  the  Tariff  Commission,  and  you 
will  find  on  page  14  of  the  hearing  of  July  25  that  he  said  a  reading 
^i  the  pending  bill  does  not  enable  him  to  ascertain  how  the  appraisers 
are  going  to  ascertain  the  American  value.  That  statement  is  from 
a  man  with  a  trained  mind.  If  his  erudition  and  experience  do  not 
qualify  him  to  be  able  to  spell  out  from  this  statute  how  the  American 
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price  is  to  be  ascertained,  how  can  you  expect  the  261  customs  «*- 
aminers  in  the  United  States  to  do  it?  They  have  not  had  the  a* 
vantages  of  training  that  Dr.  Page  has  had. 

Again,  I  quote  Senator  McCumber  in  his  remark  that  he  had  Im: 
unable  to  find  out  from  a  diligent  perusal  of  the  Ways  and  Me&r- 
Committee  hearings  any  foundation  for  this  statute.     1  defy  anyui 
to  find  anything  in  the  Ways  and  Means  Committee  hearings  wL 
will  justify  this  enactment  that  they  have  framed. 

Senator  Watson.  That  is  not  the  fault  of  the  proposed  law  it**/' 
that  is  the  fault  of  the  hearings. 

Mr.  Doherty.  The  hearings  are  supposed  to  have  afforde<l  i 
groundwork  for  this  leg:islation.     There  were    public   hearings  *'- 
nounced  last  winter.     There  was  no  hearing  held  on  the  *\jnei'its' 
valuation  in  the  House.     I  should  like  to  mention  that  fact. 

Senator  Watson.  We  are  aware  of  that. 

Mr.  Doherty.  I  am  going  to  modify  that  even.     There  wen*  •• 
May  3  last,  at  the  invitation  of  the  chairman  of  the  Way;?  and  M^a'  • 
Committee  of  the  House,  quite  a  nuinbor  of  people  gathered  tliiT- 
myself  among  the  number,  and  there  was  a  sort  of  symptMium  •  ■ 
the  subject  of  iVmerican  valuation.     There  was  no  precise  >thvy- 
discussed.     It  was  simply  a  sort  of  an  abstract  proposition. 

Senator  Watson.  You  can  not  complain  of  what  we  are  doirc 
We  are  giving  everybody  a  chance  to  be  heard  here. 

Mr.  Doherty.  Yes,  indeed. 

Senator  Simmons.  Suppose  you  were  required  to  find  the  Amen*  i* 
value  of  wheat.     Which  value  would  you  take,  the  Chicago  tujo 
the  Baltimore  value,  or  the  value  that  the  farmer  get^  for  it ' 
notice  in  the  papers  certain  quotations  from  Chicago.     I  liguriMl  t 
other  day  the  price  of  wheat  in  Baltimore  and  I  found  it  was  ini 
less  there;  and  there  is  a  mill  not  far  from  where  I  live,  and  I  inquir*'. 
their  price,  which  I  ascertained  to  be  20  cents  less  than  it  wn^  : 
Baltimore    oer    bushel.     Take    cotton.     What    market   would   \' 
select?     In  New  York  cotton  is  quoted  now  at  about  13  cent>.    t 
same  cotton  would  be  quoted  at  probably  any  of  the  southern  pi»r'' 
at  about  10  cents.     That  would  r>e  quoted  probably  at  the  farm  a 
about  9  cents. 

Senator  Smoot.  Let  us  go  and  buy  cotton.  We  will  make  nn'ri 
money  than  we  can  in  any  other  way. 

Senator  Simmons.  That  is  a  fact,  cotton  sells  all  over  the  Smi' 
for  two  and  two  and  a  half  cents  less  than  it  does  in  New  York.  I 
am  j\ist  asking  what  value  the  witness  would  take  as  to  wheat.  Mr 
Doherty,  would  you  take  the  Chicago  value,  would  you  take  t^* 
Baltimore  value,  or  would  you  take  the  value  of  the  wheat  iiu  ti-' 
farm? 

Mr.  Doherty.  Frankly,  I  can  not  answer  that  question. 

Senator  Simmons.  Is  not  that  one  of  the  diflicultiesf 

Mr.  Doherty.  That  is  one  of  the  most  serious  diificulties. 

Senator  Dillingh^\m.  If  that  cotton  were  receive<i  at  New  Y«»;» 
would  there  be  any  difficulty  in  determining  what  the  market  vhIi*'* 
of  cotton  was  at  that  place  i 

Senator  Smoot.  There  would  bo  no  difficulty  in  determining  wh.i 
it  would  sell  for  in  New  York.  He  is  required  to  ascertain  u.^ 
American  price 

Senator  DiixiNCiiiAM.  At  the  chief  market,  etc. 
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Mr.  DoHERTY.  In  the  principal  market  or  markets. 
Senator  Smoot.  That  is  not  a  mill  down  in  North  Carolina. 
Senator  SiBfMONS.  They  are  among  the  principal  markets. 

Senator  Smoot.  Do  you  mean  for  wheat? 

Senator  Simmons.  No;  for  cotton. 

Senator  McCumber.  I  siigeest  that  the  witness  be  permitted  to 
nswer  this  one  question.  Th^tt  is  a  fair  example.  Minneapolis  is  a 
reat  center  for  wheat  in  wholesale  quantities.  So  is  Chic^o,  and 
>  is  Buffalo.  Now,  there  are  three  great  wheat  markets.  Suppose 
lat  the  prices  were  different  to-day  in  each  one  of  those  markets. 
rhich  one  would  you  take  on  a  given  day,  or  would  you  add  the 
iree  together  and  divide  the  tm*ee  in  order  to  set  an  average? 
Hiat  would  be  vour  system  of  determining  the  market  value  under 
be  provisions  of  the  bill  ? 

Senator  Sutherland.  The  difference  is  almost  entirely  a  matter 
{  freight  rates  in  regard  to  wheat  ? 

Mr.  I>oHBRTY.  Not  entirely. 

Senator  McCumbbr.  No;  everything  sold  on  the  exchange  goes  up 
nd  down  according  to  certain  influences  of  bulling  and  bearmg  the 
aarket,  and  they  fluctuate  very  materially  between  those  three 
K>ints  in  prices.  Under  the  bill,  now  are  you  going  to  arrive  at  what 
he  value  would  be  in  those  three  principal  markets  on  a  given  daj  i 
^  Senator  SniMONS.  Will  the  Senator  permit  me  to  supplement  this  ? 
S'ew  Orleans  is  a  g[reat  cotton  market,  and  New  York  is  a  great  cot- 
ton market.  I  tmnk  it  is  notorious  that  the  New  Orleans  price  is 
rery  much  less  always  than  the  New  York  price.  Which  of  those 
Lwo  would  you  take  ? 

Mr.  DoHERTY.  Supposing  two  carjgoes  of  cotton  happened  to 
u-rive  just  about  the  same  time,  one  in  New  Orleans  and  another  in 
New  York.  They  are  both  principal  markets,  if  you  like;  but  the 
price  is  different  m  each  market.  This  bill  does  not  throw  any  light 
on  that.  I  submit  that  this  bill  does  not  afford  any  answer  to  that 
question  at  all;  nor  can  we  find  any  answer  in  the  reported  decisions, 
there  have  been  decisions  defining  the  principal  markets.  In  one 
of  those  decisions  there  was  a  question  as  to  the  market  value  of 
some  dyestuffs. 

Senator  Smoot.  I  do  not  know  why  you  are  discussing  it,  because 
cotton,  if  it  had  any  duty,  would  have  a  specific  duty,  and  wheat  has 
always  had  a  specific  duty. 

Senator  Simmons.  It  is  just  an  illustration  of  the  difficulties  they 
would  have. 

Mr.  DoHERTY.  Yes;  I  understood  that  was  the  purpose  of  the 
question.  If  we  assume  that  cotton  had  an  ad  valorem  rate,  for 
example,  how  would  you  appraise  those  two  cargoes,  one  arriving  at 
New  Orleans  and  one  arrivmg  at  New  York,  both  of  them  being 
principal  markets  of  the  country  ? 

Senator  Smoot.  I  do  not  think  there  would  be  any  difference  in 
the  two  markets  at  all.  I  do  not  think  there  is  any  difference  to-day 
in  the  different  markets.  On  the  retail  price  there  would  be,  and 
when  you  sold  to  the  mills  there  would  be. 

Senator  Simmons.  I  venture  to  say  that  you  can  not  find  in  a  year's 
examination  of  the  market  reports  in  New  York  and  New  Orleans 

eona— 21— PT  7 — 4 


450  TARIFF — ^AMERICAN  VALUATIONS. 

and  Norfolk  one  in  which  there  is  not  a  difference  as  to  the  prir*-  i 
all  three  of  those  places. 

Mr.  DoHERTY.  Even  a  slight  difference  would  make  a  verv  «•:.- 
siderable  value  in  the  appraisement  of  the  merchandise,  and  vi*: 
the  very  high  basis  of  valuation  that  you  are  adopting  here  the  r*'» 
of  duty  imposed  would  result  in  a  substantial  sum  of  money.    So  it 
not  an  idle  question  or  a  mere  academic  question ;  it  is  a  very  prarti»  i 
question.     Above  all,  I  think  it  is  an  uncertainty  that  perrao** 
every  part  of  this  section.     A  man  does  not  know  what  is  going  * 
happen.     A  merchant  does  not  know  what  his  costs  are  ^ins  to  U 
He  does  not  know  what  his  goods  are  going  to  cost  him  Tandft: 
The  business  world  already  is  in  a  condition  of  great  confusion  &:.  * 
disaster.     This  will  only  precipitate  a  chaos  in  which  the  custcc- 
officials  and  business  men  will  be  floundering  around  helple^^^-i^ 
It  is  a  most  inopportune  time  to  change  this  system  of  valuation 

Senator  Smoot.  Other  countries  have  no  trouble  whatever  with  ' 

Mr.  Doherty.  Other  countries  are  not  trying  such  a  thing  as  li  - 

Senator  Smoot.  I  am  going  to  put  in  the  record  a  list  of  r: 
countries  that  are  doing  it  now  and  have  been  doing  it  all  the  tin » 

Senator  Simmons.  I  think,  Mr.  Chairman,  the  committee  und**- 
stands  Mr.  Doherty's  position  on  this  phase  of  the  matter.    Tl>"- 
are  two  other  important  phases  that  I  would  like  to  get  him  to  disci:-- 
The  first  question  is  one  that  was  discussed  here  this  morning 
relates  to  undervaluation.    The  second  question  relates  to  excharr- 

Mr.  Doherty.  That  undervaluation  is  a  bugaboo  that  has  U^' 
invoked  at  every  tariff  hearing  since  time  out  of  mind.  There  hi^- 
always  been  allusions  to  undervaluation,  but  no  man  has  yet  r«.r- 
forward  with  any  concrete  facts  in  that  respect. 

Senator  McLean.  Let  me  caU  your  attention  to  one  now.  Thi-  • 
taken  from  the  official  statistics  of  imports  and  duties,  and  it  reltt*- 
to  the  valuation  of  silk  and  the  manufactures  of  silk.  Take  sew:^^ 
silk  and  silk  thread  of  every  description.  Under  the  act  of  1897  ' 
1910  the  value  per  unit  ot  quantity  withdrawn  was  76  cents  pr 
pound. 

Mr.  Doherty.  Pardon  me.  You  said  under  the  act  of  1897  *'- 
in  1910.     How  could  that  be  ? 

Senator  McLean.  I  am  speaking  now  of  the  act  before  the  Pavr-- 
Aldrich  Act  went  into  effect. 

Mr.  Doherty.  That  was  in  1897. 

Senator  McLean.  Yes;  the  act  of  1897. 

Afr.  Doherty.  Well,  how  could  the  importations  be  of  the  y« «-' 
1910  when  you  had  a  new  act  on  August  5,  1909  ? 

Senator  McLean.  In  1908-9  the  ad  valorem  rate  on  this  prtnlu- 
was  30  per  cent. 

Senator  Simmons.  That  was  the  Dingley  rate  I 

Senator  McLean.  Yes.     It  was  valued  at  76  cents  per  unit.    H.- 
same  year  when  the  Payne-Aldrich  Act  went  into  effect  this  pn^".  * 
carriecl  a  specific  duty  of  $1  per  pound.     This  same  product  came  ' 
that  same  year  at  $2.99  a  unit.     The  value  of  this  product  withdraw' 
from  the  customhouse  was  increased  from  76  cents  a  unit  to  $'2  \*- 

Mr.  Doherty.  How  about  the  respective  quantities  ? 

Senator  McLean.  This  is  the  avera^ge  on  this  article,  sewing  sih 
twist,  floss,  and  yarns  of  every  description.     In  1914  the  duty  chani**-. 
from  a  specific  duty  of  $1  per  pouna  to  15  per  cent  ad  valorem.    I: 
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^18  the  process  of  reduction  continued  until  it  came  in  at  $1.63  per 
lit,  and  it  had  increased  in  value  more  than  300  per  cent  durmg 
at  time. 

^£r.  DoHERTY.  Under  an  ad  valorem  rate  it  came  in  at  $1.63  per 
lit  ? 

Senator  McLean.  Yes;  that  is  the  unit  value,  and  it  had  increased 
value  over  300  per  cent,  whereas  in  1913,  under  a  specific  duty  of 
I  per  pound  it  came  in  at  $2.99. 

Mr.  DoGHERTY-  That  is  taken  from  the  book  of  statistics  of  imports 
id  duties? 

Senator  McLean.  Yes.  How  are  you  going  to  explain  that? 
Mr.  DoHERTY.  You  can  go  through  that  book  taldng  one  article 
[ter  another,  and  you  will  mid  most  amazing  inconsistencies,  I  have 
ften  noticed  that  myself.  I  have  gone  t&ough  it  time  and  again 
od  I  have  seen  the  same  articles  some  times  at  20  cents  and  some 
Imes  at  S2.  The  only  surmise  I  can  make  is  that  they  are  due  to 
arying  conditions  of  trade  or  extraordinary  transactions. 
Senator  Smoot.  But  it  always  happened  when  an  ad  valorem  duty 
?  assessed  and  following  a  specific  duty,  or  vice  versa.  It  always 
i;\ppens  when  that  change  is  taking  place. 

Mr.  DoHERTY.  With  afl  due  deference  to  you,  Senator,  have  you 
:t>ne  through  it  so  carefully  that  you  can  say  it  always  happens  that 
viiy  ? 

Senator  Smoot.  I  have  not  gone  through  it  every  year,  but  I  know 
hat  whenever  a  change  is  made  in  the  rate  of  duty  that  same  thing 
lappens,  particularly  with  silk. 

Mr,  DoHERTY.  Goods  that  pay  a  specific  rate  of  duty  are  not 
ip^raised  at  all,  as  a  matter  of  fact. 

Senator  Smoot.  Yes;  we  appraise  them  and  they  are  appraised 
when  they  come  in  on  the  invoice  so  as  to  keep  the  amount  of  im- 
portations into  this  country, 
Mr.  DoHERTY.  They  are  not  appraised  with  the  same  exactness. 
Senator  Smoot.  They  give  the  actual  value,  I  think,  then,  but 
when  there  is  an  ad  valorem  duty  they  get  them  in  here  as  cheaply 
as  they  can. 
Mr.  DoHERTY.  That  may  be  entirely  legitimate. 
Senator  Smoot.  You  were  here  in  1909,  were  you  not,  when  we 
were  making  the  tariff 

Mr.  DoHKRTY.  I  was  with  the  Ways  and  Means  Committee; 
I  used  to  come  over  here  to  see  Senator  Aldrich. 

Senator  Smoot.  You  know  we  had  quite  a  time  then  with  this 
undervaluation  proposition,  and  I  think  you  were  interested  in  it  at 
that  time. 
Mr.  DoHERTY.  I  am  very  deeply  interested  in  it. 
Senator  Smoot.  But  you  say  it  is  all  a  bugaboo. 
Mr.  DoHERTY.  I  did  not  say  that. 
Senator  Smoot.  I  thought  that  was  the  word  you  used. 
Mr.  DoHERTY.  I  said  that  great  bugaboo  of  undervaluation  is 
always  raised  and  is  being  played  up  now  to  the  nth  degree,  but  I  do 
not  think  it  is  justified  by  anything  in  the  way  of  facts  or  records. 
1  know  something  about  that,  because  I  was  fighting  undervaluation 
for  11  years.     In  fact,  I  was  very  much  surprised  to  see  appearing 
here  the  other  day  an  ^imerican  manufacturer  whom  I  had  prosecuted 
for  undervaluation  and  recovered  a  pretty  good  judgment. 
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Senator  Smoot.  That  fellow  was  an  importer  ? 

Mr.  DoHERTY.  That  is  when  he  was  moving  over  to  this  eoun'"^ 
and  bringing  his  machines  in.     Now,  he  is  accusing  evervbodj  ••.-' 
of  that  rascality,  just  the  same  as  some  others  here  nave  done,     h  : 
there  is  not  any  such  great  amount  of  that  undervaluation  as  pwvpi- 
would  have  you   think.     That  has  been  advertised  very  lai]^-. . 
I  recall  seeing  in  these  hearings  what  was  said  to  be  a  copy  <»'  % 
speech  delivered  to  the  Berlin  Chamber  of  Commerce.     I  recopniz-' 
that  as  an  old  friend.    I  took  the  trouble  to  go  through  my  olii  tar.f 
papers,  and  I  found  one  pamphlet  which  containra  that  spe^  : 
It  was  not  dated.     However,  I  could  tell  from  the  contents  that  f.- 
pamphlet  was  printed  while  the  act  of  1897  was  in  effect. 
.  Senator  McCumber.  Mr.  Doherty,  you  and  the  Senators  togetbr 
have  now  consumed  one  hour  out  of  the  two  and  a  half  hoars  t».j: 
we  have  allotted  for  this  afternoon,  and  there  are  eififht  other  w.* 
nesses.     So,  I  think  that  you  will  see  the  necessity  of  making  y*^i* 
statement  as  brief  now  in  closing  as  may  be,  so  as  to  give  thi'*' 
others  an  opportunity. 

Mr.  Doherty.  Senator,  it  has  been  my  effort  since  I  stMled  t 
make  it  brief. 

Senator  McCumber.  I  stated  that "  you  and  the  Senators  toseth^^r 

Senator  McLeax.  I  do  not  think  ne  is  responsible  for  the  tun' 
consumed. 

Senator  McCumber.  Certainly  not. 

Senator  Simmons.  I  want  to  say  that  the  reasons  I  have  aske<i  bia 
questions  and  the  reason  I  asked  him  more  questions  than  heretof**'* 
is  because  out  of  the  great  number  of  witnesses  who  have  appear^. 
he  is  the  second  witness  who  has  appeared  here  against  the  Amenrt:. 
valuation  plan  since  I  have  been  attending  the  meetings  of  the  coir.- 
mittee.     I  was  not  here  every  day  last  week. 

Senator  Watson.  He  is  a  man  of  large  experience. 

Senator  Simmons.  He  is  a  man  of  large  experience.  I  think,  r 
view  of  the  fact  that  there  has  been  so  much  testimony  of  so  mAcj 
witnesses  in  favor  of  this,  that  when  we  get  a  witness  here  wr- 
opposes  it  we  should  give  him  ample  opportunity,  and  we  ought  :• 
ask  him  questions. 

Senator  McCumber.  We  have  a  little  responsibility  to  those  oih' 
witnesses  who  have  been  subpoenaed  to  be  here  to-dav  and  to  p^- 
their  testimony  to-day,  and  who  probably  have  business  in  oil  ' 
sections  of  the  country.  And  my  appeal  was  rather  that  we  all*' 
this  witness  to  complete  liis  testimony  rather  than  the  testimonv  -f 
Senators. 

Senator  McLean.  If  he  has  any  suggestions  on  the  subject  of  tN* 
plan,  I  want  to  hear  it. 

Mr.  Doherty.  I  am  answering  now  one  of  the  questions  propouoO'  - 
bj-  Senator  Simmons — tliat  is  to  say,  about  undervaluation  -af.' 
just  as  sho\ring  the  quality  of  the  propaganda  against  undervaly-- 
tion,  I  was  about  to  cite  this  supposed  speech  made  in  Berlin  in  1^** 
which  was  trotted  out  before  the  Ways  and  Means  Committee  wih-r 
Mr.  Payne  was  chairman,  in  hearings  under  date  of  I>ecemb»-r  ! 
1908.  Once  more  when  the  Simmons-l'nderwood  bill  was  under  '•«•"- 
sideration  it  was  printed  in  the  hearings  without  anv  date  at  *! 
that  is.  in  1913.  I  find  also  that  under  date  of  November  H,  ltU7  * 
was  once  more  presented  through  the  Tariff  Commission  when  :• 
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as  considering  this  change  to  the  domestic  valuation  basis.  Again, 
yxi  will  find  it  in  the  hearings  held  last  winter  by  the  Ways  and 
oaiis  Committee,  and,  finally,  here  it  has  bobbed  up  once  more. 
itUout  any  date,  in  the  hearings  of  last  week. 

I  submit  that  is  not  evidence  of  undervaluation.  It  looks  terrible 
1   its  face,  but  that  has  no  probative  value  now. 

Senator  McLean.  You  will  admit  that  when  a  standard  product 
ki»  silk  thread  is  increased  in  value  over  400  per  cent  in  a  single 
par  because  of  the  change  from  ad  valorem  to  a  specific  rate  of 
utv  that  it  looks  ''  terrible. " 

Mr-  DoHERTY.  No;  it  does  not  look  terrible.  I  have  thought  out 
liat  it  can  be  explained  on  perfectly  legitimate  grounds.  It  is 
npossible  in  my  mind  that  there  should  be  any  such  gross  under- 
aluation  as  that,  because  to. admit  that  would  be  to  convict  our 
ppraisers  of  being  fools,  imbeciles,  idiots,  or  worse'. 

Senator  Smoot.  Undervaluation  in  china  has  been  just  about  as 

Senator  Simmons.  Has  the  amount  of  undervaluation,  assuming 
hat  there  has  been  some  abuse  in  the  matter  of  undervaluation 
leretofore,  and  I  think  there  is,  because,  as  you  say,  that  constantly 
K-hen  these  tariff  duties  have  been  up  there  has  been  some  talk  about 
mdervaluation,  some  discussion  on  that  subject — but  we  have 
[vever  come  to  a  plan  as  a  result  of  those  discussions — is  that  evil 
any  greater  to-day  than  it  was  when  the  Underwood  tariff  bill  was 
adopted,  and  the  Dingley  bill  was  adopted,  or  when  the  McKinley 
bill  was  adopted,  and  when  the  Morrill  oill  was  adopted  ? 

Mr.  DoHERTY.  I  say  unhesitatingly,  no.  I  think  that  by  this 
time  the  appraisers  have  become  more  and  more  skillful  in  their 
duties  and  tneir  quality  has  been  very  much  improved.  I  might 
say  of  their  knowledge  on  foreign  values,  it  is  almost  uncanny,  and 
the  sense  of  values  they  have  acquired  in  the  course  of  their  training 
is  marvelous. 

Besides  that — always  excepting  the  war  conditions — our  sources  of 
information  are  getting  better;  mey  are  not  as  good  as  they  ought 
to  be.     But  that  can  be  remedied  by  increasing  the  number  of  agents 
that  we  send  abroad,  and  also,  if  I  may  say,  in  being  particular 
about  their  personality.     Risht  on  that  point  I  want  to  cite  some- 
thing that  is  absolutely  authentic.     Only  a  few  days  ago  in  New 
York  I  met  Examiner  Patton — Senator  Simmons  may  remember 
hjm — ^who  was  assigned  for  his  conmiittee  in  1913,  from  the  New 
York  appraisers^  office,  a  very  high-grade  man,  one  of   the   best 
examiners  in  the  whole  service,  wno  had  just  returned  from  the 
Madeira  Islands,  having  been  sent  over  there  to  look  into  the  pro- 
<luction  of  Madeira  embroideries  and  their  proper  appraisement,  and 
he  told  me  that  while  he  was  there  he  was  not  only  shown  freely  all 
of  the  books  of  the  men  who  export  to  America,  but  even  the  Swiss 
and  French  firms  opened  their  books  and  told  him  to  go  right  through 
them.    There  is  no  doubt  in  my  mind  that  with  men  of  a  proper 
personality  we  should  be  able  to  secure  all  the  information  that  we 
require  abroad. 

Senator  Smoot.  Do  you  mean  to  go  into  the  books  to  learn  what 
the  cost  of  these  things  is  ? 

Mr.  DoHERTY.  I  thmk  8o  far  as  determining  the  actual  sales  prices 
are  concerned,  yes.     I  think  they  will  show  you  the  books. 
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vSenator  Smoot.  I  know  that  two  of  the  representatives  of  tw  ■ 
the  very  important  Governments,  when  the  emergency  tariff  hill  w.- 
up,  canae  before  the  committee  and  said  their  countries  did  not  wf 
any  such  legislation,  and  that  they  would  retaliate  if  it  was  un'i- 
taken  to  be  put  into  law. 

Mr.  DoiiERTY.  And  that  is  quite  right.     I  do  not  think  you  ouj 
to  put  it  into  the  law,  because  as  it  is  in  that  law  now  it  *i?  wh«»  . 
inoperative — the  one  that  requires  exportei-s  to  show  their  bf¥»%* 
You  provide  there  that  if  an  exporter  fails  to  show  his  books,  fv 
man  who  receives  his  goods  here  is  going  to  be  punished.     That  ^ 
not  stand  in  law.     I  know  that  I  am  surrounded  here  by  lawyer-.  J 
I  make  that  statement  without  any  hesitation.     You  can  not  pun:- 
A  because  B  can  not  compel  C  to  do  something.     The  tmnsari  • 
between  the  American  buyer  and  the  European  seller  may  be  rt-^L 
plete.     There  is  no  longer  any  privity  of  interest  between  th» -. 
Now,  then,  can  the  American  purchaser  compel  the  foreigner  ti»  -!. 
his  books  to  a  special  agent  ?     Ho  can  not  do  it. 

Senator  Smoot.  I  agree  with  you. 

Mr.  DoHERTY.  You  can  not  punish  me  because  I  do  not  f^onr- 
my  foreign  vender  to  do  that. 

Senator  Simmons.  It  has  been  claimed  here  that  our  great  tr«»»i^ 
is  in  meeting  German  competition,  and  it  is  claimed  that  th .!  • 
because  Germany  is  now  making  goods  so  very  cheap,  that  pv-* 
they  are  cheap  as  compared  to  the  cost  of  producinjj  those  ?•»■• 
before  the  war;  that  tney  are  selling  very  cheaply  in  the  fnr-".: 
markets,  which  market  price  you  would  have  to  take  in  apprai-/. 
now.     I  want  to  ask  you  this  direct  question :  Do  you  know  wh  "i^  ' 
the  German  goods  that  are  beinj'  imported  here  now  are  valu'il 
more  or  valued  at  less;  that  is,  wnether  they  are  invoiced  at  mor-' 
invoiced  nt  loss   than  those  like  <roods  from  Gemianv  were  in  t 
days  before  the  war  ? 

Mr.  DoiiERTY.  As  to  that,  1  can  refer  you  to  the  archive;*  >f  * 
committee. 

Senator  Simmons.  Are  they  making  them  very  much  chcAp^r  n-  • 
than  before  the  war  ? 

Mr.  DoHERTY.  That  question  ought  to  be  considered  res  adjuHi'  nt 
so  far  as  this  committee  is  concerned.     It  has  been  tried  out  Uo^*" 
this  committee  in  April  last  in  the  hearings  on  the  autidumpinj  ■» 
Good,  high-class  evidence  was  presented  here  showing  that  in  >^" 
of  fact  German  goods  are  being  imported  into  this  '•oimtry  li'ir-r 
this  prcsorit  yenT  at  higher  prices  in  cioUars  than  they  were  in  1011 

Senator  Simmons.  In  gold  dollai-s  ? 

Mr.  DoHERTY.  Real  money,  gold  dollars;  yes,  '^ir. 

Senator  Simmons.  Therefore,  if  goods  are  selling  cheaper  in  (i*' 
many  now  than  they  were  before  the  war,  they  are  being  overval'-- 
here  instead  of  undervalued. 

Mr.  DoHERTY.  That  simply  is  not  so.     I  have  enough  per^'n . 
intimate  knowledge  of  merchandise  from  that  countrj'^  to  be  Mr : 
say  that  the  prices  are  ever  so  much  higher  than  they  were  befon*  t 
war. 

Senator  Watson.  In  gold  i 

Mr.  DoHERTY.  Alwavs  in  gold. 

Senator  Smoot.  But  not  as  high  as  American  goods  f 
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ilr.  DoHERTY.  Then,  simply,  you  have  cause  for  the  apphcation 
f  a  new  diflferential.  If  tne  difference  between  them  is  not  suJffi- 
iently  bri<^ed  by  the  duty,  you  will  have  to  raise  the  duty. 

Senator  Smoot.  But  in  these  very  goods  you  are  speakmg  about 
s  being  imported  into  this  country  at  higher  value,  you  know  that 
Srermany  places  as  high  as  a  100  per  cent  tax  upon  those  goods 
xported.  If  they  want  to  cut  the  price,  Germany  can  reduce  100 
>er  cent,  and  she  will  do  that  if  it  is  necessary  to  get  the  market,  and 
hat  is  why  the  goods,  some  of  them,  come  into  this  country  at 
ligher  prices  than  she  is  selling  her  goods  right  in  her  own  home 
narket.  You  know  that  to  be  tne  case  ? 
Mr.  DoHERTY.  I  know  it. 

Senator  Smoot.  And  that  tax  is  imposed  upon  the  goods  that  are 
exported.  But  if  it  becomes  necessary  to  meet  the  competition  in 
this  country,  she  will  do  that. 

Senator  Simmons.  We  are  inquiring  right  now  as  to  the  question 
of  undervaluation.  If  Germany  is  invoicing  these  goods  here  very 
much  higher  than  they  sell  for  in  Germany,  then  that  is  not  an 
undervaluation;  that  is  overvaluation,  is  it  not,  for  the  purpose  of 
taxation  ? 

Mr.  DoHERTY.  It  certainly  is. 

Senator  Simmons.  And  that  is  what  we  are  discussing  here — 
undervaluation  for  taxation  here,  or  overvaluation  for  taxation  here. 
Mr.  DoHERTY.  When  those  goods  are  invoiced  at  such  high  prices 
the  Government  gets  higher  duty  and  the  American  maniuacturers 
get  high  protection.  But,  as  I  said  before,  that  is  all  in  the  records 
of  this  committee.  I  refer  you  gentlemen  to  the  hearing  of  April  22 
last  on  the  bill  H.  R.  2435,  where  there  is  a  full  statement,  name,  and 
description  of  the  exhibits,  and  the  proof  positive  that  the  goods  are 
being  bought  now  in  dollars  at  higher  valuation  than  they  were 
before  the  war.  That  has  been  proved  to  a  mathematical  certainty, 
and  it  does  not  make  it  any  stronger  to  sav  it  over  and  over  again. 

Senator  Simmons.  The  reason  I  wanted  that  repeated  to-day  was 
that  I  was  afraid  some  of  my  colleagues  on  the  committee  had  for- 
gotten it.     [Laughter.] 

Senator  Smoot.  In  reference  to  comparison  of  cost  of  goods  in 
1914  and  to-day,  of  course,  there  is  no  comparison.  It  cost  us  100 
per  cent  more  to  make  goods  in  this  coimtry.  That  is  not  the 
question. 

Mr.  DoHERTY.  Oh,  on  some  products  200  or  300  per  cent.  The 
German  cost  has  gone  up  400,  500,  600,  and  700  per  cent — ^in  some 
instances  10  times  as  much. 

Senator  Smoot.  It  may  be  on  a  piece  of  lace;  but  not  the  regular 
goods  which  people  buy. 

Mr.  DoHERTY.  I  am  not  surprised  if  Senators  have  forgotten, 
because  for  the  last  week  it  has  been  dinned  into  their  ears  that 
Germany  is  getting  labor  for  nothing  and  shooting  goods  over  here 
at  a  fraction  of  their  prices,  as  much  as  to  say  the  appraisers  are  all 
asleep;  in  fact,  some  of  the  domestic  witnesses  had  tne  affrontery  to 
say  fliat  the  appraisers  did  not  appraise  at  all.  And  some  of  those 
fellows  were  in  combinations  here  to  keep  up  the  prices  and  during 
tbe  days  of  the  war,  when  they  had  things  all  theu*  own  way,  they 
Were  a  mighty  autocratic  class. 
Senator  Smoot.  You  better  give  the  names. 
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Mr.  DoHERTY.  The  toy  manufacturers,  Ives,  lionel,  and  other- 
They  have  not  given  the  names  of  the  undervaluers.    They  ought  •■ 
do  it.    The  chief  special  agent  is  in  this  room  and  has  been  here  f  • 
some  days.     Men  appeared  here  and  talked  glibly  about  und*:- 
valuation.    Why  do  tney  not  notify  him,  and  he  will  get  frfter  th#-n 
right  quick.    Tnat  is  what  he  is  there  for.    I  wish  he  would  jr» 
the  collector  of  the  port  of  New  York  to  subpoena  some  of  thi-*- 
men  to  make  good  on  their  talk,  which,  I  believe,  is  done  wr 
deliberate  purpose  to  deceive  this  committee. 

Senator  Watson.  Congressman  Mott  made  a  speech  in  the  Hou«- 
on  the  14th  of  July,  on  page  3955  of  the  Record,  where  he  started  :: 
and  gives  one  instance  after  another  of  imdervaluation.    I  do  n-  * 
know  anything  about  it.    My  attention  has  just  been  called  to  it  - 
mostly  on  importations  of  chma. 

Mr.  DoHERTY  (looking  at  the  Congressional  Record).  That  b  ou 
old  stuff,  on  importations  of  Limoges  china  from  France. 

Senator  Watson.  You  do  not  suppose  that  that  Representativf 
goes  back  to  1910  and  gives  that  by  way  of  illustration  ? 

Mr.  DoHERTY.  He  does — 1908  and  1911 — all  ancient  histon. 
That  is  what  I  say,  all  this  old  stuff  is  brought  up  all  the  time. 

Senator  Watson.  Then  it  is  not  very  valuable  evidence. 

Mr.  DoHERTY.  That  is  of  no  use;  it  is  a  closed  chapter.  Some  •  f 
those  men  were  punished  and  some  escaped  punishment. 

Many  of  those  actual  undervaluations  do  not  involve  any  mor^. 
turpitude  at  all;  they  are  merely  technical.  Sometimes  a  man  wb<- 
has  made  a  purchase  does  not  know  that  three  or  four  others  hivr 
had  to  pay  more  thaii  he  has.  He  is  a  very  good  buyer,  and  mindia: 
his  own  business  strictly,  quite  satisfied  to  get  a  ^od  oargain.  V<-* 
the  first  thing  he  knows,  when  his  goods  arrive  m  New  York,  tbc^ 
are  raised. 

I  had  the  same  experience  myself,  if  you  will  bear  with  mc  » 
moment.     During  the  war,  of  course,  the  supply  of  fancv  goods  fi»»iL 
Germany  was  cut  off,  and  particularly  these  ^lass  balfs  which  }"- 
hang  on  Christmas  trees.     Therefore  the  house  i  was  connected  wiv 
resorted  to  Japan,  and  a  man  went  over  there  in  good  time  to  jr^i 
good  prices,  placed  ordei-s,  and  they  proceeded  to  till  them,  and»** 
had  several  shipments.     Then  another  shipment  came  along,  at^i 
low  and  behold,  we  were  raised  about  50  per  cent,  because  the  ap- 
praiser thought  our  goods  were  too  low;    and  successive  shipmt»n*- 
were  so  advanced.     I  was  quite  at  a  loss,  but  finally  it  tumi^d  ">- 
that  those  Japanese  manufacturers  had  actually  taken  the  Jr«H»•^ 
which  they  had  made  for  us,  and  which  they  had  contracted  to  seW  '•■ 
us  for  low  prices,  and  had  sold  them  to  some  eleventh-hour  customrr- 
the  big  department  stores,  who  had  rushed  over  to  buy  gpod>  '• ' 
Christmas,  and  offered  almost  any  price.    These  canny  Japaiii- 
sold  to  them  the  goods  that  belonged  to  us;  and  for  that  reason  »■ 
lost  not  only  the  merchandise,  but  we  were  jacked  up  by  the  apprniM.^ 
and  suffered  several  thousand  dollars  penalties. 

That  would  be  included,  Senator,  among  the  under  valuations.  Bu' 
it  is  purely  a  technical  undervaluation.     L-nder  a  law  that  leiup''n^» 
justice  with  inorcy,  w(^  ought  to  have  been  excused  from  any  pen-lt; 
But  the  law  is  incxcuablc  and  there  could  be  no  exception  made. 

Senator  Smoot,  I  (!<>  not  think  that  is  undervaluation  at  all. 
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Senator  Watson.  When  tourists  como  back  and  bring  in  goods, 
ir<*  those  goods  apj)raised  on  their  wholesale  or  retail  value  ? 
Mr.  DoiiERTY.  Theoretically  on  the  wholesale  price;  that  is  the  law. 
Senator  Watsok.  What  do  you  mean  by  ''theoretically?"    It  is  a 
practical  <iuestion. 

Mr.  DoiiEKTY.  The  law  says  the  duty  shall  be  imposed  upon  the 
wholesale  prices. 

Senator  Watsox.  The   law   squarely   states    that? 
Mr.  DoHERTY.  Oh,  yes- -at  the  usual  wholesale  price. 
vSenator  Watson.  I  did  not   know  that;  tha't  is  something  new 
to  nie. 

Mr.  DouEUTY.  A  great  many  passengers  do  not  know  it,  and  in 
the  inish  of  passing  baggage  it  does  not  come  up.  But  the  next  time 
remember  that,  that  you  are  entitled  to  have  the  goods  appraised  on 
the  wholesale  price. 

Senator  vSimmons.  Mr.  Doherty,  are  you  going  to  address  youreelf 
to  the  other  objection,  growing  out  of  difference  in  exchange  ? 

Mr.  DoiiERTY.  I  do  not  think  that  is  necessary,  Senator,  because 
upon  that  I  call  your  attention  again  to  the  hearing  of  April  22.  That 
was  all  fully  covered.  There  has  been  no  change  in  the  conditions 
either  in  this  country  or  in  foreign  countries  since  then. 

1  am  sorry  to  say  that  a  neighboring  Government,  Canada,  has 
followed  the  evil  example  that  tne  House  of  Representatives  set  at 
that  time,  and  has  enacted  a  currency  law  which  forbids  any  depre- 
ciation of  more  than  50  per  cent.  They  already  feel  they  maae  a 
great  mistake  in  that.  1  was  in  Ottawa  two  weeks  ago  and  talked 
with  the  commissioner  of  customs  there  in  connection  with  that. 
Senator  Simmons.  What  was  that  law  ? 

Mr.  Doherty.  They  provided  that  the  collector  of  customs  shall 
not  permit  any  greater  depreciation  than  50  per  cent  from  the  pro- 
claimed value. 
Senator  Smoot.  Twelve  cents  a  mark  ? 

Mr.  Doherty.  Twelve  cents  a  mark,  or  9  cents  a  lira.  The  result 
is  that  they  have  shut  out  goods  from  Germanv,  Italy,  Austria,  and 
those  central  European  countries  generally.  There  is  a  very  striking 
similarity  between  the  environments  of  tariff  legislation  in  the  two 
countries.  At  the  elbow  of  the  minister  of  finance  there  was  a  repre- 
sentative of  the  Canadian  manufactiurers  who  egged  him  on  to  this, 
and  he  accepted  the  advice  of  the  Canadian  manufacturers'  repre- 
sentative against  the  advice  of  the  minister  of  customs  and  the  com- 
missioner o?  customs.  They  warned  him  that  the  legislation  was  not 
advisable,  but  he  chose  to  ignore  their  advice,  and  wie  result  is  that 
they  are  not  getting  the  goods  they  want.  Instead  of  getting  a  large 
revenue  from  those  goods,  which  this  interested  partv  assured  the 
ministers  they  would  get,  they  are  getting  none  at  all.  And  they 
listen  with  a  very  sympathetic  ear  to  suggestions  that  there  might 
be  some  way  to  bring  tnose  goods  in  in  another  way. 

Senator  Smoot.  I  received  a  letter  the  other  day  in  response  to  a 
letter  I  wrote  as  to  how  the  law  was  working  up  there — this  very  law — 
and  stated  very  differently  from  what  you  nave  said,  and  I  do  not 
know  but  that  I  had  better  put  it  into  the  record. 

Mr.  Doherty.  If  it  is  contrary  to  what  I  say,  it  is  contrary  to  the 
statements  to  me  by  the  Canadian  commissioner  of  customs.  I  was 
talking  to  him  personally. 
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Senator  Walsh.  I  suppose  it  depends  upon  whom  you  write  U^ 

Mr.  DoHERTY.  Yes.  But  when  you  get  to  the  commissuonrr 
who  is  at  the  head  of  the  service,  you  know  whom  you  are  talkinrr  :• 

There  are  a  ereat  many  more  things  I  would  "like  to  dilate  «r 
I  wish  you  would  lend  me  all  the  time  that  was  occupied  by  the  is 
orators  in  opposition. 

Senator  McCumber.  There  may  yet  be  six  or  eight  witness^e^  *■ 
testify  on  the  same  side  you  do. 

Mr.  DoHERTY.  I  judge  not,  from  the  list.     Appearing  as  we  <' 
we  are  acting  upon  the  suggestion  and  request  of  Senator  Penrtr- 
who  asked  that  we  nominate  one  or  two  to  speak,  and  not  to  bavt  . 
whole  lot  of  orators  to  say  the  same  thing.     We   complied   ver. 
literally  with  that  request.     There  have  only  been  three  witnest*^ 
who  appeared  on  our  side,  and  two  of  those  were  attorneys  wh 
had  been  specially  employed  by  importers  who  wished  to  have  the^' 
own  representatives.    But  for  all  the  rest  of  the  importers  of  this  entr- 
country  we  are  speaking. 

Senator  Watson.  What  other  points  have  you  to  make  ? 

Mr.  DoHERTY.  I  would  like  to  advert  to  some  of  the  testimony  th** 
was  given  by  some  of  these  men  who  testified;  for  example,  that  my 
de  Jong,  who  held  the  floor  two  hours  last  Wednesdav,  and  wK 
brought  up  as  an  example  for  the  necessity  of  changing  tne  valuati*-: 
a  pile  fabric  that  he  said  he  used  to  get  from  the  firms  in  Shelton— ir 
Blumenthal  firm  in  Shelton,  at  S4.50  a  yard — and  he  found  he  coul' 
buy  it  in  Germany  at  $2  a  yard;  whereupon  the  American  deal**^ 
were  obliged  to  reduce  their  price  to  $3.50.     He  left  you  with  tt- 
inference  that  they  were  obliged  to  cut  prices  very  materially  be^'au- 
of  the  excessively  low  prices  of  the  German  product.     He  left  v- 
with  the  wrong  impression.     He  did  not  figure  in  all  the  elemer/- 
that  go  to  constitute  cost.     As  a  matter  of  fact,  that  German  produ  * 
landed,  duty-paid  at  $4.40,  and  there  was  not  any  need  at  all  for  t..- 
Shelton  manufacturers  reducing  their  price  from  $4.50  to  $3.'- 
because  he  did  not  figure  in  the  gross  profit  at  all,  nor  did  he  figiir- 
in  the  transportation  charges.     He  just  put  down  the  naked  foreu: 
cost,  plus  the  duty.     And  that  is  the  same  sort  of  dissimulation  tha* 
runs  through  the  argument  placed  before  you  by  these  intenst*-^ 
parties. 

I  do  not  think  that  that  is  quite  the  fair  wav  to  treat  the  commitir* 
You  are  laboring  under  tremendous  diflScuIty.  You  do  not  !n»r^/ 
the  witnesses,  and  you  have  no  one  to  cross-examine  them,  and  : 
think  it  is  only  fair  that  men  who  come  up  before  the  commit t^ 
should  be  truthful  in  their  statements,  and  snould  state  outright  ju-* 
what  the  facts  are,  so  far  as  they  know  them,  and  not  leave  the  c(»n;- 
mittee  under  the  wrong  impression. 

Senator  McLean.  Is  it  your  view  that  we  can  provide  proterti't 
against  German  importations  under  the  present  plan  that  will  n^' 
operate  as  an  embargo  against  importations  from  high-cost  countri'** 

Mr.  DoHERTY.  I  am  glad  you  asked  that  Question,  because  I  h»^' 
beeil  desiring  an  opportunity  of  clearing  up  tnis  question  of  corop«'*  * 
tion  between  foreign  countries.  What  do  we  care  about  competlt!"' 
between  one  foreign  country  and  another  ? 

Senator  Watson.  What*  we  want  to  do  is  to  protect  our  <»** 
country.  Since  you  are  asking  that  question,  how  are  we  goin«  * 
protect  this  country  under  those  conditions^ 
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\Ir.  DoHERTY.  How  are  we  going  to  protect  American  manufac- 
turers from  Germany  without  imposmg  an  embargo  against  the  high- 
cost  countries  ?     I  say,  we  do  not  care  anything  about  that. 

Senator  McLean,   i  ou  have  just  said  that  Canada  has  adopted  a 
plan  by  which  she  has  prevented  the  importation  of  goods  she  needs. 
Mn  DoHERTY.  Yes. 

Senator  McLean.  If  we  adopt  a  plan  that  operates  as  an  embargo 
against  all  countries  but  Germany,  may  we  not  be  in  precisely  the 
same  position  Canada  is  in  regardfing  importations  from  other  coun- 
tries tnat  we  need  ? 

Mr.  DoHERTY.  I  do  not  see  why  there  is  any  more  necessity  of 
enacting  such  a  tariff  than  ever  before.  All  ad  valorem  duties  bear 
unequafly  on  the  different  countries. 

Senator  McLean.  Then  you  favor  a  continuation  of  the  present 
plan? 

Mr.  DoHERTY.  Certainly. 

Senator  McLean.  And  you  offer  no  alternative  ? 
Mr.  DoHERTY.  I  say  it  is  no  affair  of  ours  how  much  foreign 
countries  compete  with  one  another.     Why  should  this  committee 
tax  American  consumers  to  benefit  England  or  France  as  against 
Italy,  Germany,  or  Japan  ? 

Senator  Watson.  Why  shotdd  we  devise  a  tariff  to  permit  imports 
irom  Germany  and  shut  out  all  the  other  nations  of  the  world  * 

Mr.  DoHERTY.  That  is  the  result  of  natural  causes;  that  is  some- 
thing we  can  not  help. 
Senator  Watson.  It  resulted  that  way. 
Mr.  DoHERTY.  Why  do  we  care  about  that  ? 
Senator  Watson.  We  do. 

Mr.  DoHERTY.  Why  should  you?  Wliy  should  not  we  get  the 
benefit  of  competition  between  foreign  countries? 

Senator  Watson.  Then  why  not  put  up  an  embargo  against 
Germany  and  the  other  nations  at  the  same  time  ? 

Senator  Smoot.  Why  not  put  an  embai^o  against  our  own  manu- 
facturers and  buy  German  goods  entirely  ? 

Mr.  DoHERTY.  That  is  afl  airy  persiflage.  Wo  ought  to  have  the 
benefit  of  foreign  competition  oi  foreign  countries.  If  we  go  to  buy 
any  foreign  goods  we  ought  to  get  them  as  cheaplv  as  we  can,  always 
having  a  proper  protective  duty.  In  other  words,  I  say  the  proper 
economic  principle  is  to  let  every  foreign  country  do  that  which  it 
can  do  best.  Then  we  get  the  benefit  of  it,  and  we  can  adopt  an 
adequate  tariff  so  far  as  the  American  industries  are  affected.     I 

can  not  see  for  the  life  of  me 

Senator  McCumber  (interposing).  Suppose  an  article  were  pro- 
duced in  Japan  for  $1;  it  took  $2  to  produce  it  in  Franco;  and  we 
put  a  tariff  only  so  high  but  what  tne  French  merchant  can  still 
import  into  the  United  States.  Suppose  we  charge  the  French 
mnrchant  50  per  cent  on  his  $2;  that  would  be  $1.  Could  not  the 
Japanese  pay  that  SI  and  still  compete  with  the  French? 
jIt.  Doherty.  Why,  of  course. 

Senator  McCumber.  Then  what  objection  would  there  bo  to  com- 
pelling Japan  to  pay  the  same  price,  upon  any  theory  that  we  would 
charge  the  Frenchman — whether  upon  ad  valorem  basis  or  whether 
on  a  specific  basis  ? 
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Mr.  DoHERTY.  That  is  not  the  same  thin^  at  all.     The  Sen&t.  • 
asked  me  if  there  was  not  some  way  by  which  you  could  equnh/ 
the  production  costs  of  foreign  countries  so  that  their  landed  oi-* 
here 

Senator  Watson  (interposing).  Oh,  no;  I  did  not  ask  you  that. 

Mr.  DoHERTY.  You  take  a  series  of  different  amounts  and  y  . 
add  a  like  amount  to  each  one,  and  you  do  not  change  the  relati^ 
position — one  is  still  higher  than  the  other. 

I  just  had  one  of  those  little  things  figured  out  here,  Senate ' 
An  article  was  selling  in  the  United  States  at  $1  and  it  would  hav. 
been  70  cents  in  En^and,  60  cents  in  France,  50  cents  in  German} 
40  cents  in  Japan.  If  you  impose  the  same  duty  on  all  of  then, 
that  is,  a  duty  of  50  per  cent  on  $1,  the  American  selling  pric»»  :- 
50  cents — you  simply  add  50  cents  for  each  one  of  those  amount- 
That  does  not  make  any  relative  diflFerence.  Japan  still  has  iL. 
advantage.  The  order  still  stands,  Japan,  Germany,  France,  ac-. 
England.  As  a  matter  of  fact,  you  have  put  a  higher  burden  <•' 
that  country  which  has  already  the  highest  cost.  What  coa-^oU- 
tion  is  it  to  that  country  to  know  that  the  low-cost  country  ha.- 
also  been  advanced?  None  at  all.  Really,  I  can  not  take  tLa* 
seriously  at  all. 

Senator  Watson.  It  costs  less  to  produce  goods  in  Germany  thar 
in  any  other  country  in  the  world  right  now? 

Mr.  Doherty.  No. 

Senator  Watson.  Considering  the  rate  of  exchange,  it  costs  le^^ 
to  produce  goods  in  Germany  than  any  other  country,  except  Japax. 
Now,  if  we  put  a  tariff  on  sufficient  to  protect  the  American  manu- 
facturer against  those  low-priced  goods,  can  any  other  country  ship 
their  goods  into  this  country  ? 

Mr.  Doherty.  Yes. 

Senator  Watson.  How. 

Mr.  Doherty.  Because  it  is  very  rarely  that  you  will  find  exactly 
the  same  article  shipped  into  this  country  from  different  countnt^ 
Take,  for  example,  laces 

Senator  Watson  (interposing) .  Does  not  Germany  ship  practical! v 
everything  into  this  country  ? 

Mr.  Doherty.  Not  at  all. 

Senator  Watson.  All  woolens  and  cottons  ? 

Mr.  Doherty.  We  had  no  woolens  from  Germany  for  a  long  timt- 
and  no  cottons  either. 

Senator  Watson.  We  have  had  some  cottons,  of  course,  we  havf. 

Mr.  Doherty.  We  get  laces  from  Nottingham,  England;  we  grJ 
laces  from  Calais,  in  France — I  am  taking  normal  times.  We  g<*' 
burnt-out  laces  from  Plauen  in  Germany  and  Barmen  in  Germany. 
We  also  get  some  laces  from  Belgium  and  from  Italy. 

That  is  all  lace,  but  it  is  not  the  same  thing;  it  does  not  competf 
the  Nottingham  is  entirely  different  from  the  Calais  and  the  PlauK. 
lace,  and  the  burnt-out  article  is  different  from  the  other,  and  tU 
Belgian  and  Italian  are  mostly  handmade  laces. 

Senator  Watson.  And  the  things  that  Germany  is  sending  in^' 
this  country  are  unique  to  Germany,  and  other  countries  are  n"i 
importing  those  tilings. 

Mr.  Doherty.  That  is  altogether  too  sweeping.  I  say  this,  t>  » 
general  rule  there  are  such  diflerences  between  the  prcnlucts  of  xh*^' 
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rarious  countries  each  one  can  go  along  side  bjr  side;  each  finds  its 
)wn  market.     Where  the  goods  are  absolutely  identical  there  is  no 
hope;  the  lowest  country  will  then  win  out.     And  that  is  very  much 
to  the  advantage  of  our  American  consumer,  and  if  that  country  is 
able  to  supply  all  our  legitimate  demands,  and  you  levy  suflBcient 
duty  to  protect  the  American  manufacturer,  that  situation  is  ideal. 
You  are  satisfied.     Why  should  you  care  that  if  in  the  meantime  the 
products  from  some  higher-cost  country  are  shut  out  ?    How  is  that 
any  concern  of  ours  ?     I  do  not  see  it  at  all — ^America  first. 
Senator  Watson.  Is  not  that  Germany  first  ? 
Mr.  DoHERTY.  No,  no. 
Senator  Watson.  Are  you  a  free-trader  ? 
Mr,  DoHERTY.  No,  indeed;  I  am  not. 
Senator  Watson.  Are  you  a  protectionist  ? 
Mr.  Doherty.  I  am. 

Senator  McLean.  That  is  Germany  first,  last,  and  all  the  time. 
Mr.  Doherty.  I  am  straight-out  Kepublican,  and  expect  to  con- 
tinue to  be  one,  and  I  am  a  protectiomst.     But  I  do  not  believe  in 
any  more  prohibition  than  we  have  now.     [Laughter.]     We  do  not 

want  any  country 

Senator  Watson  (interposing).  When  you  speak  of  "prohibition" 
you  touch  a  tender  cord  in  the  audience.     [Laughter.] 

Mr.  Doherty.  I  may  say  I  have  some  little  sensibilities  myself. 
Senator  Walsh.  If  you  undertook  to  make  a  tariff  law  upon  the 
basis  of  keeping  out  of  this  countrj  the  products  of  the  low-cost 
countries,   are    you  not  leading    directly  toward  confining  every 
country  in  the  world  to  its  home  market  for  its  business  ? 
Mr.  boHERTY.  Practically,  yes. 

Senator  Walsh.  When  vou  begin  to  say  we  must  shape  our  tariff 
so  that  the  low-cost  producing  countries  can  not  come  in  you  are 
practically  putting  up  an  embargo  and  leading  toward  each  country 
only  producing  the  amounts  of  goods  its  own  people  can  consume. 

Senator  Smoot.  That  would  oe  the  case  if  we  had  absolutely  free 
trade  in  this  country  on  everything.  That  same  reasoning  would 
apply  if  there  was  not  a  tariff  in  existence.  If  Germany  can  make 
goods  cheaper  than  any  place  in  the  world,  Germany  will  control  the 
commerce  of  the  world,  as  far  as  she  can  produce  those  goods. 

Senator  Walsh.  I  have  some  sympathy  with  the  suggestion  that 
we  should  not  be  obliged  to  compete  with  those  countries  that  pro- 
duce goods  that  are  made  in  America  at  a  lower  cost  or  less  cost. 
But  I  do  not  see  why  you  consider  that  factor  in  drafting  yoiu-  tariff 
law  to  prevent  those  goods  coming  in.  I  do  not  see  why  you  are  not 
bound  to  go  step  by  step  toward  putting  up  a  wall  ana  doing  away 
with  export  busmess  witn  every  country  in  the  world. 

Senator  Smoot.  The  American  valuation,  in  my  opinion,  is  the  only 
possible  thing  to  equalize  that.  The  question  of  whether  it  is  a 
tariff  wall  depends  upon  the  rate  we  put  m  the  bill,  but  the  American 
valuation  will  equalize  between  Germany  and  England  and  France. 
One  will  have  just  as  good  a  chance  as  another,  as  far  as  the  amount 
of  duty  that  will  be  imposed  is  concerned. 

Senator  Walsh.  The  goods  then  will  come  from  the  low-producing 
country. 
Senator  Smoot.  Of  course,  they  will — free  trade,  tariff,  anything. 
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Mr.  DoHERTY.  This  new  scheme  does  not  cure  that  condition  &* 
all.     It  simply  provides  that  all  pay  the  same  amount  of  duty. 

Senator  Smoot.  That  is  what  it  does. 

Mr.  DoHEBTY.  Production  cost  remains;  landed  cost  remains. 

Senator  Smoot.  But  it  does  give  oiur  American  manufacturer  - 
chance  to  manufacture  goods  in  this  country  in  comparison  with  ti:- 
lowest 

Mr.  DoHERTY  (interposing).  It  simply  gives  additional  prot€Krti«iL 

Senator  McCumber.  It  gives  us  a  greater  amount  from  the  lowt-r- 
producing  country. 

Mr.  DoHERTY.  It  also  exacts  a  greater  amount  from  the  higher. 

Senator  McCumber.  Suppose  we  leave  that  practically  the  same 
We  would  still  ^et  a  proportionate  amount  from  those  whose  h<»n!» 
prices  were  much  below  the  higher  prices. 

Mr.  boHERTY.  I  do  not  see  how  you  can  leave  the  low  produrinj 
countries  alone. 

Senator  McCumber.  Suppose  we  have  an  article  produce<l  :r 
Great  Britain  for  a  dollar,  and  we  will  say  a  dollar  is  tne  AmeriraL 
price  here,  and  we  charge  10  per  cent — 10  cents.  If  the  same  ^(hh:^ 
are  produced  in  Japan,  we  wul  say,  for  a  half  dollar,  and  we  caar^ 
10  per  cent  ad  valorem,  why,  on  the  ad  valorem  price  they  wou^.* 
only  pay  5  cents;  whereas  if  we  take  the  American  price  you  pay  1< 
cents  just  the  same  as  the  British? 

Mr.  DoHERTY.  Exactly. 

Senator  McCumber.  And  then  we  get  5  cents  more  on  that  par- 
ticular article,  would  we  not,  from  Japan  ? 

Mr.  DoHERTY.  Her  landed  cost  would  be  60,  and  England  $1.10. 

Senator  McCumber.  You  have  not  raised  England,  out  you  ha^e 
raised  the  other.  I  am  assuming  you  have  not  put  your  tariff  hiiri 
enough  to  raise  the  tariff  against  the  English  manufacturer  at  al-. 
but  you  have  brought  the  otners  nearer  to  him. 

^Ir.  DoHERTY.  I  do  not  get  that  at  all. 

Senator  Simmons.  You  said  you  are  a  Republican  ? 

Mr.  DoHERTY.  Yes,  sir. 

Senator  Simmons.  If  we  adopt  this  scheme,  what  will  become  of  xh** 
old-time  Republican  doctrine  of  the  tariff  that  was  measured  by  tin* 
difference  between  the  cost  of  production  here  and  abroad  ? 

Mr.  DoHERTY.  I  do  not  want  to  get  into  politics  now.  But  then* 
seems  to  be  no  party  differences  as  to  protective  tariff.  This  pre^^^nt 
law  under  which  we  are  working,  with  all  due  respect,  is  practical ; 
a  protective  tariff,  because  it  was  personally  intended  by  its  sponge 
in  the  lower  House  to  be  a  competitive  tariff,  and  the  rates  werf 
made  so  they  would  compete.     So  it  is  really  a  protective  tariff. 

Senator  Watson.  Do  you  mean  to  say  that  Senator  Simmi»ti> 
deliberately  formulated  a  protective  tariff  ? 

Mr.  DoHERTY.  Senator  Simmons  made  698  amendments  to  tho 
tariff  passed  in  the  House  of  Representatives.  I  believe  that  is  thf 
correct  number,  is  it  not.  Senator  ? 

Senator  Simmons.  He  made  a  great  manv  amendments.  It  wf»i 
over  600. 

Mr.  DoHERTY.  It  was  over  600. 

Senator  Simmons.  And  500  of  them  stuck. 

Mr.  DoHERTY.  The  tendency  of  your  scheme  will  be  a  yon*  {ht- 
nicious  one.     The  tendency  will  be  to  do  away  with  outright  pur- 
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tiases  by  American  purchasers  in  the  open  European  markets  and 
will  t^d  to  stimulate  one  of  the  greatest  evils  oi  our  tariff  system, 
ne  that  has  been  denounced  by  successive  Secretaries  of  the  Treasury 
rem  eLWB,y  back,  as  far  back  as  you  can  go,  and  that  is  that  system 
Thereby  goods  are  consigned  by  a  foreim  manufacturer  to  an  agent 
a  this  coimtry.    That  is  the  result  of  this  system. 

You  ought  to  think  well  over  that,  because  that  is  a  very  bad  thing 
roin  every  standpoint,  for  this  reason:  At  the  present  tmie  a  large 
iouse  like  Marshall  Field  &  Co.  makes  a  purchase  in  the  open  market 
in  Europe  and  brings  them  in.  Goods  Dought  in  the  open  market 
iiave  a  notorious  value,  and  there  is  no  trouble  about  the  duty. 
Lender  this  it  will  be  decidedly  to  the  advantage  of  the  manufacturer 
who  makes  those  goods  to  send  them  to  his  agent  in  this  country, 
because  he  can  make  his  own  selling  price  in  this  market  and  his 
selling  price  can  be  lower  than  Marshall  Field's  selling  price,  because 
he  has  eliminated  Marshall  Field;  he  has  eliminated  that  middle  man. 
His  dealings  can  be  practically  direct  to  the  retailer.  So  he  can 
absorb  a  part  of  the  profit  that  Marshall  Field  &  Co.  made  and  still 
put  liis  goods  on  the  American  market  at  a  lower  price  than  Marshall 
Field  &  Co.  are  able  to  sell  them.     That  is  a  very  bad  tiling. 

I  remember  a  striking  passage  in  a  report  of  Col.  Tichenor,  Assist- 
ant Secretary  of  the  Treasury  at  one  time,  who  was  going  through 
some  foreign  country  and  he  noticed  a  row  of  magnificant  mansions, 
and  he  asked  who  lived  there,  and  he  was  told  that  the  men  who 
\ived  there  were  those  who  got  wealthy  consigning  goods  to  America. 
Col.  Tichenor  was  one  of  the  best  and  brightest  minds  that  ever 
graced  the  Treasury  Department  of  the  United  States. 

This  bill  as  it  stands  now  would  have  a  tendency  to  aggravate  that 
situation.  It  will  eliminate  the  outright  purchase,  which  is  what  we 
ought  to  have. 

There  are  a  whole  lot  of  other  things  I  would  like  to  talk  about, 
but  I  yield  to  the  pressure  of  the  committee,  but  at  the  opening  of 
my  remarks  I  insisted  we  did  not  know  what  *  ^comparable' '  meant, 
and  we  do  not  know  yet.     So  we  have  prepared  here  a  summary  state- 
ment based  on  the  American  selling  price,  as  well  as  we  know  it. 
Cnder  the  second  part  of  section  402 — tne  part  that  provides  a  method 
for  appraisement  of  goods  that  are  not  comparable  with  American 
products;  in  other  words,  where  there  is  no  American  product  at 
all — there  are  more  of  them,  of  course.     In  some  cases,  m  order  to 
comply  as  well  as  we  could  with  the  requirements  of  the  committee, 
we  have  put  down  a  thing  as  being  comparable,  although  we  had  very 
serious  misgivings  whether  it  was  or  not.     The  first  example  that 
comes  to  my  mind  is  the  so-called  prophylactic  toothbrush — that  is, 
a  toothbrusli  with  the  bristles  of  varying  lengths,  a  sort  of  a  tuft  at 
one  end,  the  idea  being  that  it  can  reach  better  into  the  crevices  of  the 
mouth.    That  is  a  well-known  American  article  made  in  Florence, 
Mass.     There  is  another  toothbrush  which  comes  from  Japan,  made 
in  the  same  way;  but  it  is  not  as  good  as  the  American  article  at  all; 
the  bristles  are  not  as  good,  the  handle  and  back  are  not  as  good ;  but, 
as  1  say,  in  order  to  comply  so  far  as  we  could  witli  the  spirit  of  the 
committee  we  called  that  comparable. 

So  we  have  prepared  this  summary  statement  which  contains  the 
description  of  the  article  and  the  country  it  comes  from,  and  the 
foreign  selling  price,  and  the  case  and  packing  and  transit  expenses. 
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rate  of  duty  under  the  present  law  and  the  paragraph,  the  amour/ 
of  duty  imder  the  present  law,  and  the  present  selling  price  witL  : 

fross  profit  of  25  per  cent;  then  the  proposed  rate  under  the  Fordn*-- 
ill  and  the  amount  of  duty  on  the  selling  price  under  the  terms  of  tt  • 
Fordney  hill.  And,  finally,  the  fourteenth  coltunn  shows  the  equivalr.- : 
ad  valorem  percentage;  the  fifteenth  column  is  the  one  where  we  hs:- 
put  down  a  comparison  where  we  thought  we  could  find  a  comparis«<' 
where  we  spelled  out  comparison;  and  then  the  sixteenth  colum:. 
shows  duty  under  the  Payne-Aldrich  Act,  and  the  paragraph  numh^- 
of  the  Payne-Aldrich  Act. 

All  these  examples  were  furnished  by  merchants  in  New  Yon 
and  other  places  at  our  request,  in  order  to  prepare  f of  this  hearinj 
They  were  furnished  with  a  form  and  told  to  put  down  the  exi^' 
figures  just  as  they  were  taken  from  their  books.  So  that  thi* 
summary  represents  actual  transactions,  and  where  there  was  an; 
comparison  possible  it  was  an  actual  transaction  also;  that  is,  then- 
was  an  American  article  that  we  deemed  to  be  comparable  with  iki' 
one  under  the  law. 

I  should  like  to  offer  that  for  the  record,  and  I  would  like  to  have  r. 
printed  in  the  record. 

Senator  McCumber.  That  will  be  printed  as  a  part  of  your  testi- 
mony. 
Mr.  DoHERTY.  I  could  talk  a  whole  lot  about  this  and  explain  it. 
(The   tabulated   statement   referred   to   and   submitted    oy  Mr 
Doherty  will  be  found  in  a  subsequent  print.) 

Senator  McLean.  Did  you  appear  before  the  Ways  and  Mean- 
Committee  of  the  House  ? 

Mr.  Doherty.  They  had  no  hearings  on  this  at  all.  We  follow*^: 
the  exact  language  of  the  law.  We  certainly  calculated  it  ja-* 
exacrtly  the  way  the  merchant  would  calculate  his  costs  and  ih* 
selling  prices.  Those,  as  I  say,  represent  the  actual  prices  of  p><Hi» 
that  are  bought  and  sold  dailv  in  the  markets. 

The  Chairman.  I  should  like  also  to  put  in  evidence,  if  it  is  ne<*e- 

sary,  a  copy  of  the  hearing  of  April  22  before  this  committee.     Is^  tha' 

necessary — to  nut  it  in  evidence — or  will  you  take  judicial  notice  of  it  ■ 

Senator  McOumber.  Is  it  a  copy  of  hearings  already  had  by  thi- 

committee  ? 

Mr.  Doherty.  It  is  the  one  on  the  antidumping  bill  in  April  la^i  - 
antidumping  and  currency. 

Senator  McCumber.  How  long  is  it  i  If  it  is  already  printeii  i* 
would  seem  it  would  not  be  necessary  to  reprint  it  a^in  for  the  u*^ 
of  the  committee,  as  the  committee  has  it.  But  if  it  is  brief  and  yn- 
would  like  to  have  it  as  a  part  of  your  testimony,  I  can  see  no  obji««'* 
tion  to  having  it  reprinted. 

Mr.  Doherty.  It  is  about  the  size  of  that.  [Exhibiting  pamphk' 
to  the  committee.] 

Senator  McOumber.  I  should  think  we  ought  not  to  go  to  tJu' 
length  in  reprinting  a  pamphlet  of  that  kind. 

Mr.  Doherty.  I  do  not  care  for  it  particularly,  although  I  shoaU 
like  to  have  it  appear  in  this  record  tnat  all  the  facts  concerning  t'" 
rise  of  prices  in  German  and  other  European  goods  since  1914  an*  i"    ; 
the  files  of  this  committee  and  on  the  records  of  this  committee.  i 

Senator  McCumber.  You  may  refer  to  any  pages  in  that  that  v'^    j 
wish  to  refer  to. 
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Mr.  DoHERTY.  The  whole  pamphlet  deals  with  it,  and  I  would  like 
3  have  that  well  considered  as  part  of  our  proof  and  considered  in 
ridence  the  same  as  if  witnesses  were  called  liere  now  and  examined 
rally. 

Senator  McCumber.  That  will  be  done. 

Mr.  DoHERTY.  The  summary  I  have  submitted  contains  no  pyra- 
liding  and  no  exaggerations  at  all.  The  figures  are  those  of  actual 
ransactions,  and  they  are  figured  out  according  to  the  language  of 
he  law. 

Senator  Smoot.  I  see  you  have  selected  such  articles  as  razors, 
oothbrushes,  and  such  things.  You  know  we  have  always  had  a 
;reat  deal  of  trouble  with  those,  to  protect  against  foreign  countries. 

Mr.  DoHERTY.  I  think  there  are  250  commodities  in  all.  We  have 
lone  the  very  best  we  could  to  make  as  wide  a  selection  as  possible. 

Senator  McCumber.  Is  that  all? 

Mr.  DoHERTY.  No;  it  is  not  all.  But  I  will  have  some  considera- 
ion  for  those  who  follow  me.  I  should  like  to  have  made  a  much 
uUer  presentation,  as  there  is  a  great  deal  to  be  said,  and  I  should  like 
:o  have  said  it,  but  I  recognize  conditions  and  bow  to  the  inevitable. 

I  thank  you  very  much  for  the  hearing. 

Senator  mcCtjmber.  Thank  you  very  much,  Mr.  Doherty.  We 
will  now  hear  Mr.  Pevny. 

STATEMEITT    OF    MB.    EMIL    PEVNT,    MANUFACTUBEB    OF 

COTTON  GLOVES,  OSWEGO    V.  Y. 

Senator  McCumber.  You  are  from  Oswego,  N.  Y.  ? 

Mr.  Pevny.  Yes. 

Senator  McCumber.  What  is  your  business  ? 

Mr.  Pevny.  I  am  a  manufacturer  of  cottongloves,  which  industry, 
as  vou  know,  did  not  exist  before  the  war.  We  have  established  this 
industry  and  have  produced  goods  which,  during  the  war,  were  at  all 
times,  not  only  in  this  country,  but  to  a  very  appreciable  extent  for 
export,  giving  excellent  satisfaction,  judging  from  the  repeat  orders 
we  have  received. 

I  myself  made  during  the  short  period  one  single  order  for  Norway 
of  500  dozen.  I  have  copies  here  of  the  original  order  covering  om* 
goods  which  were  exported  to  Melbourne,  Australia;  Perth,  Australia; 
Adelaide,  Australia;  Dunedin,  New  Zealand;  Christ  Church;  Chris ti- 
ania,  Norway.    I  also  had  an  order  from  South  America,  too. 

The  whole  thing  hinges,  to  be  quite  frank,  upon  German  importa- 
tions. We  can  not  compete  with  the  German  wages  which  are  to-day 
actually  one-tenth  of  ours.  On  top  of  that  we  have  the  depreciation 
of  the  mark. 

As  the  foreign  minister  of  Germany  only  the  other  day  remarked, 
in  reply  to  the  exigencies  of  the  French  Government,  "Our  big  busi- 
ness m  exportation  is  simply  due  to  the  low  currency  of  the  country." 
Consequently,  it  is  deceptive.  But  the  Germans,  naving  it  in  their 
hands  to  maintain  the  mark  at  that  level,  only  need  to  print  another 
issue  of  paper  money  in  order  to  maintain  the  low  mart  at  IJ  or  H 
cents  indennitely. 
Senator  Smoot.  That  is  what  they  will  do  ? 
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Mr.  PsvNT.  J  said  90  per  cersL  -wkAdu  is  on  Oerma&  importatkif:* 
Then  Switzerland,  England,  and  Holland  all  have  cvpendeB  miKA 
nearer  to  oiuss,  and  we  woa^d  pemafiae  those  coontrias  and  gi^i 
Germany  almost  a  monopoly.  We  might  just  as  well  saye  all  lL» 
expensive  apparatus  of  colleoting  customs,  because  it  is  hardly  wor* : 
while  to  collect  so  much  more  from  oth^  countries. 

If  the  importers  pretend  that  they  have  the  consumers'  interest  *; 
heart,  I  claim  that  is  ridiculous.  Besides,  is  not  ever^r  consumer  • 
producer  ?  We  have  no  two  classes  in  our  society — one  is  a  prodiMYr 
and  one  is  a  consumer.    We  both  produce  and  consmne. 

And  I  beg  to  remark,  as  a  very  important  factor,  that  we  are  usinf 
exclusively  the  finest  grade  of  Amencan  grown  cotUm  in  our  manu- 
facture, wnile  the  Germans  go  to  Liverpool  and  buy  Egyptian  cottor. 
and  not  only  that,  but  New  York  importers  took  good  Americai. 
money  which  they  made  and  bought  cotton  in  Liverpool  and  sent  * 
to  Saxony  and  had  it  transformed  into  gloves^  which  they  took  bsrk 

One  of  the  importcBs — ^because  I  read  the  report  in  the  paperv  - 
remarked  when  the  emei^ency  tariff  was  under  discussion— 8  cent* 
valuation  of  the  mark — -  'If  you  do  that,  you  give  the  AmehciLr 
manufacturer  a  monopoly..''  It  is  very  recent  mstoiy.  What  ha- 
happened  during  those  past  few  months?  The  German  manuf^- 
turers  and  these  importers  haore  the  monopoly,  and  we  have  to  pu: 
signs  on  our  factories  **To'let." 

Senator  Watsok*  Is  your  f adnry  running  t 

Mr.  Pevny.  It  was  running  last  week,  but  tmo  others  shut  doir. 
within  six  weeks  for  lack  of  orders. 

Senator  Watson.  How  many  workmen  have  you  employed  t 

Mr.  Pevnt.  I  have  eniplqyed  as  many  as  120.  I  am  only  a  small 
modest  man  in  comparason  to  others  in  our  industry. 

Senator  Watson.  Why  are  you  shut  down  now  I 

Mr.  Pevny.  On  account  of  lack  of  orders.    All  these  ■nportfn 
who  have  been  mjr  customers  canceled  their  orders,  of  too  when  I 
had  them  in  execution,  by  simi^y  telegraphing  to  caned,  "Ts»  lat^- 
And  I  beg  to  remark  that  we  get  as  many  weeks  to  make  aa  order  •* 
they  give  the  Germans  months. 

Sienator  Watson.  When  did  the  Gennan  impottatkm  of  this  km^i 
of  goods  begin ) 

Mr.  Pkvny.  Every  month  they  are  coming  in  now;  I  have  (sut 
the  statistics.  In  1920  for  the  single  month  of  March  imports  wrsv 
17,000  dosen;  this  year  for  the  same  month  it  wa»  66»000  doxn 

Senator  Watson.  What  is  the  difference  in  the  coat  of  pffodiictJ«'r. 
in  your  factory  and  in  Germany ) 

Mr.  Pbvny.  One-tenth  of  their  cost  of  productidtau  UmI  is  viist 
I  consider  a  rather  delicate  subject,  but  the  leader  of  the  DemocffstK 
Social  Party  published  a  work,  which  you  will  find  in  the  Wsahinft  z 
library,  1910,  and  the  edition — which  is  the  fiftieth  edition  of  tbtt 
work  in  the  English  translation — that  with  the  wa^  which  these  pr^ 
earn  in  Germany  50  per  cent  have  to  have  a  fncnd  to  hdp  tier. 
along.  They  have  to  take  bundles  home  and  work  till  nsidni^i- 
where  fathers,  sisters,  and  mothers  assist  than  to  eke  o«t  a  Unnc 

Well.  I  am  proud  to  say  that  in  my  factory  I  have  not  a  girl  tbftt 
I  would  be  ashamed  to  tWke  into  my  own  home. 

Senator  Watson,  WTiat  wages  do  you  pay  i 

Mr.  Pevxy.  An  average  of  $20  a  week. 
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SeoMor  McJLEMdf .  How  mt9axy  giris  are  emplo]^  bj  uU  tine  ifttef- 
Bto  yon  reprasettii 
Mr.  FiBFvyr.  Bj  .di  ibe  mdastries  J    Thoitaands  of  tiram. 
Senator  McLbajt.  I  «m  apeakine  aow  o(f  the  cotton«^love  mdustay. 
Mr.  ^  PBr:nr..  Qnlgr  the  <x>t4«m-^Fe  indiiatry,  and  we  are  using 
xcknively  Amerkan  cottoiL 

Bendesy  genthmen,  I  'Sivppose  you  saw  only  last  week  ithat  the 
Brhiflb '-Qov^eniment  had  set  asidie  £1,000,000  to  foster  mii.  ixiciiease  4 
pffodiaotaon  of  cotton  wtthfiiL  the  empire,  in  Soutfti  Africa,  in  S^gf  pt, 
Bind  India;  and  the  cotton  spinners  of  Lancashire  paromised  to  eon^ 
tribute  appreciably  toward  that  fiind,  so  as  to  make  tniem  iadepeodent 
of  Ike  Axxterican  piroiliieliion  of  eotton,  while  we  are  letting  the  German 
^oods  in  idmost  free  at  the  present  moment,  becavae  t}m  duty  ool** 
leeted  ^o-4ay  is  *  farce.  We  are  losing  a/t  th^e  samje  iime  millions  of 
pounds  of  American  cotton,  which  the  cotton  producers  hare  would 
t>e  very  glad  to  have  an  outlet  for,  and  we  hare  it  right  here.  I  know 
importers  of  New  York  who  go  to  Liverpool  and  buy  cotton  there  and 
aend  it  to  <7enttany  £ar  atanufacture. 

Everj^  pairtrf  Oermannnade  cotton  gloves  coming  into  this  coimU;^ 
to-day  16  tjf  Egyptian  yam,  and  we  have  to  lay  idle  and  see  this 
maiketr  flooded  witii  German  ixaportatiions. 

I  eite  Uiese  importalAons  of  German  gloves.  Note  there  was  in*- 
crease  m  the  qnan^iitp  iarifKirted  for  the  single  month  of  April,  1021, 
50,060  dozea,  valued  at  t62,000,  as  compared  witli  the  imports  for 
the  saxae  iDonth  1930.  Also  notioe  tiiat  for  the  10  months  endis^ 
1921  there  was  an  increase  of  303,000  dozen  pairs  in  quantity,  vahted 
attl,670,000y  as  comfiared  with  the  period  ending  April,  1920. 

If  prices  soiu^  during  the  war,  it  was  due  lar^y  to  profits  whidki 
these  wholesalers  and  retailers  put  on  those  goods; — ^wnolesalers  50 
per  cent  and  the  retailers  100  per  cesat  aaia  upward.  Those  are 
positive  facts,  which  I  can  substantiate.  I  saw  in  the  office  of  a 
New  Yoiik  ioDOiporter,  when  they  were  feebng  very  good,  a  sign  hung 
up,  which  read:  ''May  God  give  us  coiunage  to  ask  for  higher  prices 
this  day." 
Senator  Waitsok.  Thev  eyidently  got  strength. 
Mr.  Pevny.  They  did  nave  it. 

Did  anybody  take  the  trouble  to  consult  Bradsti^et's  or  Dun's, 
and  com|ftare  the  ioHoporter's  ratings  before  the  war  with  those  of 
to-day^  and  he  will  mid  how  much  money  they  made  on  Amarioaja 

foods.  The  American  manufacturer  was  not  good  enough  for  ithem. 
can  show  you  letters  they  ^i^ote  to  me  bowing  down  to  me  and 
^3^Dg9  '^"Give  us  goods — eood  boy,''  and  all  those  sort  of  things;  and 
aow  T^et  telegramiB  eanceling  orders  when  I  am  24  hours  late. 

Talkmg  ahout  exports,  how  in  the  world  can  we  ever  hope  to 
export  if  we  can  not  hold  our  own  market'?  If  the  importers  pre- 
t€iMi  to  practice  altruism  by  saying  that  they  are  mstrun^ental  ifi 
teduouig  prices  of  commodities,  this  is  only  a  subterfuge  because 
they  make  the  same  rate  of  profit  on  German  goods  for  the  original 
^ost,  for  the  original  cost  is  lower  and  it  is  oertainly  not  their  merit; 
it  is  <mly  through  the  original  costs  that  the  goods  appear  lower. 
But  their  profit  as  just  the  same. 

I  wish  to  clear  up  some  erroneous  statements  which  exist  about 
American  valuation.  Inasmuch  as  only  the  rate  of  duty  is  applied 
^  American  valuation^  the  real  cost  of  goods  is  only  paid  by  the 


468  TABIPF — ^AMEMCAK  VALUATIONS. 

importer  at  the  depreciated  German  cmrency  where  he  still  gets  t:/ 
full  profit.     For  ar^ment's  sake,  we  take  an  article  that  eo6t6  dt*- 
marks  and  for  which  the  American  manufacturer,  say,  gets  $1. 
300  marks  equals  to-day  the  cost  at  $1.25 — ^S3.75,  add  40  per  ck" 
on  $12,  the  American  valuation  makes  $4.80 — total,  $8.55:  addirc 
additional  expenses,  $9  landed.     Leaving  a  margin  to  the  import'- 
of  $3  on  a  dozen — and  both  of  us  compete  at  par.    Let  then  ti. 
American  public  decide  to  which  article  they  give  the  prefereor- 
and  you  see  by  this  example  that  this  tari£P  is  not  protective,  b';* 
only  a  competitive  tariff. 

^nator  McLean.  Are  you  satisfied  with  the  rate  ? 

Mr.  Pevxy.  I  am  not  quite  satisfied.     I  would  like  to  see  it  60  p«T 
cent  instead  of  40. 

Senator  McLean.  I  do  not  bear  it  in  mind.  What  is  the  rate  **^ 
your  product  ? 

Mr.  Pevny.  Thirty-five — ^it  was  35  and  is  now  supposed  to  be  4*- 

Senator  McLean.  And  you  want  60  ? 

Mr.  Pevny.  Yes,  sir.  Talking  about  Canada;  I  have  a  friend  a: 
Toronto,  who  is  also  a  large  cotton  glove  manufacturer,  and  I  c«*r* 
CTatulated  him  that  the  Canadian  Government  has  so  fuUy  protect*^: 
mem  by  giving  them  12  cents  valuation  on  the  German  mark.*. 
I  have  got  the  letter  here,  which'  I  can  show  you.  And  he  sa%- 
"  I  am  not  at  all  so  sure  about  that,  because  we  are  getting  a  auantr? 
of  goods  in  through  Switzerland,  and  from  appearance  tney  ar.- 
undoubtedly  German  ^oods,  and  imless  the  Canadian  Govemmer/ 
can  stop  that  I  am  afraid  protection  will  help  us  very  little."  Coa^*- 
quently,  I  say  that  is  the  effort  of  some  unscrupulous  and  resourcefn? 
competitor,  and  there  is  no  protection  to  the  American  manufactun*r 

Senator  SM007.  There  is  no  reason  why  they  could  not  ship  th<^ 
German  goods  to  Japan  and  then  Japan  sell  them  there.  There  i« 
no  difference  in  exchange. 

Mr.  Pevny.  There  is  some  little  difference,  as  they  ship  their  good« 
without  fasteners,  and  put  the  clasps  on  and  say  they  are  finished  i: 
Switzerland,  and  get  the  consular  mvoice,  and  that  is  the  way  thf  J 

fo  to  Canada.     'Hiat  is  what  my  friend  was  complaining  of.  *  Tb*: 
appens  to-day. 

We  are  up  against  the  unscrupulous  and  resourceful  oompetit*: 
whose  wages  are  one-tenth  of  what  ours  is,  and  whose  comocr  i« 
absolutely  depreciated,  and  who  has  it  in  his  hands  to  maintais 
that  curi^ncy. 

The  German  minister  of  finance,  Rosen,  in  his  telegram  of  two  <  r 
three  days  a^ro,  said  it  was  deceptive  because  only  based  on  k** 
currency!  and  they  are  going  to  keep  the  curreocy  at  one  and  i 
quarter,  and  to  do  so  only  needs  to  issue  more  paper  money. 

Furthermore,  every  thread,  every  fastener,  everv  aceeasorr  «* 
pnxluce  in  this  country  enters  into  our  goods,  llbere  is  nothmr 
of  that  kind  importoil,*  Therefore  we  create  certain  requiranens 
of  acct^ssorv  industries.  For  instance,  I  created  a  glove  with  !•« 
insertion.  I  had  a  Nottinirham  lace  which  I  had  copied  in  tiu? 
ctnintry.  and  beautifully  produced,  which  I  am  using  as  insertionv 
Well,  wo  can  use  thousands  of  insertions  made  of  American  eoiu^ 
and  manufactured  here. 

I  can  only  tell  you  that  we  are  most  exceptionally  fdaoed  to  prodo^ 
and  produce  bettor  goods  than  the  Germans  ever  produced,  and  '^ 
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e  get  a  chance  to'continue,  to  the  satisfaction  of  the  American  con- 
imer.  And  certainly  it  is  heartbreaking  when  we  have  a  nice  lot 
f  girls  well  trained,  to  whom  you  can  talk  intelligently,  and  have  to 
ismiss  them,  many  of  whom  are  widows  with  children,  I  say,  it  is 
eartbreaking  when  we  have  to  tell  them  there  is  no  work. 

If  you  please,  I  would  Uke  to  submit  my  brief  for  the  record. 

Senator  McCumber.  Without  objection,  you  may  do  so. 

iThe  brief  of  Mr.  Pevny  referred  to  is  here  printed  in  full,  as 
L>lloves:) 

The  Coming  Tahipf — Call  a  Spade  a  Spade. 

1.  The  McKinley  bill. 

According  to  Brockhaus  (the  foremost  German  encyclopedia): 
The  principal  aim  of  this  legislation  was  to  put  a*  stop  to  the  fraudulent  customs 
Dtries  which  had  been  practiced  until  then  by  the  American  importers.  It  con- 
ained,  therefore,  several  prescriptions  as  to  nlling  out  bills  of  lading,  invoices, 
'onfiigmments,  etc.  Also  high  penalties  for  undervaluation.  It  provides,  besides, 
li^rh  monetar^r  fines  and  imprisonment  in  case  of  bribery  of  customs  officers.  These 
tipulations  aimed  to  put  an  end  to  the  extremely  numerous  appeals  against  the 
>mcial  appraisals  of  which  in  the  fiscal  year  1888-89  alone  there  were  filed  25,349  cases. 
Besides,  a  further  object  of  this  bill  itself  was  to  create  new  industries  in  the  United 
states.  The  fear  which  was  felt  at  the  beginning  that  the  McKinley  bill  would  lead 
to  a  complete  closing  of  the  American  market  has  not  been  realized.  On  the  con- 
trary, it  has  been  proven  by  statistics  that  the  total  imports  have  suffered  but  a  slight 
reduction.  This  reduction,  however,  waa  only  an  apparent  one.  as  before  this  bill 
went  into  power  the  European  exporting  countries  increased  their  shipments  tre- 
mendously, so  as  to  avoid  the  higher  tarif:,  and  the  figure  for  that  year  was  far  above 
the  normal. 

The  desire  which  this  bill  has  created  frequently  in  the  countries  exporting  to  the 
United  States  to  proceed  with  measures  of  reprisals  by  forming  a  European  customs 
imion  and  closing  further  importation  from  America  was  difficult  to  cany  out,  for  the 
reason  that  the  majority  of  the  European  States  urgently  required  American  products. 

2.  There  is  no  doubt  about  it  that  the  same  applies  to-day  and  that  the  American 
valuation  is  the  only  safe  basis  of  assessing  the  duty  on  all  imported  goods. 

3.  A  handful  of  importers,  mostly  foreigners  and  before  all  Grermans,  with  their 
customary  arrogance  and  audacity,  who  are  trjdng  to  force  the  hands  of  American' 
legislators,  to  impose  on  a  whole  nation  to  accept  foreign  valuation,  are  thus  adding 

•insult  to  injury.'*    If  such  a  treacherous  trick  should  succeed  but  in  the  smallest 
degree,  what  would  be  the  consequences? 

4.  That  this  country  will  have  to  follow  suit  and  do  the  same  as  England  and  France 
are  already  doing,  viz,  vote  some  twenty-five  to  thirty  million  dollars  per  week  to 
feed  the  army  of  ever  increasing  unemployed,  instead  of  giving  them  an  opportunity 
to  earn  legitimate  wages  for  work  performed.  Our  workers  do  not  want  charity,  but 
work. 

5.  Most  of  the  importers  have  their  hearts  and  sympathies  outside  this  country. 
There  is  no  reason  to  continue  their  camouflaging  at  tnis  time,  as  the  war  is  over. 
Furthermore,  they  do  not  produce  anything,  they  do  not  employ  labor,  they  have 
no  manufacturing  plants  (not  in  this  country,  at  least),  they  have  nothing  invested- 
in  machinery  and  equipment,  all  of  which  creates  work  for  the  whole  nation  and 
money  spent  here. 

6.  What  have  the  importerB?  All  they  have  is  an  office  or  warehouse,  smaller  or 
digger,  as  the  case  may  be,  just  to  receive  the  finished  article  and  send  it  out  to  the 
retuler  with  a  big  profit.  Their  own  investment  starts  only  on  the  day  they  pay 
their  invoices. 

7.  The  real  reason  the  importer  has  in  trying  to  shape  the  tariff  to  his  liking  is  fear. 
In  case  the  American  numufacturer  should  obtain  full  protection,  his  existence  is 
menaced.  For  the  American  manufacturer  will  in  most  branches  produce  constantlv 
Witer  and  cheaper,  and  thus  be  enabled  to  offer  his  products  direct  to  the  retail. 
The  importer  well  knows  that  this  would  be  the  inevitable  outcome.  It  is  exclu- 
^vel^  tnis  fear  that  gives  him  the  audadty  to  attempt  to  interfere  and  influence  the 
iTumng  of  any  tariff  bill  conflicting  with  his  seLfish  interests. 

8.  Pietending  that  he  has  the  consumers'  interest  at  heart  is  ridiculous.  Besides,  is 
not  every  consumer  a  producer?    These  are  not  two  distinct  classes  of  our  society. 

d.  Should  the  importers  be  permitted  to  flood  this  market  with  all  sorts  of  goods, 
^d  put  one  American  manufacturer  after  the  other  out  of  existence?    Heaven  protect 
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tile  Americsti  public.  Fop  the  price  frmn  the  wholeailflar  to  the  i^tuler 
rettilee  te  the  coomimer  will  be  gradually  nieed  to  a  aiimlw  level  at  ^vluch  the* 
icau  manufacturer  was  prepared  to  sell  at  the  outset,  but  in  which  case  the  cost  i«  '.> 
commodity  would-  have  been  spent  entirely  in  this  countijr.  We  would  not  <mXy  !•  a» 
this  cost  but  in  most  cases  the  use  and  cost  of  the  rarw  material.  For  the  forn^  bmt  -* 
facturer  will  not  come  here  to  get  his  raw  materiai  it  he  can  gtt  it  nearer  hwf  er  a 
countries  whose  currency  is  neaier  to  his  own,  in  compamson  with  the  hieh  doUar. 

10.  If  prices  soared  during  the  war  it  was  due  to  the  large  profits  which  tlie  vh«-*- 
saler  and  retailer  put  on.    They  had  the  lion's  share.    The  *«mter  saw  in  the  offi«> 

a  New  York  importer  a  sign  hung  up  with  the  following  inscription:  **May  God  r  - 
us  courage  to  ask  for  higher  prices  this  day." 

11.  Let  anybody  take  the  trouble  to  consult  Bradstreet  or  Diuis  and  compare  it- 
importers'  ratings  before  the  war  'with  those  of  to-day  and  he  will  find  out  how  m'l  . 
money  they  made  on  American  goods.  The  American  manu^tuier  was  then  £?•-' 
enough  for  them. 

12.  Now,  talking  about  exports,  how  in  the  world  can  we  ever  hope  to  export  d  «- 
can  not  hold  our  own  market?    It  is  imperative  to  assure  the  latter  first. 

13.  I  con^tulated  a  friend  of  mine  in  Canada,  engi^ged  in  a  similar  indii0tr> .  :  .- 
the  prompt  introduction  by  the  Canadian  Government  in  assessing  the  GenxiAa  m^'i 
lor  auty  purposes  at  half  its  normal  value,  about  12  cents,  whereupon  he  writes  (• '  =» 
that  he  is  not  so  sure  about  its  advantage^  as  there  are  stiJl  quantities  of  gooda  cui&4C« 
in  through  Switzerland,  which  in  his  mmd  are  undoubtedly  of  Oerxnaa  orisio,  a>. 
unless  they  find  a  way  to  stop  this  influx  the  12-ceuts'  ^aluation  oi  the  maA  ««■*  * 
not  be  of  any  advantajze  to  them. 

14.  Isn  't  this  a  conclusive  evidence  that  the  American  valuation;  is  the  only  «a>  '•* 
safeguard  us  from  a  most  resourceful  and  unscxupuleus  ccMnpetitor  whose  mecio  ia  aai 
always  has  been  ' '  The  end  j  ustifies  the  meaas? ' ' 

15.  Foe  those  with  a  short  memory,  I  would  recall  oven  again  what  waa  pcinSf^  ^^ 
all  German  newspapers  during  the  war  when  they  proclaimed lottdl>Y  wi  at  tbey  hat* 
actually  practiced,  that  they  were  going  to  destroy  all  facUnies  in  Belgina  asii 
Fmnce  and  strip  them-  of  every  piece  of  machinerjt^  so  th«t  when  the  war  «na  0^^ 
while  their  factories  would  remain  in  perfiect  concUtioa,  it  would  take  BelgRun  mA 
France  15  years  and  mere  before  they  could  rebuild  thek  faotoriea  Hiuaniitiili'  tiap* 
would  conquer  all  the  tiade  of  the  world  and  the  other  cottnirieawouldaavarbe  Wi» 
te  catch-  them  up. 

16.  The  importer  are  making  thems^vee  aeeomplieea  ta  the  sama  ^actaoa  1 
ate  prepared  te  deal  out  the  aaaie  treatment  to  this  country.  Aa  I  aaid-bsiaBa.  i^ 
tear  down  the  mask  of.  these  camouflages  and.  ask  ouMsWea: 

17.  Are  we  to  become  the  satellites  of  Germany  and  the  inpovtea,  OMiil^ 
agantft,  or  ia  this  coowtry  going  to  ieraaabii»d^>endeDt  ne*  (mlgr  as  a-natiian,  m»  as  a 
producer  of  the  requirements  of  its  own  pe<^le?  The  impastari  da-  nat  lanai  1^ 
Ameiicab  legisktien  te  apply  Ameriean  vahiatieny  hot  they  wiah  ua  ta>  inMi  tfa«c. 
and  fereigB  ceuotnsa  to  accept  their  vahiatien.  With,  tha  present  law  Gea»aa  rut- 
rency  (fer  90^per  centhiagefron  German  import»-4etus  be  gmt^plaia  and  Jiank  akmt 
ihis)  that  country  woutd  enjoy  ai  treme&doar  prelsKaace  aa  QowpamJ*  wilh  e(k^ 
countries  with  a  less  depreciated  or  near  normal  currency,  and  it  would  be  m^ 
unjust  to  those  countries  if  any  otfaar  made  of  aseeasnent-thaja  Amanc^  ipnlaatist 
would  be  applied,  while  the  Axnerican  valuation  treataaUeauathea  alike. 

18.  Coaciuaioa.  We  have  sufficient  confidence  in  the  wisdom  of  tha  nnaaAi  iff^ 
latom  tabelieve  that  they  are  fully  aware  of  these  doubtful  tactieaandim&'hsMb  thi« 
aaide  with  the  eenteupt  they  deserve. 

STATBMBVT    OF    CRitB£BS    G.   OBIMBT,  WAmanmH  Ic  T 

Senator  McCumber.  Do   you   speak    to    the   same  subject^   Ur- 

Ormsby? 

Mr.  Qrmsbt.  Yes,  sir;  the  same  indifsttty.  Ii^praseRttheOtnvb.^ 
Morris  Co.,  of  Waterford,  N.  Y.,  and  six  or  seren  other  oompanii^ 
which  are  interested  in  the  manufacture  or  proeaaaing  of  suaded  cu(r 
ton  eloth  and  gloves. 

I  have  prepared  a  very  short  brief,  and  I  wish  to  speak  oa  a  Irr 
points  in  it. 

Senator  Smoot.  Why  not  make  it  a  part  of  your  remarks  ? 

Me.  Ohmsmy.  I  wouk)  like  to  do  that)  sir^  if  you  pLi 
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Tliese  goods  tiiat  we  mantifactture  were  not  made  in  this  country 
p^heo  ibe  war  with  Germany  began.  We  were  imable,  prior  to  that 
late,  to  make  them  here.  About  1915  or  1916  we  got  going  in  a 
mall  way.  Up  to  the  end  of  1918,  as  you  will  see  by  the  reports  of 
he  Tarin  Commission,  it  got  to  be  a  very  considerable  industry. 

I  am  not  at  this  time  addressing  myself  to  the  question  of  the 
Linoimt  of  duty  that  we  want  as  a  protective  tariff.  1  came  here  to 
rpeak  in  favor  of  the  scheme  of  American  valuation  on  imports. 

As  I  view  the  situation,  the- Government  of  the  United  States  needs 
'evenue,  all  the  revenue  it  can  get  for  its  requirements,  both  from 
imports  and  from  our  home  manufactures,  and  from  every  other 
K>urce  of  income  that  can  be  devised.  I  make  the  point  that  the 
»xiating  system  of  foreign  valuation  of  imports  is  a  failure. 

Of  tne  difficulties  which  diu*raond  it  i  quote  from  a  textbook 
pntided  ''Bender's  Federal  Beyenue  Law — Customs  Revenue,"  page 
346,  which  appears  to  me  to  show  the  unsatisfactory  result  of  attempt* 
in^to  lay  a  duty  on  a  valuation  in  another  cotmtry. 

vVe  consider  that  the  results  of  the  present  tariff  in  money  to  the 
United  States  Government  have  been  far  below  the  estimates,  and 
the  reasons  for  these  inadequate  duty  collecticms  may  be  twofold — 
the  very  low  valuation,  due  to  the  cost  of  labor  in  foreign  countries^ 
or  eva^on  of  duty.  The  low  cost  of  Wdpor  in  some  countries,  com- 
pared with  our  own,  is  incredibly  low;  ijpl  by  that  I  mean  that  men 
in  the  business  who  are  making  these  things  can  not  believe  how 

\0W  it  18. 

Our  industry  to-day  is  at  a  standstill;  and  the  reason  that  it  is  at 
a  standstill  is  because  of  German  competition.  Under  the  present 
law  the  value  is  determined  by  a  eonsulaF  representative,  in  case  of 
dispute,  who  inquires  in  the  foreign  country. 

I  would  like  to  ask  this — this  is  a  proposition  for  the  Finance  Com- 
mittee to  find  out  how  to  raise  the  rev^iue^  and  the  question  is. 
What  is  the  best  way  to  do  it  f*    Will  you  delegate  f orei^  or  local 
Ameriean  of&tem  to  go  abroad  and  ascertain  a  duty  from  peo^e  who 
are  against  fumishii^  straight  information,  and  thereby  putting  it 
out  of  the  hands  of  me  Umted  States  Government  to  control  that 
situaticHi,  or  will  you  lake  the  American  value,  where  you  have  a 
'Control  by  legal  power  of  every  citizen  to  get  at  whatever  facts  the 
Government  wants  to  know  about  imports,  costs,  and  market  values  ? 
In  other  words^  it  looks  to  me  as  if  this  huge  machine  of  the  United 
States  Government  had  actually  sent  out  of  the  country  and  given 
to  the  citizens  of  other  eountnes  the  privilege  of  fixing  duties  on 
imports  into  this  country  instead  of  going  right  into  our  own  market 
to  eet  them  established. 

1  wish  to  brin^  up  also  the  point  that  the  popular  imderstanding  of 
dutiable  value  is  the  American  price. 

Ours  is  a  representative  system  of  government,  and  the  views  and 
the  thought  oi  the  American  people  should  be  considered.  American 
valuation  should  be  adopted,  because,  when  an  ad  valorem  rate  of 
duty  is  mentioned,  the  ordinary,  average  business  man  and  citizen 
involuntarily  supposes  that  the  value  used  means  the  price  with 
which  he  is  acquamted,  that  is,  the  price  in  the  American  market. 

The  law  should  be  so  stated  as  not  to  be  misleading  to  our  citizens, 
but  to  represent'  public  opinion.    To  the  average  citizen  the  duty  of 
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30  per  cent  ad  valorem  or  40  per  cent  ad  valorem  means  that  per- 
centage on  values  as  the  public  knows  them;  in  other  words.  iLr 
market  value  in  the  United  States. 

There  is  one  other  point  that  I  wish  to  bring  up,  and  that  is  tL 
most  favored  nation  clause 

Senator  MoCumber.  You  have  your  brief  printed,  and  I  do  n-.t 
believe  there  is  any  use  in  wasting  time.  I  thmk  the  committee  hi* 
heard  that  and  they  are  settled  in  their  conviction  that  there  wou. : 
be  nothing  against  the  favored  nation  clause.  It  seems  to  me  i 
waste  of  time.    It  is  in  your  brief  and  you  are  going  to  have  it  prinu^i. 

Mr.  Ormsby.  As  to  the  legal  validity,  as  to  whether  that  is  a  lep. 
objection,  perhaps  the  committee  is  right;  but  on  the  c^uestion  <■! 
whether  it  is  a  moral  objection,  whether  we  do  not  owe  it  in  honor  t<> 
the  people  with  whoiQ  we  have  such  understandings  to  put  them 
right  on  the  same  footing  as  Germany,  which  can  imdersell  them  all 
I  do  not  know  that  that  matter  has  been  discussed.    In  other  word* 
our  allies,  England  and  France,  come  into  our  market  along  witL 
Germany,  absolutely  unable  to  meet  them  because  the  duty  on  tL*- 
German  goods  is  only  a  small  fraction  of  the  duty  on  theFrencL* 
man's  goods  which  are  identical  with  them.    Therefore,  I  believe 
that  we,  in  honor,  at  any  rate,  whether  it  is  a  legal  obligation  or  Di't 
should  allow  our  allies  to  g^iui  here  just  as  cheaply  witn  their  good* 
as  Germany  does  in  amount|^ 

I  have  14  or  15  of  these  briefs  for  the  members  of  the  committee. 

Senator  McCumber.  We  will  have  the  brief  printed  as  a  part  »«f 
your  testimony,  if  you  wish. 

Mr.  Ormsby.  Very  well,  sir.    Shall  I  leave  any  copies  I 

Senator  McCumber.  If  you  please. 

Mr.  Ormsby.  That  is  all  I  aesire  to  say. 

Senator  MoCumber.  We  are  much  obliged,  Mr.  Ormsby. 

Is  Mr.  Thomas  White  present? 

Mr.  Ormsby.  Mr.  White  is  not  here. 

(The  brief  referred  to  and  submitted  by  the  witness  is  as  follows 

AiiERicAN  Valuation  op  Imported  Goods  for  Customs  Rkvesce. 

BRIEF   OP   AMERICAN    MANUFACTURER    OF   8UEDED   COTTON   FABRIC  AND   OIjOTK*— T- 
THE  FINANCE  COMMITTEE  OF  THE  UNFFED  STATES  8ENATB. 

Need  for  revenue. — The  requirements  of  the  Government  for  revenue  at  pr»^i*« 
and  for  many  years  to  come  are  so  vast  that  every  possible  source  of  income  nii:.< 
be  resorted  to,  not  only  from  imports  but  all  other  available  means. 

Existing  system  of  foreign  valuation  of  imports  a  failure, — Under  present  syst^im  *-- 
returns  from  duties  on  import^  are  an  empty  shell  as  a  revenue  producer,  not  sfot- 
fourth  of  the  estimated  duty  under  the  Underwood  tariff  being  collected. 

Of  the  difficultiep  of  enforcing  the  existing  customs  lawp  we  quote  from  th<*  •»'•• 
book  entitled,  "Bender's  Federal  Revenue  Iaw,  Customs  Revenue,"  ptgre  ^ 
which  says: 

"The  customs  service  is  elaborate,  and  its  proceedings  are  tecfanicm].  In  at!* 
days  things  and  men  were  taken  somewhat  at  face  value,  out,  with  the  developm«-:J 
of  modern  commercial  comploxitieB  and  inequalities,  it  has  been  necessary  to  d»  \'.* 
and  enforce  the  strictest  posinble  supervision.  An  extensive  use  is  made  of  f•t^• 
but  practically  nobody  is  believed.  Invoices,  manifests,  valuations,  book  enm<«. 
correspondence  and  statements  are  all  subjected  to  a  rigid  checking  which  b^v^ai 
abroad.  Meticulous  regulations  and  far  reaching  det«cti\4sm  pre>'ail.  ImfHrin 
themselves,  incited  by  competition,  have  helped  to  elaborate  tne  scheme.  X«r  j 
it  possible  to  administer  an  extended,  complex  customs  law  by  any  other  m«an« 

"A  detailed  invoice  must  be  prepared  at  the  place  of  expoitfttioo,  and  baw  i> 
doised  upon  it  a  declaration  sworn  before  an  American  consular  officer  ooven&f 
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luch  detail  as  to  •origin,  market  value  or  cost,  etc.  Except  as  to  $100  of  personal 
uggage,'no  entry  can  be  made  ol  any  importation  without  the  production  of  a  certified 
Q voice  (or  other  sworn  papers  in  special  instances  where  the  collector  may  conduct 
i  eearching  examination). 

* '  A  consular  certificate  does  not  establish  the  truth  of  a  value  given.  Upon  entry 
>y  invoice  a  sworn  declaration  must  be  filed  by  the  importer  in  a  form  officially  pre- 
icribed  (now  by  regulation,  not  by  statute).  Fraud  or  faledty  involves  a  penalty 
or  each  offense  up  to  $5,000  or  two  years  in  prison,  or  both,  besides  forfeiture  of  the 
joods  or  their  value." 

The  reaaon  for  inadec[uate  duty  collections  may  be  twofold — either  low  valuation 
due  to  low  cost  of  labor  in  f orei{;n  countries  or  evasion  of  duty.  The  low  cost  of  labor 
in  some  countries  compeared  with  our  own  is  incredibly  low — ^in  Germany  less  tiban 
one-fourth  of  the  American  wages  and  in  Japan  much  less  than  in  Germany.  The 
amount  of  loss  of  duty  under  estimates  is  probably  due  to  imposition  on  customs 
officers  and  evasions. 

The  American  manufacturer  can  not  pay  taxes  if  he  loses  his  business.    Goods  are 
bought  in  the  cheapest  markets,  other  conditions  being  equal.    Therefore,  if  Ger- 
many offers  articles  competitive  with  American  manufacturers  at  lowest  price, 
Germany  gets  the  business  and  the  American  manufacturer  loses  the  business.    The 
United  States  Government,  State,  county,  town  and  city  governments  all  tax  the 
American  producer,  but  if  the  American  manufacturer  loses  his  business  there  is 
nothing  to  produce  a  tax,  except  the  exceedingly  small  customs  duties  now  existent. 
Low  valuation. — ^Under  the  present  law  the  value  is  determined  by  a  consular 
representative  in  case  of  dispute,  who  inquires  in  the  foreign  country,  and  as  it  is 
tx>  the  interest  of  the  foreign  exporter  and  the  American  importer  to  get  the  duties 
fixed  at  the  lowest  possible  amount  of  duty,  the  customs  officer  is  practically  obliged 
to  acce])t  the  prima  fade  figures  produced. 

Avrurican  valuation, — If,  instead  of  this  ancient  method  of  ascertaining  value,  we 
take  as  the  standard  value  of  commodities  the  value  in  the  American  market,  then 
a  basis  is  established  which  can  be  easily  arrived  at  and  over  which  the  Government 
has  complete  control. 

PoDular  understanding  of  dutiable  value  is  the  American  price. — American  valuation 
should  be  adopted  because  when  an  ad  valorem  rate  of  daty  is  mentioned  the  ordinary 
and  average  business  man  and  citizen  involuntarily  supposes  the  value  used  means 
the  price  that  he  is  acquainted  with;  that  is,  the  price  in  the  American  market.  The 
law  should  be  so  stated  as  not  to  be  misleading  to  our  citizens,  but  to  represent  public 
opinion.  To  the  average  citizen  a  duty  of  30  per  cent  ad  \alorem  or  40  per  cent  ad 
valorem  means  that  percentage  on  values  as  the  public  know  them,  in  other  words, 
on  the  market  value  in  the  United  States. 

Most'/avored-nation  clause. — In  times  of  peace  the  nations  of  the  world  are  bound 
together  with  treaties;  such  treaties  between  self-respecting  nations  generally  contain 
the  most-favored-nation  clause.  Now  under  the  present  system  of  duty  on  a  like  article 
that  might  be  produced  in  anv  country  if  such  article  comes  in  from  Germany  it  would 
be  taxed  say  $1  per  unit.  If  it  came  from  France  the  duty  might  be  $2.  If  from 
Great  Britain  it  might  be  $3.  In  other  words,  the  article  would  not  come  into  the 
United  States  on  the  same  amount  of  duty  from  any  two  countries.  Would  not  the 
<X)untry  that  had  to  pay  more  than  another  to  land  its  goods  here  have  a  grievance? 
Would  not  this  contravene  the  most-favored-nation  clause  in  our  treaty  compacts? 

Why  continue  a  tariff  law  that  practically  vests  in  foreigners  the  appraisal  of  duties 
over  which  the  United  States  has  no  practical  control? 

The  question  is  whether  an  antiquated  and  inadequate  system  of  ascertaining 
duties  bound  and  sewed  up  with  years  of  unbending  precedent  shall  be  continued  or 
a  new  elastic  and  workable  system  be  substituted  in  its  stead,  which  will  be  effective 
in  collecting  the  duties  intended  by  Congress  to  be  secured. 

The  rate  of  duty  is  determined  by  Congress  according  to  Government  needs  or 
policy;  the  (question  here  is  how  to  make  its  collection  certain. 
^The  objections  raised  bv  importers  are  simply  a  polite  way  of  saying  that  the  objec- 
tors do  not  want  to  pay  t£e  amount  which  Congress  decides  they  shall  pay. 
**  The  adoption  of  American  valuation  will  go  a  long  way  toward  removing  the  tariff 
(question  from  politics  because  American  manufacturers  have  no  confidence  whatever 
^  the  present  system  of  valuation  and  from  «ad  experience  know  too  well  the  disas- 
trous effects  on  tiieir  industries.  We,  therefore,  urge  the  adoption  of  American  valua- 
tion, as  recommended  by  the  Ways  and  Means  Committee.  • 

This  petition  or  brief  is  submitted  by  Charles  C.  Ormsby,  of  Waterford,  N.  Y.,  on 
behalf  of  the  following  manufacturers  of  sueded  cotton  fabrics  knit  on  warp  knitting 
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ttAchiii^  and  riovetf  ttiAde  tiMrefnm,  a  new  iaduatry  Mtablubad  dunaf 
tcMiay  arreetea  and  standing  etiti  through  influx  of  German  comp«dtiTe  i 

Onnsby-Morria  Co.,  Waterfofd,  N.  Y.;  0~M  Glove  Corporation.  ..—.•..- 
N.  Y^  New  Fabric  Cloth  Mills  (Inc.).  Oswecb,  N.  Y.;  M«mli  S£t 
Co.,  Hortiell,  N.  Y.;  Pnlton  County  Silk  Mills,  Glovenrille,  5  \ 
Fonda  Silk  Fabric  Co.j  Fonda,  N.  Y.;  Backner  Broa.  Co.,  OlorwBriL** 
N.  Y.;  Grewen  Fabnc  Co.  (Inc.),  Johnstown,  N.  Y.;  Kin^Bter  t 
Mansfield,  NorthvHIe,  N.  Y. 

BRIEF  ON  AMERICAN  VALUATION  ON  IMPORTS. 

Need  for  revenue. — The  requirements  of  the  Grovemment  for  revenue  at  preaent  *ri " 
for  many  years  to  come  are  so  vast  that  every  possible  source  of  income  must  be  renur-! 
to,  not  only  from  imports  but  all  other  available  means. 

Existing  system  of  foreign  valuation  of  imports  a  failure. — ^Under  present  vy^U^m  ib- 
retums  from  duties  on  imports  are  an  empty  shell  as  a  revenue  producer,  Aor  '  &  - 
foiu*th  of  the  estimated  duty  under  Underwood  tariff  being  collected. 

Of  the  difficulties  of  enforcing  the  existing  customs  laws  we  quote  from  the  tex*  ^  •  * 
entitled  "Bender's  Federal  Kevenue  Law— Customs  Revenue,**  page  346,  which  -«  • 
"The  Customs  Service  is  elaborate  and  its  proceedings  afe  technical.    In  early  «**  • 
things  and  men  were  taken  somewhat  at  lace  value,  but  with  the  developmeni 
modem  commercial  complexities  and  inequalities  it  has  been  necessary  to  de^ii^  » 
enforce  the  strictest  possible  supervision.    An  extensive  use  is  made  of  oaths,  b .' 
practically  nobody  is  believed.     Invoices,  manifests,  valuations,  book  entries,  cvr*- 
spondence,  and  statements  are  all  subjected  to  a  rigid  checking  which  begimr  ahn-i.' 
Meticulous  regulations  and  far-reaching  detectivism  prevail.    Importers  thfvnff'h'** 
incited  by  competition^  have  helped  to  elaborate  the  scheme;  nor  is  it  po«nbl*  * 
administer  an  extended,  complex  customs  law  by  any  other  means. 

"A  detailed  invoice  must  be  prepared  at  the  place  of  exportation  and  have  indof^ 
upon  it  a  declaration  sworn  beiofe  an  American  consular  officer  covering  much  d'^xi 
as  to  origin,  market  value,  or  cost,  etc.  Except  as  to  |100  of  personal  loggpttn*.  ^ 
entry  can  be  made  of  any  importation  without  the  production  of  a  certified  inroM 
(or  other  sworn  papers  in  special  instances  where  the  collector  may  conduct  a  sev^'b- 
ing  examination). 

*'A  consular  certificate  does  not  establish  the  truth  of  a  value  given.  ITiMn  tatv^ 
by  invoice  a  sworn  declamtlon  must  be  filed  by  the  imfNHter  in  a  form  offinanr  pf^ 
scribed  (now  by  r^ulation,  not  by  statute).  Fraud  or  fafintr  involves  a  penaftr  w 
each  offense  up  to  $5,000  or  two  years  in  prison,  or  both,  besides  forfeiture  of  ^ 
goods  or  their  value.  * ' 

The  reason  for  inadequate  duty  collections  may  be  twolold—^ther  low  vihiaOM 
due  to  low  cost  of  labor  in  forei^  countries  or  evasion  of 'duty .  The  low  coal  of  U)«r 
in  some  countries  compared  with  our  own  is  incredibly  low — in  Gtermany  lasi  ^ 
one-fourth  of  the  American  wages  and  in  Japan  much  less  than  in  Germaiiy.  ^ 
amount  of  loss  of  duty  under  estimates  is  probably  due  to  Impoeitien  on  ai#tM>* 
oflicers  and  evasions. 

The  American  manufacturer  can  not  pay  tares  if  he  loses  hisJ>usine8B.  ^Op^  ^ 
bought  in  the 
offers  articles 
gets  the 

States  Government,  State,  county,  town,  and  city  governments  all  tax  the  Aminos 
producer,  but  if  the  American  manufacturer  loses  his  business  there  is  ootkinf  •» 
produce  a  tax  except  the  exceedingly  small  customs  duties  now  existent. 

Low  valuation. — u  nder  the  present  law  the  value  is  determined  by  a  oonsulv  rep^ 
sentative  in  case  of  dispute,  who  inquires  in  the  foreign  countrv,  and  as  it  is  ti>  v* 
interest  of  the  foreign  exporter  and  the  American  importer  to  get  tne  duties  fia«d  Ml  ^ 
lowest  possible  amount  of  duty,  the  customs  officer  is  practically  obU<;ed  Co  accept  it' 
prima  facie  figures  produced. 

Arfierican  valuation, — if,  instead  of  this  ancient  method  of  ascertaining  valae.  ^ 
take  as  the  standard  value  of  commodities  the  value  in  the  American  marcvi,  ib«o  * 
basis  is  established  which  can  be  ei»ily  arrived  at  and  over  wliich  the  Govenunent  l^ 
complete  control. 

Papular  understanding  of  dutiable  value  is  the  Amerioan  price . — Americaa  valuti*  o 
should  be  adopted,  because  when  an  ad  valorem  rate  of  duty  is  mentioned  the  onlia''^ 
and  average  business  man  and  citizen  involuntarily  supposes  the  value  usr  1  nfi^^ 
the  price  that  he  is  acquainted  with;  that  is,  the  price  in  the  American  market  "n^ 
law  should  be  so  stated  as  not  to  be  misleading  to  our  citizens,  but  to  represent  pabl2<r 
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ipinion.  To  the  «verage  dtizen  a  duty  of  dO-por  cent  ad  vaibrem  or  40  per  c4nA  ad 
i-alorexn  meaius  that  percentage  on  values  as  the  public  know  them;  in  other  words;  t)D 
ibe  maxlEet  value  in  the  United  States. 

MoBt'/avored-nation  eUnue. — ^In  times  of  peace  the  nations  of  the  world  are  bound 
together  \rith  treaties;  such  treaties  between  self-respecting  nations  generally  contain 
the  moflt-favored-nation  clause.  Now,  under  the  present  system  of  duty  on  a  like 
article  thjMt  might  be  produced  in  anv  country  if  such  article  comes  in  from  Germany, 
it  would  be  taxed ,  say,  $1  per  unit .  I  f  it  came  from  France,  the  dut  v  might  be  $2 .  If 
trom  Great  Britain,  it  might  be  $3.  In  other  words,  the  article  would  not  come  into  the 
United  States  on  tne  same  amount  of  duty  from  any  two  countries.  Would  not  the 
country  that  had  to  pay  more  than  another  to  land  its  goods  here  have  a  grievance? 
Would  not  this  contravene  the  most-favored-nation  clause  in  our  treaty  compacts? 

Why  continue  a  tariff  law  that  practically  vests  in  foreigners  the  appraisal  of 'duties 
OA'er  which  the  United  States  has  no  practical  control? 

The  question  is  whether  an  antiquated  and  inadequate  system  of  ascertaining 
duties  lK>und  and  sewed  up  with  years  of  unbending  precedent  shaill  be  continued 
or  a  new  elastic  and  workable  system'  be  stibstituted  in  its  stead;  which  will  be  effective 
in  collecting  the  dutiee  intended  by  Confrress  t«  be  secured. 

The  rate  of  duty  is  determined  by  Congress  according  to  Government  needs  of  policy 
— 4he  f|uestion  here  is  how  to  make  its  collection  certain. 

The  obje<:tion8  raised  by  importers  are  simply  a  polite  way  of  saying  that  the 
obiectoTB  do  not  want  to  pay  the  amonnt  which*  (Congress  deckles  they  shall  pay. 

The  ado]>tion  of  Aj&erican  valuation  will  go>  a  long,  wai/  toward  removing  the 
tariff  question  from  politics  because!  American 'manufacturers  have  no  confidence 
whatever  in  the  present  system  of  valuation  and  from  sad  experience  know'  too  welf 
the  diaaeitrous  effects  on  their  industries.  We,  therefore,  urge  the  adoption  of  American 
valuation,  as  recommended  by  the  Ways' and  Means  Committee. 

This  petition  or  brief  is  suSmittod  by  Charles  G.  Oraiab)!  of  Waterford^  N.  Y.,.  oa 
behalf  of  the  following  manufacturers  of  sueded  cotton  fabrics  knit  on  warp  knitting 
machines  and  gloves  made  therefrom;  a  new  industry  established  during'  the  war 
and  to-day  airested  and  standing' still  through  influ**  of  Gennan  competitive  importfi^ 

OiiM»»?«-MoRiu8-  €e., 

WdUfffwd,  N^.  Y. 

0-M  Glove  CohpOHa-tion, 

Walefford,  N.  Y. 

(kwegOf  N.  Y 

Merrill  Silk  Co., 

Hornflt,  N.  Y. 

Fulton-  Count*  Silk/Mill.s, 

'  (Sk>vemyUie\  X.  Y. 

FowiyA  SitK  Fjubric  Co., 

Fondm^  .V.  Y. 

Bacmnbr  Bttos^  €o., 

Qhversmlle,  N.  Y. 

Grewbn  Fabric  Co.'(Inci\ 

Joknatoicn^  N.  Y. 

KsnQBhKY  &,  Mansfield, 

NorlJinlle,  K  Y. 

Senator  McCumbeb.  Mr.  Ernest  Joned  is  tke  next  spei^ker. 
SQBATEKBHT  aF  SBHEST  lOSJb&s  aXOVBBSVILLE,  K;  Y. 

Ut.  JomBB.  Mr.  Chaifman  and  gentlemen  of  the  Gommittee,  I  make 
the  suMed  eotton  eloth  th^t  goes^  into  the  BaanwCacture  of  theaa 
gloves.  Before  the  war  we  imported  cloth,  as  we  could  not  mak& 
It  in  eompetiti(m  with  Germany  with  30  per  cent  duty  at  that  time. 
While  the  war  wa^-  on  we  made  it  successfully,  first  using  RnjgliHh 
yam^,  the  saoae  as  the  Oemane  used,  and  later  we  used  Amencan^ 
Riade  yam  ^Ditirely.     We  sold  the  eleth  to  numerous  fal»rio*glova 
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manufacturers,  including  many  of  those  who  are  now  importiiur 
again. 

While  the  war  was  on  these  same  importers  who  arc  fightinr 
against  American  valuation  used  our  goods.  They  compliment^ 
us  on  the  quality  of  product  and  progress  we  made  and  encourag*': 
us  to  go  ahead  and  erect  new  plants  and  put  in  more  machinery  nnc 
increase  production.  Now  the  (lerman-made  goods  are  coming  in  ir. 
floods,  and  we  have  absolutely  no  demand.  The  two  mills  that  w- 
ran  almost  exclusively  on  the  cotton  and  su&ded  atlas  cotton  cloth 
are  shut  down  entirely.  We  hung  on,  hoping  for  an  adequate  tanf 
to  protect  this  industry,  but  now  all  our  machinery  for  making  the^ 
gloves  is  closed  down.  We  will  start  the  machines  up  again  if  "we  can 
get  American  valuation. 

I  have  just  returned  from  Endand,  where  I  saw  the  secretary  of 
the  British  Fabric  Glove  Manufactiurers'  Association.  He  has  D" 
business.  The  British  fabric-glove  manufacturers  are  shut  down 
entirely  on  account  of  the  cheap  German  competition  owing  to  tht 
low  rate  of  exchange  and  cheaper  German  labor.  I  saw  in  numerous 
dry-goods  stores  in  Great  Britain  German-made  fabric  gloves  oflFenNi 
at  half  the  price  of  the  native-made  goods  and  no  stamp  showing 
the  country  of  origin. 

Nearly  all  our  machinery  is  American  made,  all  the  raw  material 
are  American  grown  and  spun,  and  our  help  is  American.  Maur 
of  them  fought  the  Germans  during  the  war  m  Europe.  They  only 
understand  American,  so  give  us  American  valuation  and  help  oir 
American  people  and  let  the  little  ''Fritzes*'  and  the  "Big  Bertnas. " 
for  whom  the  importers  are  pleading,  look  after  themselves. 

I  thank  you,  sir. 

STATEMEKT  OF  THOMAS  H.  HALL,  BEPBESEHTIHG  THZ 
FABBIC  GLOVE  MAKUFACTXTBEBS'  ASSOCIATIOH,  JBSSET 
CITY.  N.  J. 

Mr.  Hall.  My  name  is  Thomas  H.  Hall.  I  represent  the  Fabric 
Glove  Manufacturers'  Association,  and  I  am  also  president  of  H.  S- 
Hall  &  Co.  and  vice  president  of  W.  B.  Chant,  of  rort  Jervis,  N.  Y. 
I  appear  before  you  in  behalf  of  the  Fabric  Glove  Manufacturers' 
Association  to  urge  you  to  adopt  the  American  valuation  plan  in 
the  tariff  bill. 

We  started  this  business,  as  the  other  gentleman  said,  during  thf 
war  as  an  absolutely  new  industry,  and  we  reached  a  maximam 
production  of  about  1,300  dozen  in  1918,  as  shown  in  the  second  annumi 
report  of  the  Tariff  Commission. 

We  have  also  found  that  it  was  possible,  where  all  of  the  other 
goods  were  made  out  of  EJgyptian  yam,  to  make  these  goods  out  of 
American  yarn.  The  business  has  been  considerably  developed  up 
to  that  pomt.  Since  that  time  we  have  been  tapering  off,  so  tha: 
at  the  present  time  we  have  reached  the  vanishing  point,  with  very 
little  done. 

There  are  a  few  factories,  believing  that  this  tariff  matter  would  be 
settled  before  this,  that  have  put  qmte  a  little  money,  which  they  tie 
pretty  sure  to  make  a  loss  on,  into  stock  for  the  fall  trade.  They  at* 
workmg  on  the  balance  of  their  cloth,  cutting  it  up  and  doing  "ibeir 
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est  to  keep  at  least  a  skeleton  organization  together  pending  your 
ettlement  of  this  tariff  matter. 
In  looking  over  the  matter  of  labor  conditions 'it  seems  to  us  that 
othing  but  the  American  valuation  plan  can  possibly  help  us  through. 
Ve  do  not  want  to  be  unreasonable  in  asking  for  rates,  and  I  do  not 
iropose  to  mention  rates  here;  but  the  American  valuation  plan,  in 
onsidering  German  labor,  seems  at  once  essential. 

One  of  our  members  was  in  Europe  about  April,  1914,  if  I  am  not 
aistaken,  and  he  brought  this  information  wnich  may  be  of  some 
alue  to  you — that  of  the  female  workers  in  our  industry,  in  Germany, 
n  March,  1914,  the  average  wage  was  about  15  marks  at  the  normal 
ate  of  exchange,  which  would  amount  to  $3.57  per  week.  The  male 
workers  averaged  35  marks.  At  the  normal  rate  of  exchange  that 
^ould  be  $8.33  per  week. 

When  he  was  there  early  this  jear  he  found  that  the  female  workers 
aad  gone  up  to  150  marks,  which,  at  the  present  exchange  of  about 
1.25,  would  amount  to  $1.88.  The  male  workers  have  gone  up  to 
SOO  to  350  marks.  My  information  is,  I  might  say,  that  it  is  a  little 
lower  than  that ;  but  say  350  marks.    At  1 .25  it  would  be  $4.38. 

So  we  find  that  the  actual  labor  costs  in  Germany  at  the  present 
time  appear  to  be  a  little  more  than  one-half  of  what  they  were  in 
1914. 

Our  labor  costs,  on  the  other  hand,  have  doubled  since  that  time. 
We  are  paying  our  people  a  different  rate  of  wages  according  to  pro- 
ficiency; but  the  women  are  getting,  I  believe,  on  an  average,  $22 
per  week  for  a  48-hour  week,  and  the  men  are  receiving  $35  to  $40 
a  week.  That  shows  that  we  are  paying  ten  times  the  amount  for 
our  labor  that  Germany  is  paying  for  hers.  You  should  also  take 
into  account  that  every  matenal  that  we  use  to-day  is  a  product  of 
American  labor — ^American  cotton,  American  clasps,  American 
thread — ^we  may  use  a  little  bit  of  silk  in  the  trimming,  but  outside 
of  that  everythmg  is  American,  and  it  all  really  represents  American 
labor. 

So  that  we  are  tremendously  handicapped  by  the  difference  in  labor 
in  Germany.  It  does  seem  to  me  that  txermany  is  really  capitalizing 
her  condition,  her  low  rate  of  exchange. 

I  read  in  the  Herald  on  July  9  an  article  written  by  Hugo  Stinnes, 
in  which  he  spoke  of  big  combinations  being  formed  over  there 
altogether  for  tne  purpose  of  acquiring  our  trade  and  building  a  fleet. 
It  does  seem  to  me  that  we  are  running  a  risk  if  we  do  not  put  some 
kind  of  a  barrier  up  against  this  depreciated  rate  of  exchange.  We 
are  running  the  risk  of  having  all  our  markets,  not  only  our  foreign 
markets,  but  our  home  markets,  taken  away  from  us  to  a  great 
extent.  I  really  believe,  myself,  and  I  am  sure  you  gentlemen  on 
this  committee  will  agree  with  me,  that  we  have  got  to  consider  the 
Americans  and  not  the  Germans  in  this  matter. 

And  then  another  matter.  If  we  want  revenue  we  can  get  more 
revenue  for  this  country  out  of  the  American  valuation  clause  than 
"^e  possibly  can  get  out  of  the  other  revenue,  and  it  will  make  them 
allpay  the  some.    That  has  been  pointed  out  many  times. 

There  is  just  one  other  point,  and  that  is  this :  There  is  no  ques- 
tion in  my  mind  but  that  we  can  show  comparable  and  competitive 
American  products  to  the  appraisers  by  means  of  which  they  will  be 
able  to  put  a  proper  American  valuation  upon  our  class  of  mer- 


ebai^ctii^.  I  '0«n  u»i  «poak  lor  otker  ^laaeos  of  merchandise,  hut  I 
d6.  feel  that  with  regard  to  ours.  I  do  not  thiiak  the  appcmiser  wJ 
hi«kv«  ;aajr<dJiffieMlt]r  ia  'd^NOg  it.  Wo  «xe  valluag  to  cooperate  jto  tl 
ftiC'tent* 
X  thank  you  verj  much,  acd  Am  4orfy  to  have  taken  your  time. 

STATEMENT  OF  CaABI£8  8.  SbXJAVDSE,  SSI0IOL.   PX 

Mr.  Hoi.LAKi)BB.  M^.  €hainna«L  and  geotlemen,  mj  utaue  i» 
Oharlee  S.  Hollander.  I  am  vice  {iriBfiideiit  aixd  chemical  direct*; 
ol  Roman  Haas  Co.,  in  Bristol^  Pa.  I  am  appearing  instead  of  >b 
Otto  Haas,  who  waa  scheduled  for  to-day,  because  he  is  necemsani} 
absent  on  account  of  other  appointments. 

Senator  Watson.  Just  what  do  you  make! 

Mr.  HoLLANDisa.  We  make  cbemicais  for  the  textile  and  leatL*: 
Ivade.  We  axe  maaufacturers  oi  hydrosuplhidee  and  oxalia**^ 
potaasium-antimojxy  tartrate,  synthetic  tajinins,  etc. 

T^iese  have  all  been  considered  in  the  proposed  biU  and  thn^ 
schedules  havic  been  based  on  tiieir  American  valuation.  II  u^ 
AiEuerioaai  valuation  m  withdrawn  from  this  schedule  of  rates  we  w\: 
have  no  proieetion  whaitever.  As  it  is,  the  protection  granted  la  ren 
scant  indeed,  but  we  hope,  in  some  instances  at  least,  to  make  gottd 
and  stay  in  the  xaarket,  while  in  other  instances  we  are  afraid  that « - 
will  permanently  hav«  to  stay  out. 

Senator  Watson.  Where  is  your  principal  competition — in  Gex* 
many  ? 

Mr.  HoLLANDEB.  Ycs,  sir;  Germany  and  in  son^  respects  Ei^lanu 

Senator  Watson.  Are  they  coming  in  now  from  Gennany  t 

Mr.  Hollander.  Yes,  air;  in  very  ^eat  amount.  Since  last  Dt- 
cember  there  has  been  of  one  article  alone  so  much  iaiporiHi 
that  it  would  supply  the  Ajoaerioan  market,  at  the  rate  it  was  used  ir. 
1913,  about  hall  a  year.    Those  importations  are  steadily  ^in£  ^^^ 

Senator  Watson.  If  American  valuation  is  retained  in  this  bifi  are 
you  satisfied  with  the  rate } 

Mr.  HoLLANBSit.  If  the  American  valuation  is  retained  we  wouk 
be  fairly  well  protected. 

Senator  Watson.  And  if  the  American  valuation  is  not  retaineti 
what  rate  would  you  have  to  have  to  protect  you  t 

Mr.  HoiLLANDER.  We  would  have  to  ask  for  about  15  cants  speci&v 
and  50  per  cent  ad  valorem,  because  we  have  to  guard  against  Gennaa 
importation,  which  is  the  most  menacing  tor  us.  The  Englie^b 
imputation  does  not  come  iato  consideration  just  now,  because  ihifv 
can  not  produce  nearly  as  cheaply  as  the  Germans  can. 

Just  one  word  as  to  the  feasibility,  as  we  see  it,  of  the  AnyyKAa 
valuation  plan. 

In  regard  to  chemicals  there  is  absolutely  no  difficulty  whatever 
in  showing  comparable  and  competitive  goods.  One  chemical  can  t*c 
analyzed  and  stated  in  percentages  of  purity  just  as  well  as  an} 
other,  and  there  is  absolutely  no  trouble  in  making  a  comparisoD  *>» 
competitive  eoods.  There  is  absolutely  no  difficulty,  either,  u^ 
ascertaining  the  American  value,  because  wa  hava  aevar  had  in} 
trouble  in  finding  out  prices  that  we  wanted  to  know,  and  there  > 
no  reason  why  tM  appraisers  could  not  have  the  smii^  facility  as  ^* 
as  a  private  firm  have. 


Senator  Watson.  Did  yon  aaake  any  of  ihase  chemicais  before  the 

Mr.  HoLLAMDEB.  No,  sir. 

Senator  Watson.  Tbej  jill  sprang  up  .duriAg  the  ww  i 
Mr.  HoLLASXffiR.  Yes,  sir. 

Seaatcv  Watson.  Uoder  the  psohifaiticm  aff<Mrded  by  the  war  1 
Mr.  IIo]:2JkifDBR.  Yes,  sir;  end  as  I  pointed  out  before,  they  are 
vefy,  very  importairt  to  the  welfare  of  tne  American  manufacturer  of 
textiles  and  medidnais.  However,  I  shall  not  mention  l^at  now. 
I  waot  to  point  out  that  it  is  very  easy  to  find  the  value  of  our  goods, 
or  other  cnemicals,  for  that  matter,  in  the  American  market,  and 
there  is  no  doubt  that  these  quotations  could  be  had  at  the  port  of 
entry  or  the  chief  place  of  use.  You  can  check  up  all  these  data, 
either  by  getting  the  information  directly  from  the  manufacturer,  or 
from  the  consumers.  I  think  in  that  way  I  can  show  that  as  far 
as  the  ehemieal  schedule  is  conc^med  all  the  way  through  it  would 
be  a  very  easy  matter  to  ascertain  the  value  of  comparable  and 
competitive  goods  in  this  country. 

That  is  why  we  would  ae^  you  respectluUy  to  base  all  our  future 
tariff  taws  on  American  valuation. 

Senator  McCHtmbeb.  Is  Mr.  Nichols  here  ? 
Mr.  Nichols.  Yes,  sir. 

Senator  McCumbes.  You  have  been  waiting  very  patiently  all  day, 
Mr.  Nidiols,  and  I  hate  to  hold  you  here  another  day.  The  committee 
will  be  ^ad  to  hear  you  if  you  can  be  brisf . 

Mr.  Imichols.  I  shall  be  very  brief.  I  shall  perhaps  not  take  five 
minutes. 

Senator  McCumber.  Very  well. 

STATEKE5T  OF  W.  W.  VIGHOLS,  BEPSESES^TIVa  THE  ELEC- 
TBICAL  MA17UFACTUBEBS'  COUNCIL,  NEW  YOBK,  XT.  T. 

Senator  Watson.  Give  your  name  and  what  you  manufacture. 

Mr.  Nichols.  W.  W.  Nichols.  I  am  a  member  of  the  tariff  com- 
mittee of  the  Electrical  Manufacturers'  Council  apd  an  officer  of  the 
Allis-Chalmers  Manufacturing  Co.  I  am  here,  perhaps,  in  another 
capacitv,  however.  What  I  shall  say  I  hope  will  shed  a  side  light  and 
strengtnen,  perhaps,  the  perspective.  In  other  words,  I  want  to  deal 
with  the  question  of  American  valuation  versus  foreign  valuation  in 
the  abstract,  perhaps  giving  a  point  of  view  that  has  not  been  pre- 
sented before. 

Five  years  ago,  in  1916, 1  headed  an  American  industrial  commis- 
sion that  traveled  through  France  at  the  instance  of  the  French  Gov- 
ernment. It  was  an  invitation  that  was  extended  to  the  American 
Manufacturers'  Export  Association  here.  We  were  in  the  hands  of 
the  French  chambers  of  commerce,  who  have,  as  you  gentlemen  per- 
haps know,  an  official  standing  in  France  that  chambers  of  commerce 
in  this  country  have  not.  The  membership  is  limited.  It  is  com- 
posed of  the  leading  industrials  and  merchants  of  their  several  dis- 
U*ict8  who  are  elected  to  membership  in  the  chambers. 

We  had  business  conferences  with  a  large  number  of  the  principal 
chambers  throughout  France.  I  believe  tnat  by  that  means  we  were 
able  to  collect  a  fund  of  information  in  a  comparatively  short  time  in 
a  very  unusual  way. 
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I  am  going  to  content  myself  by  reading  a  few  extracts  from  ou- 
report  and  leave  it  to  your  own  imagination.  I  shall  file  it  after  I 
have  read  it,  if  I  may. 

These  are  quotations  abstracted  from  this  report: 

The  commififiion  anticipated  that  it  would  be  called  upon  to  diacun  this  nst.-  r 
mooted  question  at  Limoges,  and  made  its  preparations  accordingly.  RefereiK^  .' 
made  to  it  here  only  because  there  have  arisen  (difficulties  through  oiu*  tariff  admirii- 
tration,  which  in  uieir  continuance  can  only  act  as  deterrents  to  the  extensile  • 
our  trade  (p.  20). 

An  international  device  (tariff)  which  should  be  certain  and  uniform  in  it«  •cti*  r 
is  so  disturbed  by  fluctuations  of  both  rates  of  exchange  and  prices  as  to  make  pror*'* 
application  impossible  and  to  appear  to  impugn  the  honesty  of  innocent  parri'* 
For  the  sake  of  the  world  trade,  which  is  destined  to  become  of  $nx)wing  importar-  - 
in  the  commerce  of  the  United  States,  most  serious  and  early  attention  should  oe  ci*.-- 
this  phase  of  our  tariff  law  (p.  21). 

(From  chapter  3,  on  Trade  and  Tariff.) 

Another  very  important  matter  affecting  our  trade  with  France  is  the  tariif  qu«^ 
tion.     Past  tariff  difficulties  between  France  and  the  United  States  led  to  a  ron*.^- 
uous  reference  to  the  subject  on  the  part  of  our  French  friends    ♦    ♦    ♦    .\ll  Frmtr" 
is  informed  regarding  the  notorious  T^imoges  china  case.    This  unpleasant  incid^r* 
has  left  a  profoimd  resentment  in  French  manufacturing  circles,  and  was  fr^uenti . 
used  as  an  illustration  of  what  was  found  most  objectionable  in  our  customs  adniirj*- 
tration  methods.    The  difficulty  of  establishing  the  dutiable  market  value  and  i^ 
unwillingness  of  our  Treasiuy  Department  to  accept  their  invoice  value  as  correct  a^- 
annoyances;  but  above  all  tfie  insistence  of  our  special  Treasury  asients  upon  th*»  rirf 
to  inspect  private  books,  the  labor  costs,  the  coerts  of  raw  materials,  etc.,  ia  partis  u 
larly  resented.    They  feel  this  last  to  be  an  unwarranted  intrusion  upon  the  pnv&v 
affairs  of  the  citizens  of  a  friendly  nation,  and  they  can  not  be  convinced  that  infcf 
mation  of  this  kind,  if  given,  will  not  be  diverteii  to  improper  use  and  reach  it*-^ 
competitors  in  the  United  States. 

I  think,  gentlemen,  I  will  simply  leave  it  with  vou.    I  thank  yi»u- 

Senator  McCumber.  We  are  very  much  obUged  to  you. 

The  committee  stands  adjourned  until  to-morrow  at  10.30 
o'clock  a.  m. 

(Whereupon,  at  5.06  p.  m.,  the  committee  adjourned  imtil  to-mor- 
row, Wednesday,  Augxist  3,  1921,  at  10.30  o'clock  a.  m.) 
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WEDNESDAY,  AUGUST  3,  1921. 

United  States  Senate, 
Committee  on  Finance, 
^  WdshingtoTij  D.  C\ 

I  The  committee  met,  pursuant  to  adjournment,  in  room  312,  Senate 

Iffice  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boies  Penrose  presiding. 
Present:  Senators  Penrose  (chairman),  McCumber,  Smoot,  La  Fol- 

btte,  Curtis,  McLean,  Reed,  Calder,  Walsh,  and  Simmons. 

^  The  Chairman.  The  committee  will  come  to  order. 

■  The  committee  was  supposed  this  morning  to  begin  with  the  hear- 
on  the  dye  question,  but  as  a  gentleman  was  left  unheard  yester- 
^  on  the  American  valuation,  through  the  courtesy  of  Senator  Mc- 
iber,  who  was  then  presiding,  he  was  promised  that  he  would  be 

lieard  to-day. 

t  I  will  therefore  call  on  Mr.  Riotte  to  submit  the  rest  of  his  views 
the  committee,  with  the  sincere  hope  thtit  he  will  make  them  as 
ief  as  possible,  as  we  must  abbreviate  these  hearings,  not  only  now, 
t  permanently  hereafter.  The  committee  will  then  proceed  to 
laring  those  gentlemen  who  are  interested  in  the  dye  question. 

BTATEHEHT  OF  ME.  C.  T.  RIOTTE,  EEPBESENTINO  VEILING 

ASSOCIATION  OF  NEW  YOEK. 

Mr.  Riotte.  Mr.  Chairman  and  gentlemen  of  the  committee,  I  am 
prepresenting  the  Veiling  Association  of  New  York.  Personally  I  am 
k  Duyer,  and  I  buy  abroad  and  in  the  United  States.  I  want  to 
.explain  that  in  buymg  veilings  abroad,  we  buy  not  from  stock  for  im- 
mediate delivery,  but  goods  to  be  manufactured  and  to  be  delivered 
;iaivwhere  from  one  to  six  months  from  the  date  the  order  is  placed. 

Senator  Smoot.  You  do  that  same  thing  with  the  Amoricnn  manu- 
acturer,  do  you  not  ? 

Mr.  Riotte.  No,  sir. 
\     Senator  Smoot.  You  are  about  the  only  one  then  who  does  not. 
L    Mr.  Riotte.  Of  course,  it  is  perfectly  obvious  that  no  one  can  buy 
merchandise  safely  unless  he  Knows  what  it  is  going  to  cost  him. 
fUnder  the  plan  that  has  been  suggested  it  is  going  to  be  impossible, 
fit  seems  to  me,  for  the  importer  to  tell  what  the  merchandise  is  going 
ito  cost  him.     As  I  understand  it,  the  market  value  has  been  held  to 
ll)e  the  price  at  which  the  commodity  is  listed  on  the  date  of  exporta- 
[,tion.     The  appraisers  have  held  that  in   order  to  make  the  price 
feeffective  it  is  necessary  for  delivery  to  liave  been  made. 
!    Tlie  act  of  having  purchased  is  the  first  step  in  getting  at  the  market 
ftalue.     However,  under  the  American  plan,  the  American  valuation 
^plan.  the  importer  can  not  even  approximate  his  costs,  for  the  reason 
that  he  will  not  know  whether  or  not  a  comparable  article  or  product 
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of  the  United  States  will  have  been  made  by  the  time  the  shipni--^ 
of  goods  he  has  purchased  has  been  made. 

Senator  McLean.  What  proportion  do  you  import? 

Mr.  RiOTTE.  Seventy-five  per  cent,  I  would  say  offhand.  I  cj 
talking,  not  alone  for  myself,  but  for  approximately  24  other  veiLir 
importers  in  New  York  City. 

Under  the  American  plan,  when  the  importer  places  his  order  - 
the  other  side,  he  does  not  get  the  delivery  lor  from  one  to  six  mon*  j 
afterwards,  and  the  amount  of  duty  that  he  will  have  to  pay  on  tli  - 
purchases  will  largely  depend  upon  style  or  upon  puA;hases  at  *<•-■ 
time  hence,  with  all  the  uncertainty  that  implies.  There  is  nothi*:^ 
that  the  importer  can  do  at  the  time  he  places  his  order  abroad 
have  any  influence  on  the  amount  of  duty  he  will  be  called  upon  ' 

{•ay  when  the  goods  which  he  has  ordered  enter  the  United  bu''  ■ 
f,  on  the  other  hand,  the  goods  are  not  comparable  or  competr..- 
with  products  made  in  the  United  States,  he  will  have  to  pay  a  li  - 
based  on  the  selling  price  at  the  rate  of  45  per  cent,  under  para^^- 
1430  of  the  Fordney  bill. 

This  rate  can  not  be  compared  with  the  rate  in  the  Underw- 
tariff  and  the  Payne-Aldrich  tariff,  in  both  of  which  tariffs  veihr^ 
were  provided  for  at  60  per  cent,  unless  we  go  to  a  table. 

As  the  importer's  pronts  increase,  the  rate  of  duty  he  is  called  up  • 
to  pay  the  Government  also  increases,  so  that  when  the  imp'>ri* : 
gross  profit  is  5  per  cent  on  a  basis  of  45  per  cent  on  the  Ainer« .. 
plan,  the  percentage  of  duty  on  his  foreign  cost  will  amount  to  v*i 
per  cent;  when  his  profit  is  10  per  cent,  he  will  be  called  up<n  * 
pay  105  per  cent;  wnen  it  is  15  per  cent  gross  profit,  he  will  hav.  •  I 
pay  118 J  per  cent;  when  the  importer's  gross  profit  is  20  per  c^n: 
means  that  the  percentage  of  duty  on  foreign  cost  is  135  per  cent:  :'\ 
per  cent  gross  profit  means  157.5  per  cent;  and  30  per  cent  gr - 
profit  means  189  per  cent  on  the  foreign  cost.  I  would  likV  * 
submit  this  table  so  that  it  may  be  put  in  the  record. 

The  Chairman.  Very  well.     Is  that  all  ? 

Mr.  RiOTTE.  No;  I  nave  another  point  that  I  would  like  to  ma* 
I  have  a  calculation  appended  to  that  table  which  shows  that  wh-r 
an  article  bears  a  foreign  cost  of  $1,  figuring  the  expense  of  tran^p  • 
tation  at  5  per  cent  and  a  duty  of  45  per  cent  on  the  selling  p- 
amounting  to  $1.89,  and  adding  a  gross  profit  of  30  per  cent,  you  • 
an  American  selling  price  of  S4.20. 

If  you  will  look  at  that  table,  you  will  see  that  the  duty,  as  I  ** 
was  189  per  cent  of  the  foreign  cost,  and  on  that  $1.89  for  dutv  i:  • 
not  possiole  for  the  importer  to  make  any  profit.     You  must  ^\  •- 
equivalent  based  upon  a  very  high  porcentage  of  profit  on  his  for-'ir 
cost,  so  that  on  this  particular  article  he  must  make  $1.26  on  hi<  r  -'• 
in  order  to  equal  30  per  cent  ctoss  profit. 

Most  of  the  members  of  the  Veiling  Association  are  jobbers.    Tr.- 
sell  to  the  retailers  throughout  the  United  States,  so  that  the  sellj^: 
expense  and  the  overhead  expense  amount  to  at  least  20  per  err 
gross.     It  is,  therefore,  impossible  for  them  to  figure  on  less  tkaa  ' 
per  cent  gross  profit.     But  what  is  more  important,  so  far  as  this  ptr- 
ticular  question  is  concerned,  is  that  it  means  that  this  partinLi' 
article  will  cost  $1  abroad  and  it  can  be  sold  under  the  present  r»t^ 
duty  at  $2.35,  but  it  would  have  to  be  sold  at  $4.25  in  order  to  mAi' 
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ne  profit.     The  bad  feature  is  that  it  can  not  be  sold  at  that  price, 
d  so  it  ^would  be  excluded  from  importation. 

Senator  McCumber.  Suppose  that  the  American  article  was  $4.20 
*  the  equivalent  article.  Then  could  it  not  be  sold  up  very  close  to 
5  American  price  ?  Would  there  be  still  left  plenty  of  leeway  i 
Mr.  RioTTE.  I  will  answer  that  question  in  this  way,  Senator  Mc- 
Lmber,  that  any  article  which  would  sell  for  $2.35  would  have  to  be 
imported  article,  because  a  great  part  of  the  value  hes  in  the  hand- 
>rk  which  has  to  be  put  upon  it,  and  while  we  make  veilings  in  this 
iintry  at  this  tiiAe,  we  do  not  attempt  to  make  anything  at  such 
ices.  It  would,  therefore,  have  to  be  an  imported  article. 
Senator  McLean.  When  you  use  the  figure  $2.35,  what  is  your 
lit? 

Mr.  RioTTE.  A  yard. 
Senator  McLean.  A  yard  ? 
Mr.  RioTTE.  Yes,  sir. 

The  veiling  importer  is  then  in  the  position  that  he  must  either  buy 
)ods  apprajsed  on  the  basis  of  comparable  or  competitive  American 
roducts,  without  knowing  how  much  the  duty  that  he  has  to  pay  is 
oin^  to  be,  or,  if  appraised  on  the  basis  of  the  selling  price,  figuring 
legitimate  profit,  it  will  bring  his  duty  up  so  high  that  the  price 
ill  De  prohibitive. 

If  this  provision  of  45  per  cent  is  intended  as  a  revenue  measure, 

f^an  preaict — and  I  think  I  know — that  it  will  not  produce  any.     It 

lay  produce  a  very  little,  but  nothing  to  speak  of.     On  the  other 

.and,  if  it  is  intenaed  as  a  protective  measure,  I  may  say  that  it  is 

pally  not  needed. 

The  American  manufacturers  who  make  the  mesh  veils — and  that 
s  the  ground  work — can  sell  to  members  of  the  veiling  trades  in 
^ew  York  City  at  prices  lower  than  those  charged  for  comparable 
breign  goods,  or  at  prices  lower  than  foreign  comparable  goods  can 
)e  landed  at  with  60  per  cent  duty  on  the  foreign  cost.  So  far  as 
ihose  things  are  concerned,  we  would  not  care  what  rate  of  duty 
woxAd  be  put  on  them  because  we  would  still  contiaue  to  buy  them. 

Furthermore,  every  importer  is  a  veiling  manufacturer  because  of 
the  peculiarities  of  the  business.-  The  veJ  is  an  article  of  fashion, 
and  as  in  all  articles  of  fashion,  the  demand  rises  very  suddenly, 
so  that  wherever  it  is  possible  those  goods  are  made  here,  and  the 
greatest  protection,  so  tar  as  the  veiliug  industry  is  concerned  with 
respect  to  those  particular  classes  of  goods  made  by  hand,  is  the 
lei^th  of  time  necessary  to  import  goods  from  the  otner  side. 

We  are  importingveilings  irom  France  which  can  not  be  made 
here  at  any  price.  We  need  them  very  much.  They  are  part  of  the 
veiling  line,  and  it  is  necessary  to  include  these  goods.  Under  this 
law  as  it  stands  now  it  can  not  be  done. 

If  you  will  permit  me,  I  would  like  to  say  a  word  from  the  stand- 
point of  Government  administration.  I  was  formerly  an  examiner 
0^  veilings  at  the  port  of  New  York.  I  was  there  for  practically  11 
years,  so  that  I  know  something  about  how  to  appraise.  Veilings 
can  not  be  appraised  by  picking  up  a  piece,  looking  at  it,  estimating 
the  cost  of  production,  and  then  adding  a  fixed  percentage  for  profit. 
You  can  not  arrive  at  a  correct  figure  on  that  basis.  Veils  are  artis- 
tic; thejr  are  matters  of  style  and  design,  and  style  and  design  are 
everything  in  the  veiling.industry.     There  are  thousands  of  patterns, 
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and  all  invoices  of  veilings  which  come  into  the  United  States  a(  \ 
present  time  state  from  whom  they  were  purchased,  when  and  ^nr:--  - 
they  were  manufactured,  the  pattern  nimiber,  and  the  prices  p:. 
A  record  can  be  and  is  being  made  by  the  Government  examin#*r* 
every  pattern  of  veiUngs  imported  into  the  port  of  New  York.     W* 
all  tnat  information,  it  is  comparatively  easy  for  the  Govemni'  ■ 
examiner  to  arrive  at  the  fair  market  value.     He  has  to  have  t  r  • 
information  to  reach  his  conclusion. 

The  importer  buys  abroad  in  large  quantities  and  peddles  his  jr*  •- 
out  here  m  small  quantities. 

I  could  not  help  but  get  the  impression  from  the  testimony  ^rt: 
I  have  heard  given  before  this  committee  that  the  American  valu.n*  j 
plan  was  designed  to  permit  the  American  manufacturer  to  ct>inr^  * 
with  his  German  competitor.     In  that  connection,  I  think  it  is  fair  .  ■ 
just  that  it  should  oe  applied  to  those  goods  which  are  madt 
Germany  and  with  wliich  the  American  manufacturer  desire^ 
compete,  but  why  apply  it  to  goods  not  made  in  Germany — ?•  • 
which  come  from  countries  that  were  our  allies  during  the  war  i.' 
with  which  we  are  on  the  friendliest  terms. 

If  3''ou  are  going  to  make  the  American  valuation  plan  the  rul- 
you  tliink  that  is  the  only  way  to  effect  the  result  of  protectin:r  *'  ■ 
American  manufacturers,  why  not  apply  it  either  directly  or  it: 
rectly  to  those  particular  goocls  that  you  desire  to  protect. 

vSenator  McCrMBER.  In  other  words,  vou  would  have  two  pl.i»  - 
or  perhaps  three  of  them.     One  would  l)e  the  ^Vmerican  valun; 
plan,  one  would  be  the  specific  duty,  and  another  might  be  txn  . 
valorem  rate  based  upon  foreign  value. 

Mr.  RiOTTE.  I  certainly  would;  because  it  is  the  only  way,  so  f:.r  - 
novelty  goods  are  concerned,  that  they  can  be  appraised:  that  i*.  » 
the  initial  cost.     You  have  something  similar  in  the  present  act. 

The  Chairman.  Is  that  all  ? 

Mr.  RioiTE.  Yes:  I  think  so. 

The  Chairman.  There  are  some  Government  experts  who  an-  ' 
appear  here  at  the  rec[uest  of  Senator  Smoot,  on  the  question 
valuation,  but  in  order  to  accommodate  those  gentlemen  who  a-' 
here,  by  consent  of  the  conMnittee,  to  be  heard  to-day.  the  Goven 
ment  people  will  please  wait  until  a  convenient  opportunity  pre^en'- 
itself  later  to-day  or  to-morrow.    The  committed  will  now  pn^r*^ 
to  hear  those  who  desire  to  make  statements  on  the  various  pha-*- 
of  the  dye  question. 

Senator  Smoot.  Judging  from  the  long  list  of  names  here,  it    * 
evident  that  it  wiU  take  two  or  three  davs  to  hear  everyone  of  il.»- 
x^ntnesses.    Therefore,  would  it  not  be  the  proper  thing  to  let  int»'- 
ested  parties  select  one  to  speak  for  them  ?    I  suppose  there  will  '■ 
gentlemen  here  to  speak  against  the  embargo  and  some  who  w. 
speak  for  the  embai^o  on  dyestuffs.    It  seems  to  me  that  the  Oi»T.  • 
mittee  can  get  more  information,  and  that  it  would  be  more  ea'-il*. 
considered  by  every  member  of  the  committee,  if  the  interest*- ■ 
parties  would  select  one  man  and  give  him  ample  time  to  present  Ki* 
case  to  the  committee,  rather  than  have  all  these  gentlemen  on  th> 
long  list  to  go  over  tlte  same  subject  matter.    I  simply  suggest  that 
but  I  do  thmk  that  it  would  be  better  for  the  parties  interested  .  * 
well  as  for  the  committee. 
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The  Ckajrman.  It  would  be  infinitely  better  for  all  parties  con- 
med  if  such  an  arrangement  could  be  made.  The  committee  has 
3t  had  tivo  days  of  hearings  on  the  American  valuation  plan,  and 
has  heard  gentlemen  who  have  largely  repeated  what  nas  been 
id  bv  precemng  witnesses^  so  that  it  becomes  very  tedious  to  the 
oimrttee.  It  ceases  to  be  instructive  and  renders  tne  whole  discus- 
m  a  little  ineffective. 

Moreover,  in  this  particular  matter  I  desire  to  call  the  attention  of 
e  conunittee  to  the  fact  that  hearings  were  had  before  the  Finance 
>nniuttee  on  the  dyestuffs  question  on  December  8,  9,  10,  11,  12, 
id  13,  1919,  and  on  January  12,  1920,  and  those  hearings  are  printed 
r  the  use  of  the  members  of  the  Finance  Committee.  I  have  reason 
>  believe  they  have  been  carefully  examined  bv  every  member  of  the 
^mmittee,  and  I  know  that  some  of  the  gentlemen  who  want  to  be 
:;ard  to-day  have  already  been  heard  fully  and  that  their  views  are 

print  in  this  very  interesting  pamphlet.  They  certainly  do  not 
ant  to  be  heard  again. 

Senator  La  Foixette.  I  want  to  hear  them  again. 

The  Chatkman.  You  do  ? 

Senator  La  Follette.  For  cross-examination. 

The  Chaibman.  I  will  call  in  any  of  those  whom  the  Senator  from 
Wisconsin  wishes  to  cross-examine.  I  assume  he  has  read  carefully 
■  hat  they  have  said. 

Senator  La  Follette.  No,  I  have  not. 

The  Chairman.  Then  I  will  appoint  Senator  La  Follette  a  sub- 
committee of  one  to  hear  them. 

Senator  Watson.  The  hearings  of  the  Committee  on  Finance  ran 
or  many  davs  I  speak  now  of  the  subcommittee.  I  notice  that 
tfr.  SchoenicK,  Gen.  Fries,  Mr.  Denmiing,  Mr.  Metz,  and  Mr.  McFar- 
and  appear  on  this  long  list,  and  I  want  to  say  that  they  have  testified 
before  and  were  cross-examined. 

Of  course,  it  seems  to  me  that  unless  there  is  some  peculiar  occasion 
[or  it,  their  testimony  has  been  largely  taken,  because  they  have 
Covered  their  entire  case.  It  was  then  a  new  question  and  they 
went  into  it  very  thoroughly,  so  that  if  they  have  nothing  new  now 
to  offer  and  no  new  light  to  throw  on  the  matter,  I  hardly  feel  that 
it  would  be  proper  for  us  to  sit  here  for  days  and  listen  to  testimony 
that  has  already  been  heard.  It  seems  to  me  that  it  would  be  an 
absolute  waste  of  time. 

The  Chairman.  This  question  of  hearings  must  be  reduced  to  a 
practical  basis.  If  we  are  going  to  roam  over  the  face  of  the  earth 
and  hear  one  person  after  another,  it  is  obvious,  without  argtmient, 
that  no  legislation  will  ever  be  accomplished,  and  the  very  people 
who  are  here  to  advocate  the  enactment  of  a  measure  are  uefeatmg 

their  own  ends  by  their  prolixity  and  their  expansion  of  the  very 

topics  that  the  conmiittee  is  familiar  with. 
Senator  Walsh.  Doesn^t  the  present  law  expire  on  August  26? 
The  Chairman.  It  does. 
Senator  Walsh.  Is  it  humanly  possible  to  pass  any  legislation  on 

this  subject  between  now  and  then  ? 
The  Chairman.  It  does  not  follow  that  the  Congress  is  going  to 

continue  the  system. 
Senator  Smoot.  There  will  be  an  effort  made  to  extend  that  time. 
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The  Chairman.  That  is  on  the  assumption  that  the  system  is  * 
be  continued  in  the  permanent  tariff  bill. 

Senator  Walsh.  But  there  will  be  an  interim  between  August  y 
and  the  passage  of  the  law. 

The  Chairman.  There  may  be  generations  of  interim. 

Senator  Walsh.  There  will  be  at  least  that. 

The  Chairman.  Yes,  and  much  longer  if  Congress  fails  toproTicA 
for  the  embargo,  so-called.  But  that  is  another  question  and  hardlr 
relates  to  the  permanent  tariff  legislation  which  we  are  now  ot«c- 
sidering. 

Senator  Reed.  Do  I  understand  that  the  hearing  to  which  y<-: 
refer — the  printed  hearing — ^was  held  on  January  20,  1920? 

The  Chairman.  On  January  12,  1920. 

Senator  Reed.  The  claim  is  made  by  practically  everybody  th*r 
conditions  have  enormously  changed  smce  that  time;  that  rat^  •■( 
exchange  have  fluctuated;  that  the  conditions  of  manufacture  ^r* 
far  different,  etc.  It  seems  to  me  that  if  we  could  hear  these  wit- 
nesses and  have  them,  so  far  as  possible,  confine  themselves  to  tL- 
subiect  matter  at  hand,  we  might  get  along  very  well.  I  am  per- 
fectly frank  to  say  that,  so  far  as  I  have  been  able  to  go  into  tL- 
question,  there  are  some  questions  that  I  would  like  to  ask  of  son. 
of  the  gentlemen  who  wish  to  appear  here.  I  am  inclined  to  f<*! 
like  Senator  La  Follette  about  that.  I  do  not  want  to  be  penalixeo 
by  being  appointed  on  a  subcommittee,  either. 

Senator  Watson.  That  is  an  honor. 

The  Chairman.  There  is  no  disposition  to  curtail  the  stateraeDt* 
of  these  gentlemen,  bnt  certainly  those  who  have  filed  these  volu- 
minous documents  do  not  want  to  go  over  the  matter  again.  Ther 
may  appear  before  the  committee  briefly. 

I  may  add  that  we  have  here  the  hearings  before  the  Ways  tni 
Means  Committee  of  the  House. 

Senator  Watson.  In  that  connection,  I  am  told  that  those  wb- 
favored  the  embargo  in  the  past  are  favoring  it  now  and  that  tbtip^ 
who  were  opposed  still  retain  their  same  views,  so  that  even  if  they 
were  heard  again  their  opinions  would  not  be  changed. 

Senator  Reed.  However,  it  might  alter  our  views. 

The  Chairman.  I  want  to  impress  upon  you  the  fact  that  therr 
are  here  two  heavy  volumes  of  testimony  and  that  I  doubt  wbethrr 
two  Members  of  Congress  have  read  them. 

Isn't  it  possible  to  act  on  the  suggestion  made  by  Senator  Sim*'', 
and  Senator  McCumber,  that  those  mterested  in  a  provision  for  an 
embargo  should  select  two  or  three  of  their  number  ?  Is  there  anj 
one  here  authorized  to  speak  for  the  whole  party ! 

Mr.  Choate.  I  do  not  think  that  is  possible.  I  can  speak  for  ih** 
jobbers  and  manufacturers.  There  is  quite  a  considerable  number 
of  persons  represented  here  for  whom  I  can  speak.  There  are  prob- 
ably 35  or  40  representatives  in  the  room  now  and  I  do  not  think  ths: 
thev  can  be  foreclosed. 

Senator  McCumber.  Can  they  select  a  man  to  represent  thfin  i 

Mr.  Choate.  They  undoubtedlv  can  if  they  can  get  together,  bat 
they  do  not  know  each  other  well  enough  to  do  that  in  such  a  fborx 
time. 

Senator  Smoot.  They  all  want  an  embargo  t 

Mr.  Choate.  Yes;  they  all  want  an  embargo. 
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The  Chairman.  You  have  been  already  heard,  have  you  not  ? 
^Ir.  Choate.  Yes;  and  I  shall  not  take  much  of  the  time  of  the 
ronunittee.     There  are  some  question  to  which  I  wish  to  address 
iiyself  briefly.     I  think  that  I  shall  not  take  more  than  25  minutes 
rf  your  valuable  time. 
The  Chairman.  Twenty-five  minutes  ? 
Mr.  Choate.  Well,  20  minutes. 

Senator  Watson.  My  knowledge  of  the  situation  leads  me  to  be- 
lieve that  you,  representing  the  embargo  people,  could  tell  the  whole 
story,  and  that  a  man  like  Mr.  Metz  could  tell  the  whole  story  for  the 
other  side,  because  you  know  it  like  you  know  the  alphabet.     I  re- 
member that  in  previous  hearings  you  and  Mr.  Metz,  representing 
the  two  sides,  were  the  mainstays.     You  were  on  one  side  and  Mr. 
Metz  was  on  the  other.     Of  course,  I  have  not  the  right  to  suggest 
curtailment,  but  I  imagine  that  if  the  gentlemen  on  the  committee 
were  not  satisfied  with  your  testimony,  they  would  call  some  one  else. 
The  Chairman.  The  conditions  existing  to-day  are  not  any  more 
serious  than  when  the  witnesses  gave  their  previous  testimony,  are 
they? 
Mr.  Choate.  I  think  so;  very  much. 

Senator  Smoot.  I  was  reading  your  testimony  last  night.  I  do 
not  see  how  it  is  possible,  because  if  the  testimony  given  then  is  to  be 
believed,  it  was  your  contention  that  if  the  law  was  not  passed  at 
once  you  were  gomg  to  the  dogs  in  30  days. 

Mr.  Choate.  That  is  true,  Senator.    It  is  nearer  the  truth  to-day, 
because  we  are  nearer  that  condition  now  than  we  were  at  that  time. 
Senator  Watson.  I  suggest  that  Mr.  Choate  proceed. 
The  Chairman.  I  want  to  interject  a  remark  at  this  point.     You 
want  certain  legislation  passed,  do  you  not  'i 
Mr.  Choate.  Yes,  sir. 

The  CsAXRMAN.  Will  it  ever  pass  if  we  consume  time  hearing  mat- 
ters that  we  are  already  familiar  with,  and  have  one  attorney  after 
another  come  here  to  present  views  that  are  already  in  print?  I 
want  to  ask  you  to  go  on  now,  if  you  please,  and  state  your  views, 
confining  yourself,  if  possible,  to  such  views  as  have  not  been  printed. 
Mr.  Choate.  May  1  make  one  suggestion  ? 
The  Chairman.  Yes. 

Mr.  Choate.  That  suggestion  is  that  Mr.  Waters,  of  Philadelphia, 
who  desires  to  be  heard,  wants  to  get  back  as  soon  as  possible  and 
would  like  to  take  my  place  at  this  time.  I  would  like  to  have  him 
do  so,  if  he  is  in  the  room,  and  then  I  will  come  forward  when  you 
get  ready  to  hear  from  me. 
The  Chairman.  Very  well. 

STATEMENT  OF  MB.  DANIEL  F.   WATEBS,   DTEB,  OEBMAN- 

TOWK,  PHILADELPHIA,  PA. 

The  Chairman.  Mr.  Waters,  please  state  your  full  name  for  the 
record. 

Mr.  Watebs.  Daniel  F.  Waters. 

The  Chaikmak.  And  your  occupation  ? 

Mr.  Waters.  Occupation,  dyer;  residence,  Germantown,  Phila- 
delphia; dye  works,  53  Worcester  Street,  Philadelphia. 
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The  Chairman.  Will  you  state,  in  your  own  way,  your  views  on 
the  dye  embargo,  so-called  ? 

Mr.  Waters.  Mr.  Chairman  and  gentlemen  of  this  committee,  as 
the  chairman  has  just  said,  the  dye  question  to-day  is  an  old  ques- 
tion. One  can  hardly  take  up  the  question  of  dyestuffs  witnoat 
going  back  to  the  beginning  of  the  introduction  of  the  manufacture 
of  aniline  colors  in  me  United  States,  six  years  ago.  I  shall  not 
attempt  to  do  that  at  this  time  nor  to  take  up  your  very  valuable 
time.  I  shall  merely  confine  myself  to  the  progress  that  has  beea 
made  during  that  time. 

Prior  to  the  year  1914  we  had  no  dye  manufacturing  plants  in  the 
United  States.  Wlien  I  say  that  we  had  no  dye  plants  in  the  United 
States,  I  mean  that  we  had  no  complete  plants  to  manufacture 
aniline  colors.  We  made  a  few  of  the  commoner  colors  that  wen 
used  by  assembling  intermediates  from  the  other  side,  which  you 
gentlemen  are  familiar  with. 

Since  that  time  we  have  developed  to  the  point  whore  we  are  now, 
1  might  say,  practically  independent  of  any  nation  so  far  as  dyestuSs 
arc  concerned.  We  have  all  the  dyestuffs  necessary  for  coloring  of  ' 
most  all  textiles,  all  leather,  all  paper,  all  carpets,  and  all  upnol- . 
stery;  and,  gentlemen,  there  is  no  color  that  1  know  of  that  we  have 
not  in  the  United  States. 

Our  colors  to-day  are  100  per  cent  good  when  compared  with  the 
same  colors  previously  imported  from  Germany.  There  have  been 
statements  made,  and  no  cu)ubt  you  gentlemen  have  heard  them  and 
are  familiar  with  them,  to  the  effect  that  dyestuffs  made  in  the 
United  States,  particularly  black,  selling  at  90  cents  per  pound,  are 
only  30  per  cent  in  strength  as  compared  with  the  prewar  ayes  selling 
at  30  cents.  Gentlemen,  I  stand  nere  to-day  without  fear  of  con- 
tradiction to  deny  that  statement.  The  blacks  that  we  are  getting 
to-day  in  the  United  States  are,  in  every  respect,  equal  to  colors  that 
we  got  prior  to  tlie  war. 

If  the  gentleman  who  made  that  statement  is  having  colors  at 
90  cents  per  pound  and  at  ono-tliird  of  the  strength  of  tne  dyes  he  was 
getting  before  the  war,  my  suggestion  to  him  would  be  to  get  some- 
body else  to  buy  his  goods,  because  he  is  being  cheated. 

We  have  a  Ime  of  colors  to-day  that  we  are  using  in  connection 
with  hosiery,  knitted  goods,  bathing  suits  and  sweaters  that  is  100 
per  cent  in  quality  in  every  respect,  as  compared  with  those  that  we 
got  before  the  war.  Here  is  a  line  of  American  coloi-s  exposed  under 
the  glass  to  the  west  sun  during  the  whole  month  of  July.  If  any 
gentleman  here  can  show  me  a  line  of  dyestuffs  that  stands  up  betta 
than  that,  I  would  like  for  him  to  do  it  now.  These  [indicating]  are 
ordinary  colors. 

Here  is  a  line  of  vat  colors  made  in  the  United  States,  with  the 
exception  of  the  tliree  lower  ones,  which  have  been  exposed  to  the 
sun  for  three  months.  You  can  take  those  colors  and  you  will  find 
that  the  three  lower  colors  have  not  stcK>d  up  as  well  as  the  others. 
Those  are  vat  colors. 

Senator  Watsox.  Explain  what  you  mean  by  vat  colors. 

Mr.  Watkks.  They  say  you  can  not  make  vat  colore  in  the  United 
States. 

Senator  Mc(Vmbrr.  Were  these  made  in  the  Unit^l  Stat^  J 
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Mr.  Waters.  Except  the  three  last  ones. 
Senator  McCumber.  Where  were  they  made  ? 
^  ]Vfr.   Waters.  In  Germany.     These  [indicating]  were  made  in  the 
Ignited  States  for  worsted  yarns.     They  are  American  colors  suitable 
for  men's  wear  or  for  anything  that  you  want  to  put  them  into. 

Gentleman,  that  is  the  position  that  the  dye  industry  is  in  in  the 
Ignited  States  to-day.  Let  us  be  fair;  let  us  be  fair  with  the  American 
people. 

I  do  not  blame  Germany  for  wanting  to  get  back  this  business. 
It  is  a  valuable  business.  I  shall  take  on  my  nat  to  them  if  they  can 
5Cet  it  back^  but  for  God's  sake  do  not  give  it  to  them  on  a  silver 
platter ;  let  them  iSght  for  it. 

Senator  Watson.  What  per  cent  of  dyes  being  used  in  the  United 
States  is  made  in  the  United  States  now? 
Mr.  Waters.  I  should  say  90  per  cent. 

Senator  Watson.  What  per  cent  can  be  made  under  proper  pro- 
tection ? 

Mr.  Waters.  One  hundred  per  cent. 

Senator  Watson.  What  per  cent  that  is  not  being  made  can  be 
made ;  that  is  to  say^  what  is  the  nature  of  the  colors  or  dyes  ? 

Mr.  Waters.  Vat  colors  only.  Those  have  only  a  certain  use  in 
the  tiextile  line. 

Let  me  tell  you  this:  Prior  to  the  war  there  was  never  a  vat  color 
used  in  the  United  States  for  anything  unless  it  was  an  article  about 
which  you  did  not  care  particularly  and  you  had  no  reason  to  care 
whether  it  was  level  or  unlevel,  such  as  a  narrow  striped  shirt,  for 
instance.  There  was  never  a  vat  color  for  men's  wear  or  ladies' 
wear  before  the  war.  Now,  to-day  we  are  on  their  trail  good  and 
hard. 

You  gentlemen  no  doubt  remember  the  meeting  before  the  Ways 
and  Means  Committee  when  our  friend  Mr.  Kitchin  was  chairman. 
We  said  at  that  time  that  it  would  take  10  years  to  develop  the  dye 
industry  in  the  United  States.  We  are  making  good  on  that  state- 
ment. To-day  we  have  90  per  cent  of  the  stuff  made  in  the  United 
States.  We  have  spent  about  six  years  on  this  proposition;  in 
fact,  it  is  nearly  seven.  I  predict  that  if  you  will  give  us  three  years 
of  protection  or  a  selected  embargo;  we  will  be  100  per  cent  in  the 
next  three  years. 
Senator  Smoot.  You  did  not  ask  for  an  embargo  ? 
Mr.  Waters.  We  asked  for  protection  of  some  kind.  I  do  not 
know  whether  it  was  an  embargo  or  not.     I  am  not  up  on  that. 

Senator  Smoot.  Mr.  Kitchin  and  the  Senate  gave  you  exactly  the 
rate  that  you  asked  for. 

Mr.  Waters.  That  majr  be.  I  am  here  to  tell  you  the  condition 
of  the  dye  industry  at  this  time.  I  want  to  tell  you  what  we  can  do 
and  what  we  ought  to  do.  Let  us  be  fair  to  these  men  who  have 
spent  their  money.  We  have  to-day  invested  in  the  United  States 
in  the  neighborhood  of  $300,000,000  and  it  seems  to  me  if  we  do  not 
get  a  selective  embargo,  or  something  equally  as  good,  this  entire 
business  will  be  scrapped  in  the  next  five  years  because  it  is  impossible 
to  compete.  It  can  not  be  done.  Those  are  the  facts. 
Senator  Smoot.  You  are  a  dyer  ? 
Mr.  Waters.  Yes,  sir. 
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Senator  Smoot.  That  is,  you  dye  goods  for  other  concerns?  To*: 
do  not  manufacture  the  goods  i 

Mr.  Waters.  I  do  not  manufacture  the  goods.  I  do  not  maoD- 
facture  dyestuffs. 

Senator  Smoot.  Are  you  interested  in  any  dye  manufactory ) 

Mr.  Waters.  I  haven't  a  dollar  invested  in  any  dying  establisk- 
ment. 

Senator  Smoot.  You  are  just  interested  in  having  them  made  in 
the  United  States  ? 

Mr.  Waters.  Yes.  I  am  verv  much  interested  in  it.  We  hav- 
gone  through  the  war  and  we  have  reached  a  point  where  peopi^ 
will  go  into  the  business  and  in  three  years'  time  we  won  t  car^ 
whetner  the  dyes  are  manufactured  in  Grermany  or  in  any  other 
coimtry.     We  can  then  compete. 

Senator  Reed.  You  mean  without  a  tariff  ? 

Mr.  Waters.  I  would' say  with  a  reasonable  tariff ,  a  tariff  eqa&i 
to  what  vou  are  giving  to  other  people  on  textile  goods,  a  tanf 
such  as  there  is  on  hosiery,  men's  wear,  women's  wear,  and  so  on 
Then  we  will  compete  on  the  same  basis. 

Senator  Reed.  I  did  not  understand  what  your  business  is.  Di<i 
I  imderstand  you  to  say  that  you  do  not  manufacture  dyes? 

Mr.  Waters.  Yes. 

Senator  Reed.  Just  what  is  it  you  are  doing  i 

Mr.  Waters.  I  color  other  people's  goods  for  them. 

Senator  Reed.  You  color  other  people's  goods  for  them  i 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  You  have  spoken  of  $300,000,000  having  been  in- 
vested in  the  dye  business  in  this  coimtry? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  Do  jou  mean  invested  as  primary  capital  i 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  That  is,  they  put  that  much  in  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  Do  you  know  what  their  profits  have  been  { 

Mr.  Waters.  No,  sir. 

Senator  Reed.  What  is  the  capital  of  your  institution  1 

Mr.  Waters.  My  institution  has  a  capital  of  S200,000. 

Senator  Reed,   x  ou  simply  do  the  work  of  dyeing  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  What  were  your  profits  in  the  year  1020  i 

Mr.  Waters.  1920 » 

Senator  Reed.  Yes;  your  earnings: 

Mr.  Waters.  I  lost  money. 

Senator  Reed.  What  was  it  in  1919  ? 

Mr.  Waters.  I  made  some  money  in  1019. 

Senator  Reed.  How  much  ? 

Mr.  Waters.  About  15  per  cent. 

Senator  Reed.  That  covers  everything  1 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  And  how  about  19181 

Mr.  Waters.  In  1018  I  did  about  the  same. 

Senator  Reed.  That  is  to  say,  you  made  money  f 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  About  15  per  cent? 
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Mr.  Waters.  Yes,  sir. 

Senator  Reed.  Did  you  declare  that  in  dividends  ? 
Mr.  Waters.  I  did  not  have  any  dividends  to  declare.     I  am  the 
only  man  interested  In  the  business. 

Senator  Reed.  You  are  running  as  an  individual  ? 
Mr.  Waters.  Yes,  sir. 

Senator  Reed.  You  take  contracts  with  concerns  to  dye  their 
goods? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  So  that  you  are  not  a  typical  example  of  the  dye 
industry,  so  far  as  manufacturing  goes  ? 

Mr.  Waters.  I  am  a  consumer  of  dyestuflfs. 
Senator  Reed.  How  many  people  do  you  employ  ? 
Mr.  Waters.  About  100  when  we  were  domg  business;  to-day, 
about  35. 

Senator  Reed.  That  is  about  what  every  other  industry  is  doing 
in  the  United  States;  that  is  to  say,  they  have  all  been  cut  to  about 
that  proportion. 
Mr.  Waters.  Yes,  sir. 

Senator  Reed.  That  is  true  under  your  embargo.     You  nod  your 
head.    Do  you  mean  to  say  yes  ? 

Mr.  Waters.  Yes;  that  is  true  in  any  condition. 
Senator  Reed.  That  is  not  due  to  competition,  because  you  have 
an  embaigo^  but  it  is  due  to  general  business  depression? 
Mr.  Waters.  Yes,  sir. 
Senator  Reed.  That  is  all. 

Senator  McLean.  Is  it  not  true  that  England  and  France,  with 
lower  labor  costs,  have  had  to  put  an  embargo  on  German  importa- 
tions? 
Mr.  Waters.  Yes;  they  have  a  10-years'  embargo. 
Senator  MoLean.  Whatever  may  be  the  cause  of  the  present  de- 
pression, unless  you  have  additional  protection  against  impending 
German  importations,  you  will  be  unable  to  continue  busmess;  is 
that  so? 

Mr.  Waters.  The  present  depression  is  not  only  in  our  line;  it  is 
in  every  line.     We  have  to-day  sufficient  dyestuffs  in  the  country 
to  last  us  for  a  long  time;  in  other  words,  it  is  a  drug  on  the  market — 
the  American  dyes  are.     That  is  due  to  the  stagnant  condition  of 
the  textile  industry. 
Senator  Reed.  How  much  have  they  reduced  the  prices? 
Mr.  Waters.  They  have  reduced  from  the  beginnmg,  I  should 
say,  100  per  cent. 
Senator  Reed.  What  do  you  mean  by  *' beginning ''  ? 
Mr.  Waters.  1914. 

Senator  Reed.  That  was  at  the  time  when  there  were  no  dyes  in 
this  country  ? 
Mr.  Waters.  Yes. 

Senator  Reed.  What  are  the  prices  that  are  obtained  by  the 
American  manufacturer  now  as  compared  with  the  prices  in  normal 
times  before  the  European  war  ? 

Mr.  Waters.  I  should  judge  about  25  per  cent  higher.    I  think 
the  average  price  of  to-day  is  about  65  cents  per  pound. 
Senator  Reed.  What  was  it  before  the  war  ? 
Mr.  Waters.  About  35  cents  per  pound. 
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Senator  Reed.  Well,  then,  you  mean  to  say,  do  you  not,  thut 
is  pretty  nearly  100  per  cent  ? 

Mr.  Waters.  Yes,  sir;  that  is  true. 

Senator  Smoot.  Most  of  the  articles  were  over  100  per  cent 
mean  those  in  general  use.     Take  sulphur  black,  as  an  example 

Mr.  Waters.  The  increase  in  sulphur  black  was  up  as  high  a«  * 
from  20  cents. 

Senator  Smoot.  In  1914  sulphur  black  could  be  bought  in  lanr- 
quantities  at  20  cents. 

Mr.  Waters.  In  1913. 

Senator  Smoot.  Well,  1913. 

Mr.  Waters.  Yes. 

Senator  Smoot.  And  they  went  up  to  $1  ? 

Mr.  Waters.  They  went  up  to  $1;  yes,  sir. 

Senator  Reed.  What  I  want  to  get  at  is  this 

Mr.  Waters.  May  I  answer  the  Senator *s  question  ? 

Senator  Reed.  Yes. 

Mr.  Waters.  That  went  up  to  $1,  but  you  must  not  lose  sight  •  • 
the  fact  that  that  was  not  the  American  dye:  that  was  German  dy 
still  in  the  country  before  we  started  to  manufacture;  and  tb* 
boosted  the  price  from  20  cents  to  $1. 

Senator  Reed.  Who  did  ? 

Mr.  Waters.  The  German  importer. 

Senator  Reed.  Do  you  mean  that  the  German  importer  was  in  ih«* 
countr}"  and  that  he  boosted  it,  or  do  you  mean  that  the  Germa:. 
importer  sold  to  an  American  and  the  Ainerican  had  it  on  hand  an*: 
he  boosted  it  ? 

Mr.  Waters.  The  German  manufacturers  had  it  in  the  I'mt*-*- 
States  in  the  custody  of  their  own  selling  agents. 

Senator  Reed.  Who  were  they  ^ 

Mr.  Waters.  Well,  I  can  name  some  of  them.  There  was  il.-- 
Badische  Aniline  Co. ;  the  Berlin  Aniline  Co.,  and  the  Farber-Fabrik**- 
Co.  Besides  that  there  is  another,  but  its  name  is  so  German  that  I 
can  not  attempt  to  pronounce  it. 

Senator  Smoot.  But  thev  are  manufacturers  themselves.  I  war/ 
to  call  attention  to  that,  that  they  are  not  the  agents,  but  an*  tb 
manufacturers  themselves — the  verj'^  ones  he  has  mentioned. 

Senator  Reed.  And  they  had  agents  here  before  the  Uniteii 
States  got  into  the  war,  did  they  ? 

Mr.  Waters.  Yes. 

Senator  Reed.  And  do  you  say  that  the  German  agents  advan*-' 
the  prices  as  you  have  already  indicated  t 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  They  did  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Simmons.  How  did  that  property  escape  the  Alien  Pniprt} 
Custodian  ^ 

Mr.  Waters.  There  was  no  such  thing  at  that  time. 

Senator  Reed.  Before  we  got  into  the  war  ourselves  they  starts*- 
to  establish  or  enlarge  the  American  dye  busine^  and  they  startiNl  i«- 
market  their  goods  ? 

Mr.  Waters.  Yes.  sir. 

Senator  Reed.  On  what  h*vel  did  they  market  their  goo<lsf 

Mr.  Waters.  To-ilav  ( 
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Senator  Reed.  No,  then. 
Mr.  Waters.  Ninety  cents. 

Senator  Reed.  That  is,  they  charged  as  much,  practically,  the 
Germans  ? 

Mr.  Waters.  Ten  cents  less. 
Senator  Reed.  They  followed  the  German  lead  ? 
Mr.  Waters.  Then  it  came  down,  down,  down. 
Senator  Reed.  What  I  want  to  get  at  is  when  it  came  down,  down, 
do^Ti. 

Mr.  Waters.  It  came  down  to  20  cents  to-day. 
Senator  Reed.  When  did  they  make  the  reduction  ?    Can  you 
jrive  the  latest  prices  ?     I  do  not  want  to  take  a  great  deal  of  time  on 
this. 

Mr.  Waters.  I  can  not  give  you  the  exact  date. 

Senator  Reed.  Let  us  take  1915.     What  did  these  dyes  run  then? 

Mr.  Waters.  In  1915?     I  do  not  think  we  were  making  them. 

Senator  Reed.  Well,  take  1916. 

Mr.  Waters.  They  were  running  about  90. 

Senator  Reed.  And  1917? 

Mr.  Waters.  1917,  sixty. 

Senator  Reed.  1918? 

Mr.  Waters.  Forty. 

Senator  Reed.  And  1919? 

Mr.  Waters.  1919,  thirty-five. 

Senator  Reed.  Would  they  average  tliat  ? 

Mr.  Waters.  I  do  not  know  whether  they  would.     They  sold  at 
that. 

Senator  Reed.  What  were  they  in  1920? 

Mr.  Waters.  In  1920  they  were  down  to  28  cents. 

Senator  Reed.  And  now  what  is  it  ? 

Mr.  Waters.  They  are  down  to  18  or  20. 

Senator  Reed.  You  can  make  it  at  181 

Mr.  Waters.  I  do  not  know  whether  I  can,  but  it  is  selling  at  that. 

Senator  Smoot.  Sulphur  black  is  selling  at  18  cents? 

Mr.  Waters.  Yes. 

Senator  Reed.  Of  American  manufacture  ? 

Mr.  Waters.  Yes;  of  American  manufacture. 

Senator  Reed.  It  compares  with  the  prewar  price  ? 

Mr.  Waters.  About  the  same.  One  could  buy  at  14  prewar,  but 
I  never  paid  14;  I  paid  16,  which  was  the  cheapest  I  ever  bought  at. 

Senator  Reed.  If  you  had  about  20  per  cent  tariff^  for  instance,  you 
could  compete  with  the  German  dyes,  if  the  Germans  were  selling 
their  dyes  under  the  normal  conditions  which  existed  before  the  war  ? 

Mr.  Waters.  That  is  a  question  for  the  manufacturers  to  answer; 
I  can  not  answer  that  question. 

Senator  Reed.  If  they  are  now  within  4  cents,  on  the  average,  per 
pound  of  the  prices  which  were  paid  prior  to  the  war,  then  it  would 
look  as  though  we  had  almost  gotten  to  a  point  where  we  could  com- 
pete with  Germany,  if  Germany  was  in  a  normal  prewar  condition  ? 

Mr.  Waters.  Well,  the  price  of  black  at  18  cents 

Senator  Reed  (interposing).  We  are  speaking  now  of  the  average. 
I  do  not  want  togo  into  the  details. 

Mr.  Waters.  Tne  average  is  a  long  story.  Senator. 
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Senator  Reed.  But  we  have  been  dealing  with  it,  and  I  want  * 
keep  on  the  same  basis.     If  it  gets  troublesome  I  do  not  want  y  : 
to  take  another  basis,  you  know. 

Mr.  Waters.  I  predi<it  with  the  ordinary  tariflf  of  20  per  cent,  b 
you  speak  of,  that  Germany  could  afford,  to  make  us  a  price  • : 
sulphur  black. 

oenator  Reed.  I  am  not  speaking  of  sulphur  black;  I  am  speaki:^ 
of  averages.  I  am  not  saying  that  none  of  these  tuiffs  shall  be  abc*- 
20  per  cent.  But  we  have  been  dealing  with  averages.  If  it  is  tix* 
that  on  the  average  our  dyes  can  now  be  sold,  with  high  wages  d-i' 
are  now  being  paid,  within  4  cents  a  pound,  on  tiie  average,  of  u- 
price  charged  by  Germany  prior  to  the  war,  then  is  it  not  true  tt*: 
if  Germany  was  back  on  the  normal  basis  we  would  be  in  a  positinc 
to  compete,  if  there  was  an  average  tariff  of  20  per  cent  ? 

Mr.  Waters.  No. 

Senator  Reed.  Why  not? 

Mr.  Waters.  Why,  because  you  are  only  taking  one  article;  it  l» 
not  an  average  of  20  per  cent — impossible. 

Senator  McCumber.  I  think.  Senator  Reed,  you  misunderstiv-: 
the  witness.  I  did  not  understand  20  cents  was  the  average,  but 
merely  on  this  one  kind  which  was  sulphur  black? 

Mr.  Waters.  Yes. 

Senator  Reed.  The  questions  I  asked  him  will  unquestioiuM; 
show  in  the  record  that  1  talked  about  averages.  I  have  not  talkr: 
about  one  particular  article. 

Mr.  Waters.  If  you  did,  Senator,  I  misunderstood  you,  becaose  I 
was  speaking  of  one  article,  and  that  is  the  cheapest  article  seliinf 
in  the  United  States  to-day;  that  is,  one  article. 

Senator  Reed.  If  you  were  talking  about  one  article,  you  did  d<.  : 
give  us  the  light  I  wanted  to  get.  Can  you  tell  me  what  the  avenc 
price  was  for  dyes  before  the  European  war  broke  out? 

Mr.  Waters.  The  average  price  for  dyes  before  the  European  w&: 
broke  out  was  about  50  cents,  I  would  judge. 

Senator  Reed.  What  is  the  average  price  of  dyes  tchdaj  I 

Mr.  Waters.  The  average  price  of  ayes  to-day,  I  would  oonsidt-r 
would  be  about  $2. 

Senator  Reed.  So  now,  when  we  discover  that  we  were  prett;. 
nearly  on  the  competitive  basb,  we  suddenly  find  that  it  costs  o'* 
per  cent  more  to  make  goods  here  than  in  Germany. 

Senator  Watson.  I  hardly  think  that. 

Mr.  Waters.  I  do  not  hardly  think  that. 

Senator  Reed.  Prewar  price. 

Mr.  Waters.  No;  I  do  not  think  that  is  so  at  all. 

Senator  Reed.  Prewar  price  ? 

Mr.  Waters.  No;  I  do  not  think  that  is  so  at  aU. 

Senator  Reed.  Do  you  say  that  the  price  of  dyes,  prewar,  wl* 
60  cents  ? 

Mr.  Waters.  I  am  not  making  that  as  a  positive  statement,  I  ac 
giving  you  that  as  my  idea. 

Senator  Reed.  I  understand  you  to  say  that  the  price  of  dTr» 
to-day  is  about  S2. 

Mr.  Waters.  About  $2.50. 

Senator  Reed.  All  right.  That  makes  it  worse.  Then,  we  h«v« 
got  an  advance  of  400  per  cent.     Are  we  ever  going  to  be  able  to  i»«i' 
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yes  in  this  country  to  compete  with  German  dyes  on  a  normal 
asis  ?  I  am  supposing  that  mey  ^et  back  to  a  normal  condition. 
Mr.  Waters,  i  would  say,  yes;  by  giving  us  another  three  years' 
mbargo,  such  as  we  have  been  working  under  since  the  war.  We 
ave  liad  an  embargo  due  to  the  war;  it  is  not  a  tariff.  The  tariff  has 
ot  lieli>ed  us  any.  The  war  made  it  possible  for  us  to  get  into  the 
ye  business  in  the  United  States. 
Senator  Reed.  I  understand  that,  but  an  embargo  is  a  tariff  simply 
arried  to  a  prohibitive  point. 

Mr.  Waters.  But  we  have  got  to  a  point  now,  Senator,  where  we 
lave  produced  every  normal  color  in  the  United  States.  What  we 
7s,nt  to-day  is  time  to  develop  and  get  the  yield  and  the  quantity; 
hat  is  i^hat  we  want. 

Senator  Reed.  I  understand  that.  But  let  us  stick  to  one  thing, 
f  we  possibly  can,  and  not  get  into  the  side  lines. 

I  am  asking  you  now  if  at  any  time  within  a  reasonable  number  of 
K^ears,  in  your  opinion,  we  are  going  to  be  able  to  manufacture  these 
iyes  in  America  and  sell  them  m  competition  with  the  German  dyes, 
assuming  that  Germany  reaches  a  normal  condition  as  to  wages  and 
production  ? 

Senator  McCumber.  Without  any  protection,  do  you  mean. 
Senator? 

Senator  Reed.  Yes;  without  any  protection. 
Mr.  Watebs.  No,  sir. 

Senator  Reed.  How  much  protection  have  you  got  to  have  run- 
ning through  the  year  ? 

Mr.  Waters.  I  do  not  know. 
Senator  Reed.  Can  you  tell  approximately? 
Mr.  Waters.  I  do  not  know. 
Senator  Reed.  Could  you  tell  what  per  cent  ? 
Mr.  Waters.  I  can  not  answer. 
Senator  Reed.  Is  it  200  ? 

Mr.  Waters.  I  am  not  going  to  answer  that  question. 
Senator  Reed.  Would  it  be  300  ? 

Mr.  Waters.  I  am  not  a  dye  manufacturer;  you  will  have  witnesses 
here  who  can  answer  that. 

Senator  Reed.  I  want  to  go  back  to  the  question  of  prices,  which 
you  say  you  were  discussing  on  the  basis  of  one  article. 

I  want  to  ask  you  on  the  basis  of  averages.  The  average  price 
during  the  war  was  50  cents.  Where  did  they  go  to  about  uie  time 
we  got  into  the  war,  or  just  before  that  ? 

Mr.  Waters.  I  will  give  you  an  instance 

Senator  Reed  (interposing) .  Well,  I  want  the  average,  do  not 
give  me  instances.     We  are  talking  about  the  average. 

Mr.  Waters.  I  will  say  1,000  per  cent,  if  you  want  the  whole 
thing. 
Senator  Reed.  A  thousand  per  cent  ? 
Mr.  Waters.  Yes,  a  thousand  per  cent. 

Senator  Reed.  Did  the  American  manufacturer  charge  that  1,000 
per  cent  ? 
Mr.  Waters.  No. 

Senator  Rbied.  Wh«n  he  entered' 

Mr.  Waters  (interposing).  No. 
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Senator  Reed.  What  did  he  charge? 

Mr.  Waters.  He  charged  about  200  per  cent  more. 

Senator  Reed.  He  charged  about  200  per  cent  more   than    *  * 
prewarprice  ? 

Mr.  Waters.  Yes. 

Senator  Reed.  Did  he  get  along  and  make  money  at  that  ? 

Mr.  Waters.  I  could  not  answer  the  question. 

Senator  Reed.  We  will  say  that  is  1917.     What  did  he  cliar. 
in  1918? 

Mr.  Waters.  In  1918?     Well,  some  colors  came  down. 

Senator  Reed.  No,  average. 

Mr.  Waters.  Well,  I  am  not  a  dye  manufacturer.  ^  You  will  hfc-  • 
witnesses  here  to  tell  you  all  that.     If  you  want  to  tie  me  up  fin  i 
those  things 

Senator  Reed  (interposing).  I  am  not  trying  to  tie  you  up 
am  trying  to  get  a  statement  that  will  do  me  some  good/ 

Mr.  Waters.  I  am  not  a  dye  manufacturer.     If  you  want  a  c«»' 
Crete  answer 

Senator  Reed.  I  do  not  want  a  concrete  answer.     I   want    i- 
answer  to  my  question,  and  I  am  dealing  with  the  average. 

Mr.  Waters.  Then  I  am  unable  to  answer  your  questions. 

Senator  Reed.  Then  you  do  not  know  what  the  average   wt- 
before  the  war,  you  do  not  know  what  the  average  was  dunncr  '- 
war,  and  you  do  not  know  what  the  average  is  to-aay  ? 

Air.  Waters.  I  told  you  the  average.     But  I  do  not  know  t- 
profit.     I  told  you  the  average — 50  cents. 

Senator  Reed.  I  did  not  ask  you  anything  about  profit. 

Mr.  Waters.  Please  tell  me,  then,  what  did  you  ask  t 

Senator  Reed.  I  asked  you  about  prices. 

Mr.  Waters.  I  told  that  to  you. 

Senator  Reed.  All  right.     Let  me  see  if  you  can  continue  to  lell  in* 

Mr.  Waters.  All  right,  go  ahead. 

Senator  Reed.  They  were  50  cents  before  the  war  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  What  did   thev  become  when  they  reached  t\ 
highest  point  before  we  entered  tlie  war,  in  cents  or  dollars  I 

Mr.  Waters.  Do  you  want  the  average  price? 

Senator  Reed.  Average;  yes. 

Mr.  Waters.  Well,  I  better  give  you  about  800  per  cent,  takrvj 
the  average. 

Senator  Reed.  That  would  be  $40  a  pound  ? 

Mr.  Waters.  Yes. 

Senator  Reed.  You  say  these  dyes  sold  at  $40  a  pound  on  t:.* 
average  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  Did  you  say  400  or  4  ? 

Mr.  Waters.  I  said  $40,  and  I  paid  $80  for  some. 

Senator  Reed.  When  the  Americans  began  to  make  them  wLa* 
did  thev  charge  per  pound  ? 

Mr.  Waters.  The    Americans    started    to    make    first,    sulphu: 
colors 

Senator  Reed  (interposing).  Oh,    no.      Do   not   let   us  gel    ir.t'' 
details.     I  am  talking  about  averages. 
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Mr.  Waters,  You  won't  let  me  tell  you  what  the  Americans  did, 
nator. 

Senator  Reed.  No;   because   you   want   to   get   away  from   the 
erages  into  details. 

Mr.  Waters.  Oh;  no,  I  do  not.    The  Americans  when  they  started 
dy  made  a  few  colors,  and  the  Government  took  them  all. 
Senator  Reed.  What  did  they  get  for  them  ? 
Mr.  Waters.  I  do  not  know  what  they  got  for  them,  but  I  paid 
>out  80  cents  a  pound  for  them — sulphur  colors. 
Senator  Reed.  What  are  you  paying  now  ? 

Mr.   Waters.  I  am  paying  an  average  of  about  50  for  sulphur 
»lt>rs. 

Senator  Reed.  Could  you  give  me  the  average  of  dyes  now  for 
IH7,  American  manufacture  ? 
Mr.  Waters.  1917? 
Senator  Reed.  Yes. 
Mr.  Waters.  No. 

Senator  Reed.  Could  vou  do  so  for  1918  ? 

Mr.  Waters.  No;  I  could  not. 

Senator  Reed.  Could  you  give  them  for  1919? 

Mr.  Waters.  For  1919,  about  IQO  per  cent. 

Senator  Reed.  That  would  be  a  dollar.  ? 

Mr.  Waters.  Yes. 

Senator  Reed.  What  were  they  in  1920? 

Mr.  Waters.  I  do  not  suppose  it  would  run  over  80  to  85  cents. 

Senator  Reed.  And  what  lor  1921  ? 

Mr.  Waters.  About  the  same. 

Senator  Reed.  Eighty-five? 

Mr.  Waters.  Yes. 

Senator  Smoot.  Mr.  Witness,  what  is  synthetic  indigo  selling  for  ? 

Mr.  Waters.  Senator,  I  do  not  handle  synthetic  indigo. 

Senator  Smoot.  You  use  black  dyes  and  the  ordinary  analine 
(lyes  ? 

Mr.  Waters.  Yes,  sir.  We  do  not  use  synthetic  indigo  and  do 
not  handle  that.  We  use  all  sulphur  colors,  acid  colors,  and  direct 
colors. 

Senator  Smoot.  I  will  ask  the  question  of  somebody  who  knows. 
You  know  they  are  exporting  large  quantities  of  it  ? 

Mr.  Waters.  I  do  not  know;  I  am  not  in  that  line. 

vSenator  McCumber.  You  asked  about  averages.  Possibly  that  is 
an  easy  question  to  answer,  but  I  anticipate  that  you  might  have  a 
certain  line  6f  dyes,  probably  not  one-half  of  1  per  cent,  that  would 
run  up  to  $100  a  pound.  But  the  great  bulk  of  them  would  not  run 
to  $40,  or  $30,  or  even  $1, 

Mr.  Waters.  Yes,  sir. 

Senator  McCumber.  So  that  it  is  rather  difficult,  is  it  not,  to  make 
your  average,  unless  you  can  get  with  it  the  quantity  of  each  kind 
that  is  used  in  the  United  States  ? 

Mr.  Waters.  The  price  of  dyes  had  gone  up  so  rapidly  since  the 
war  broke  out— dyes  that  were  m  the  custody  of  the  United  States  of 
German  importation.  We  bought  developed  black  before  the  war 
at  30  cents  a  pound,  and  during  the  war  we  paid  $12  for  the  same 
stuff. 

Senator  Watson.  Before  any  was  made  in  the  United  States  ? 
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Mr.  Waters.  Yes,  sir — $12  for  the  same  stuff  that  we  paid 
cents  before.  The  American  manufacturers  did  not  do  that-H 
was  owned  and  controlled  by  the  German  agents  in  the  United  SU 
There  is  no  doubt  about  that.  1 

Senator  Reed.  You  mean  after  we  got  into  the  wart  Youi 
*'  after  the  war. " 

Mr.  Waters.  After  we  got  into  the  war. 

Senator  Reed.  If  they  were  owned  and  controlled  by  the  Genu 
where  was  it  before  our  Government  took  them  over  ? 

Mr.  Waters.  Our  Government  took  the  dyes  over  ?  They  did 
get  a  chance.  They  sold  them  before  our  Government  got  hok 
them. 

Senator  Reed.  The  American  dye  purchasers  then  made  f 
money  ? 

Mr.  Waters.  No;  their  own  representatives,  their  own  agents. 

Senator  Calder.  Is  it  a  fact  tnat  the  prices  of  dyes  becanu 
high  that  it  was  possible  to  bring  them  over  in  submarines  ? 

Mr.  Waters.  They  say  it  was.  I  doubt  whether  there  was  i 
much  that  came  over  in  that  way. 

Senator  Reed.  You  know  they  only  landed  one  submarine  in 
country  during  the  war. 

Senator  Watson.  Before  the  war  you  made  no  dyes  in  this  « 
try? 

Mr.  Waters.  Yes,  sir. 

Senator  Watson.  Now,  you  make  90  per  cent  of  all  you  need 

Mr.  Waters.  Yes. 

Senator  Watson.  All  that  was  built  up  under  the  embai^  d 
war,  and  then  under  the  embargo  of  legislation  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Watson.  And  you  make  them  all  now  except  a  fe^ 
the  very  highest — f ancj  colors — in  the  United  States  ? 

Mr.  Waters.  Yes,  su*. 

Senator  Watson.  And  this  drop  in  prices  has  all  appeared  whil< 
embargo  was  on  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Watson.  And  while  the  American  market  was  under 
control  of  the  American  manufacturer  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Watson.  Made  by  the  competition  of  the  American 
duccrs  in  the  American  market  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Watson.  And  so  your  theory  is  that  if  you  could  Ii 
ample  protection  of  any  kind,  whether  an  embargo  or  otherwise,! 
in  time  you  would  build  up  this  industry  where  it  would  be  as  n« 
sustaining  as  any  other  of  the  staple  American  industries? 

Mr.  Waters.  Yes,  sir. 

Senator  McCumber.  Can  you  give  the  committee  any  idea  as  to 
proportionate  value  between  the  amount  of  dye  that  is  used  in 
average  kind  of  goods  that  you  dye,  and  the  selling  price  in  whole 
Quantities  in  the  same  goods;  that  is,  what  percentage  the  dy^ 
tne  goods  or  the  cost  oi  the  dye  itself  adds  to  the  value  of  the  go 
not  the  work  ? 

Mr.  Waters.  Yes,  sir.  I  will  take,  for  instance,  a  sulphur  b 
that  is  used  principally  in  hosiery.  Sulphur  black  to-day  you 
buy  for  20  cents  a  pound ;  you  can  figure  this  just  as  good  as  I  can 
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ienator  McCumber.  It  might  take  me  a  little  longer. 
ilr.  "Waters.  And  20  cents  a  pound,  at  10  pounds  to  a  himdred 
sen  of  stockings,  that  is  $2  to  dye  a  hundred  dozen  stockings. 
>uining  that  the  stockings  are  weighing  16  ounces  to  the  dozen, 
It  is  $2  to  dye  a  himdred  dozen  of  stockings  on  the  actual  cost  of 
e  that  is  in  those  goods. 

I  think,  if  I  understand  you  correctly,  Senator,  that  only  means 
'  the  dyes  that  go  in  those  goods;  that  does  not  mean  for  the  labor? 
Senator  McCumber.  No. 

Mr.  Walters.  It  is  just  the  dye. 

Also  I  can  take  a  serge  blue  piece  of  cloth 

Senator  McCumber  (interposing).  Then  for  $2  you  say  you  dye  a 
Lndred  dozen;  that  is  twelve  hundred  pairs  that  $2  worth  of  dyes 

II  eolor. 

Mr.  Waters.  About  one-sixth  of  a  cent  to  color  a  pair  of  stockings. 

Senator  McCumber.  About  one-sixth  of  1  cent  per  pair? 

Mr.  Waters.  Yes;  for  dyestufFs  only.     For  a  suit  of  clothes  such 

you  have  on,  of  navy  blue,  we  can  dye  at  the  rate  of  3  pounds  to  the 
indred — a  hundred  pounds  of  serge  at  16  ounces  to  the  yard  we 
m  (lye  for  $5.40. 

Senator  Calder.  To  dye  a  hundred  yards  in  the  cost  of  the  dye 
one  ^ 
Mr.  Waters.  Yes. 

S(Miator  Calder.  Without  the  labor  2 

Mr.  Waters.  Without  the  labor;  I  am  not  speaking  of  labor  at  all. 

Senator  McLean.  Does  a  hundred  yards  of  blue  serge,  weighing  16 
uncos  to  the  yard 

Senator  McCumber.  That  would  make  50  coals. 

Mr.  Waters.  I  do  not  know  how  many  coats  it  would  make. 

Senator  McCumber.  The  coat  itself  would  be  about  2  yards  ? 

Mr.  Waters.  Yes.  Gentlemen,  you  can  see  from  tne  Senator's 
[uestions  that  he  has  asked  me  that  the  dyestuff  on  the  textile  line 
s  insignificant  as  compared  with  the  cost  of  the  material.  If  you 
;ave  the  dye  aw^ay  it  would  not  reduce  the  manufacturing  end  of  it  so 
^ery  much,  as  you  can  see.     It  is  all  labor  and  overhead. 

Senator  Simmons.  How  much  dyes  do  the  American  people  con- 
jume  in  a  year  ? 

Mr.  Waters.  I  imagine  we  consume  here  in  the  neighborhood  of 
two  shiploads  a  year. 

Senator  Simmons.  I  am  talking  about  the  value  in  dollars. 

Mr.  Waters.  I  do  not  suppose  we  would  consume  here  over 
$50,000,000. 

Senator  Calder.  You  mean  in  every  line,  but  just  the  textile  line  ? 

Mr.  Waters.  Just  dyes  alone,  analine  colors.  I  may  be  wrong 
on  that  statement,  but  there  are  gentlemen  here  who  know  all  about 
it  and  who  can  enlighten  you  on  it.  I  do  not  just  know.  I  do  not 
think  there  is  over  $50,000,000  imported.  Your  records  will  show 
that  from  nrevious  importations. 

Senator  McLean.  What  is  the  labor  element  involved  ? 

Mr.  Waters.  The  labor  element  involves  to-day  about  two-thirds 
or  more  of  the  cost  of  the  dyeing.  To-day  we  are  paying  70  cents 
an  hour  for  ordinary  labor  as  against  25  cents  an  hour  before  the  war. 

Senator  McLean.  How  many  people  are  employed  in  the  dyeing 
iivdustry  ? 
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Mr.  Waters.  In  the  dyeing  industry  in  Philadelphia  we  have  aU 
5,000  employees. 

Senator  CSalder.  Manufacturing  dyes  ? 

Mr.  Waters.  No;  employed  in  the  dyeing  industry — dyers'  help-  - 
I  suppose  you  mean. 

Senator  McLean.  Yes;  of  course. 

Mr.  Waters.  About  5,000. 

Senator  Simmons.  I  do  not  know  whether  I  understood  the  •  • 
phase  of  the  colloquy  between  you  and  Senator  Reed.  What  di«! 
understand  you  to  say  to  be  the  average  cost  of  dyes  in  the  Uni'* 
States  before  the  war? 

Mr.  Waters.  About  50  cents. 

Senator  Simmons.  About  50  cents  a  pound  ? 

Mr.  Waters.  Yes. 

Senator  Simmons.  What  did  I  understand  you  to  say   wa>  t 
average  cost  of  dyes  to-day  ? 

Mr.  Waters.  About  $2.50.  I  am  talking  now,  of  course  ->«»r 
go  up  to  $30  or  $40  a  pound. 

Senator  McCumber.  You  figure  that  in  your  prewar  average,  al- 
do  you  not  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Reed.  I  would  like  to  ask  one  question:  Do  you  kn<>^ 
what  the  production  of  German  dj;es  in  Germany  amounts  t<>  ? 

Mr.  Waters.  The  production  in  Germany — no;  I  do  not.  3 
understood  that  we  import  here  about  $50,000,000  worth  of  -iti.1 
a  year. 

Senator  Reed.  They  do  now  ? 

Mr.  Waters.  They  did. 

Senator  Reed.  Before  the  embargo  ? 

Mr.  Waters.  Yes;  before  the  war.  I  do  not  know  what  they  m'- 
importing  to-day. 

Senator  Reed.  Do  you  know  whether  the  German  dye  W4>rk'»    ■ 
Germany  are  in  anything  like  as  good  condition  as  they  wen»  hff"' 
the  war  ? 

Mr.  Waters.  I  am  told  thev  are. 

Senator  Reed.  Is  it  not  a  fact  that  they  are  laboring  under  i\\f  ■ 
culties  of  coal,  labor,  and  financial  troubles,  and  that  their  pnnir 
tion  is  not  anything  like  as  great  to-day  as  it  was  before  the  WHf 

Mr.  Waters.  Well,  if  j-ou  will  take  hearsay  evidence.  Senator  ' 
can  state  the  case  of  a  friend  of  mine  who  just  came  hark,  and  ■ 
says  things  are  going  fine. 

Senator  Reed.  Is  he  here  ? 

Mr.  Waters.  Xo,  sir;  he  is  not  here.     He  is  not  in  <mr  line. 

Senator  Simmons.  Can  you  give  me  the  average  price  of  dye>  .' 
Germany  to-day  ? 

Mr.  Waters."  No,  Senator  Sinmions,  I  could  not. 

Senator  Simmons.  Do  you  think  they  are  any  higher  than  hef"" 
the  war  ? 

Mr.  Waters.  They  are  higher  when  they  get  here. 

Senator  Simmons.  I  mean  in  Germany. 

Mr.  Waters.  I  could  not  answer  that  question.  I  would  ima^i' ' 
they  would  have  conditions  the  same  as  we  are  up  against. 

Senator  Simmons.  Ar     *\wy  to  any  considerable  extent  hi^er' 
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Mr.  Waters.  I  imagine  labor  and  coal,  etc.,  would  bring  up  the 
ost  in  proportion  to  what  we  have  had  here.     I  do  not  know. 

Senator  Simmons.  Then,  if  German  dyes  were  selling  in  Germany 
.t  the  same  price  as  they  did  before  the  war,  and  selling  here  at 
ive  tinoLes  as  much  as  they  did  before  the  war,  it  is  your  idea  that  you 
nust  be  permitted,  through  the  operations  of  the  law,  to  be  able  to 
naintain  that  differential  between  the  price  in  Germany  and  America. 
Mr.  Waters.  Yes,  sir. 

Senator  Simmons.  Then  the  protection  you  would  ask  to  put  this 
industry  permanently  on  its  feet  would  be  about  400  per  cent  ? 
Mr.  W^ATERS.  Yes,  sir. 

Senator  La  Foixette.  Are  you  one  of  the  principal  dyers  in  this 
country? 

Mr.  Waters.  I  would  not  like  to  say  that.  Senator.  I  have  used 
in  tlie  last  three  years  in  dyestuffs,  I  judge,  in  the  neighborhood  of 
-51,500,000. 

Senator  Simmons.  Will  you  not  let  me  finish,  Senator  ? 
Senator  La  Follbtte.  Certainly.     I  beg  your  pardon. 
Senator  Simmons.  Then   the  protection  which   the  embargo  on 
il yes  has  given  you  is  about  20  per  cent  ? 

Mr.  Waters.  The  present  protection  that  is  given  us? 
Senator  Simmons.  Given  you  through  the  embargo  ? 
Mr.  Waters.  Yes. 
Senator  Simmons.  Is  400  per  cent  ? 
Mr.  Waters.  Yes. 

5)enator  Simmons.  And  you  want  that  much  again  ? 
Mr.  Waters.  Yes;  I  think  it  will  take  every  bit  of  it. 
Senator  La  Follette.  Can  you  tell  me  how  many  dyeing  estab- 
lishments there  are  in  the  United  States  ? 

Mr.  Waters.  No.     We  have  in  our  town  about  75. 
Senator  La  Follette.  Can  you  tell  me  where  they  are  located, 
in  -what   cities  are   the  dyeing  establishments  located,  or  in  what 
States  they  are  located  ? 

Mr.  Waters.  Do  you  mean  the  dye  establishments  or  dye  manu- 
facturing establishments  ? 

Senator  La  Follette.  Oh,  no.     You  are  not  a  manufacturer.     I 
am  just  speaking  about  vour  business. 

Mr.  Waters.  Oh,  Philadelphia,  I  think,  is  one  of  the  largest  dye- 

ino:  centers  in  the  United  States.     Providence  comes  in,  I  think 

Senator  La  Follette.  There  are  about  5,000  people  employed  in 
the  industry  in  Philadelphia  ? 
Mr.  Waters.  Yes,  sir. 

Senator  La  Follette.  Now,  then,  what  is  the  next  largest  dyeing 
city  in  the  United  States? 

Mr.  Waters.  Well,  I  would  imagine  down  in  Massachusetts  would 
be  next,  around  Boston  and  Providence  and  around  through  there. 

Senator  La  Follette.  Can  you  state  in  round  numbers  the 
number  of  people  employed  in  the  dye  industry  in  this  country  ? 

Mr.  Waters.  Senator,  would  you  let  me  cite  a  little  case  tfiat  our 
friend  Bemstorf  announced  when  he  was  here,  shortly  after  we  got 
into  the  war  ? 

Senator  La  Follette.  I  would  like  to  have  your  answer  to  my 
questions,  if  you  can  answer  them. 
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Mr.  Waters.  Well,  I  would  judge  about  4,000,000  people  inj 
depending  on  the  manufacturing  of  dyestuffs. 

Senator  La  Follette.  Are  you  speaking  of  those  Engaged  in 
dye  industry,  such  an  industry  as  you  are  conducting  ? 

Mr.  Waters.  Well,  no. 

Senator  La  Follette.  Can  you  tell  me  how  many  people 
engaged  in  the  sort  of  industry  that  you  are  conducting  yourself? 

Sir.  Waters.  The  best  way  to  get  at  that  is  this:     I  employ  what 
I  am  running  full   100  ment     Tnose  100  men  are  responsiW  fir] 
keeping  10,000  other  people  in  employment. 

Senator  La  Follette.  Oh,  yes.     But  that  was  not  the  point  I 
inquiring  about.     I  was  anxious  to  know  how  many  people  iw»| 
employed. 

Mr.  Waters.  I  should  judge  that  there  would  be  at  least  300,000 
employed  in  our  industry. 

wSenator  La  Follette.  In  coloring? 

Mr.  Waters.  In  coloring. 

Senator  La  Follette.  And  you  employ  about  100  ? 

Mr.  Waters.  About  100. 

Senator  La  Follette.  Is  3^our  establishment  incorporated ! 

Mr.  Watp:rs.  No,  sir;  it  is  an  individual  concern. 

wSenator  La  Follette.  I  think  you  have  already  stated  the  amoimt 
of  capital  that  you  have  invested  ? 

Mr.  Waters.  Yes,  sir. 

Senator  L.v  Follette.  And  you  employ  about  100  men  i 

Mr.  Waters.  About  100  men. 

vSenator  Calder.  And  women,  too? 

Mr.  Waters.  No  women. 

Senator  La  Follette.  What  wages  are  you  paying  now  ? 

Mr.  Waters.  We  are  paying  70  cents  an  hour  for  ordinary  dye- 
house  help. 

Senator  La  Follette.  And  your  100  men,  how  many  are  on  the 
pay  roll  at  70  cents  an  hour  ? 

Mr.  Waters.  All  of  them. 

wSenator  K\  Follette.  The  entire  100  i 

Mr.  Waters.  Yes,  sir. 
'  Senator  La  Follette.  They  get  the  same  pay  exactly  ? 

Mr.  Waters.  Yes,  sir. 

Senator  La  Follette.  What  lines  of  textile  manufacturers  do  job 
dye  for  ? 

Mr.  Waters.  I  dye  for  the  hosiery  trade,  sweater  and  knit  goods 
trade,  upholstery,  men  and  ladies'  wear,  rugs  and  carpets.  I  t&e  in 
that  entire  line. 

Senator  La  Follette.  And  you  have  been  in  this  business  a  greit 
many  years  ? 

Mr.  Waters.  Over  40  years.  I  was  in  the  business  when  we  had 
no  anilines  at  all,  but  used  all  vegetable  dyes.  I  remember  the  first  3 
aniline  coming  here — and  if  I  might  be  permitted,  it  is*  a  very  good  \ 
thought  to  bring  up — at  that  time  we  paid  for  German  colors  $50 1  ] 
pound  in  gold,  when  they  started  to  make  anilines,  and  we  htT«  " 
Deen  paying  that  ever  since,  and  I  claim  to-day,  gentlemen,  that  it  it  ^ 
the  United  States  that  built  up  the  great  German  mdustry  as  it  stands 
now,  which  was  done  with  our  money  and  gold. 
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Senator  La  Follette.  And  before  we  did  any  manufacturing  of 
yes  in  this  country  at  all,  the  price  had  gone  down  to  about  50  cents 
poumd  on  the*  average  ? 
^Ir.  Waters.  Yes,  sir. 

Senator  Reed.  Do  you  know  whether  there  is  an  export  tax  levied 
ri   these  dyes  that  come  out  of  Germany  ? 
Air.  Waters.  No,  sir. 

Senator  Reed.  Then,  of  course,  you  do  not  know  how  much  it  is  ? 
]Mj.  Waters.  No,  sir. 

Senator  Reed.  Have  we  exported  dyes  from  the  United  States 
n  the  last  year  ? 

^Lr.  Waters.  I  have  been  told  we  have;  I  do  not  know. 
Senator  Reed.  Where  to  ? 
Air.  Waters.  South  America,  I  understood. 

Senator  Smoot.  Senator — if  you  will  allow  me — I  will  give  you  the 
fio^vires  here. 

Senator  Reed.  All  right. 

Mr.  Waters.  Those  figures  are  all  a  matter  of  record. 
Senator  Smoot.  For  1920  we  exported  in  aniline  dyes  to  Portugal, 
Belgium,  France,  Germany,  Italy,  Netherlands,  Russia  (European), 
Switzerland,  United  Kingdom,  Canada,  Mexico,  Central  America, 
West  Indies,  South  America,  Asia,  Oceania,  Africa,  Denmark,  Spain, 
Svreden,  Norway,  and  other  small  countries,  $22,450,480;  logwood 
extracts,  $2,605,060;  and  all  other  dyes,  outside  of  the  two  named, 
87,373,111. 

Senator  Simmons.  How  much  is  the  total  ? 

Senator  Smoot.  I  will  give  it  to  you  in  round  numbers,  $32,000,000. 
Senator  Calder.  That  is  in  191^8  ? 
Senator  Smoot.  That  is  1920. 

Senator  McLean.  Why  not  put  a  manufacturer  on  ?  This  gentle- 
man does  not  know  what  we  want  to  ascertain. 

The  Chairman.  I  think  we  better  put  on  another  witness,  imless 
you  have  something  to  say,  or  unless  tne  committee  desires  to  address 
further  inquiries. 

Senator  Simmons.  I  wanted  to  ask  one  other  question:  Before  the 
war  we  were  making  some  dyes  in  this  country  ? 
Mr.  Waters.  We  made  about  10  per  cent,  Senator. 
Senator  Simmons.  We  made  those  dyes  in  quantities  sufficient  to 
supply  our  demands  and  that  of  the  exporters  ? 
Mr.  Waters.  No. 

Senator  Simmons.  We  exported  dyes  before  the  war  ? 
Mr.  Waters.  We  might  have  exported  logwoods,  but  we  only 
made  a  Uttle  acid  orange  here. 

Senator  Simmons.  To  what  extent,  if  any,  did  the  prices  of  those 
dyes  that  we  produced  in  sufficient  quantities  for  our  domestic 
purposes  before  the  war  increase  ? 

Mr.  Waters.  Before  the  war  we  made  some  acid  orange.  That 
was  selling  for  about  20  cents  a  pound.  To-day  we  are  selling  it 
for  about  45  cents  a  pound.  So  I  think  it  is  about  on  a  prewar  basis, 
considering  labor  and  what  not  that  goes  with  it. 

Senator  Simmons.  You  could  not  give  me  the  average  increase  in 
the  price  of  those  dyes  that  we  were  producing  before  the  war  in 
sufficient  quantity  for  the  domestic  marKet  ? 
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Mr.  Waters.  We  made  such  a  very  few.     We  made  an  acid  oran^ 
and  a  little  direct  black,  and  a  little  crystalline  greens,  and  thinr- 
like  that,  for  which  there  is  very  little  use,  Senator. 

Senator  Simmons.  You  can  not  give  it  ? 

Mr.  Waters.  I  could  not  get  right  down  to  it.  There  are  otL*- 
men  here  who  will  tell  you  that. 

Senator  Simmons.  Before  the  war  you  say  that  Germany  practi- 
cally had  control  of  the  American  market  ? 

Mr.  Waters.  Yes,  sir. 

Senator  Simmons.  Do  you  consider  that,  although  they  had  < 
trust  that  covered  America,  they  were  charging  exorbitant  pri<v- 
before  the  war  for  the.se  dyes  ? 

Mr.  Waters.  No,  sir;  I  do  not.  They  were  very  cheap  before  u- 
war. 

The  Chairman.  The  committee  will  now  continue  to  hear  a  num- 
ber of  gentlemen  who  are  here  to-day  by  engagement  with  the  com- 
mittee, and  I  will  call  on  Mr.  C.  A.  Miller,  of  Philadelphia. 

STATEMENT  OF  KB.  CHARLES  A.  MILLEK,  FEAVKFOSD. 

PHILADELPHIA. 

The  Chairman.  State  your  residence. 

Mr.  Miller.  My  dyehouse  residence  ? 

The  Chairman.  Wnere  your  establishment  is. 

Mr.  Miller.  Frankford,  Philadelphia. 

The  Chairman.  You  are  in  the  business  yourself  ? 

Mr.  Miller.  I  am  in  the  dyeing  business. 

The  Chairman.  Will  you  go  on  now  in  your  own  way  and  slat* 
your  views  concerning  the  question  I 

Mr.  Miller.  Mr.  Chairman  and  gentlemen  of  the  committee,  it  - 
the  desire  of  the  Atlas  Dye  Works  to  protest  against  the  licea^uc 
system  and  the  embargo  of  dyes.  We  aye  artificial  silk  yam  for  ih 
trade,  and  cater  especially  to  such  branches  as  are  interested  i- 
fast  colors.  From  our  past  experience  with  this  system,  it  take^  t*" 
long  to  get  the  dyes  we  need.  We  may  write  for  allocation  ceriir- 
cates,  and  then  get  turned  down  because  something  similar  is  hv\w: 
made  in  this  country.  This  necessitates  our  trying  out  the  Amencn:. 
made  dyestuff,  to  see  if  it  is  suitable  for  our  work.  For  fastn**-- 
tests  we  should  have  the  hot  summer  sun  to  decide,  by  actual  expen- 
ments,  whether  the  American  product  is  satisfactory  in  this  respti* 
Therefore,  if  we  are  offered  something  in  October  or  November.  »; 
can  get  no  actual  tests  until  the  following  summer.  We  have  faith 
enough  in  the  imported  dyes — ^indanthrenes — from  tests  which  *«• 
have  made,  to  give  a  written  guaranty  to  the  manufacturers.  Tlu- 
guaranty  reads  as  follows: 

We  guarantee  the  colors  furnished  to  be  absolutely  fadeless.  1  f  color  chaogc*  tt*^ 
etposure  to  sunlieht,  or  from  washing  we  will  refund  to  you  your  selling  prire  to  t^  * 
traide  on  such  goods. 

Senator  Smoot.  Who  is  that  agreement  made  with  i 
Mr.  Miller.  We  made  that  agreement  with  the  manufacturer. 
Now,  you  might  suggest  that  we  could  make  a  quick  test,  for  l^^' 
ness,  with  some  of  the  artificial  lights,  such  as  the  ultro  violet  X-»} 
light.     We  have  done  this,  but  do  not  find  it  satisfactory.    Far  ir>- 
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stance,  i^e  put  half  of  the  same  skein  in  the  sun,  under  glass,  and  the 
other  under  the  violet  light.  After  a  couple  of  weeks^  test,  the  color 
in  the  sunlight  had  faded,  while  there  was  no  change  in  the  color 
under  the  artificial  light,  so  we  naturally  have  lost  faith  in  this 
method. 

We  further  object  to  the  embargo,  because  the  American  manu- 
facturers are  not  making  all  the  different  colors  we  need  for  our  shades, 
and  it  is  impossible  for  us  to  look  ahead  and  say  just  what,  and  how 
much  we  shall  need.  We  never  can  tell  our  requirements  until  we 
receive  the  order  to  dye  the  yam  in  whatever  snades  our  customer 
may  require. 

Senator  Smoot.  Do  you  dye  anything  in  silk  ? 
Mr.  Miller.  Silk,  cotton,  and  hosiery — principally  silk. 
The  Chairman.  You  are  opposed  to  this  legislation,  are  you? 
Mr.  Miller.  I  am  opposed  to  it. 
The  Chairman.  Ana  you  are  in  the  dye  business? 
Mr.  Miller.  We  are  in  the  dye  business.     Here  is  a  sample  of  our 
dyeing  [exhibiting  samples  of  dyed  cords  to  the  committee]. 
Senator  Watson.  You  do  not  do  manufacturing? 
Mr.  MiLLEiR.  We  do  not  do  manufacturing;  only  dyeing. 
The  Chairman.  You  are  in  the  same  busmess  as  the  last  witness  ? 
Mr.  Miller.  Who  was  the  last  witness  ? 
Senator  Watson.  Mr.  Waters. 

Mr.  Miller.  I  do  not  think  he  does  this  kind  of  dyeing.  This  is 
art  silk.  TTiere  is  a  difference  in  dyeing  some  fast  colors  on  art  silk 
than  there  is  on  the  cotton. 

The  Chairman.  Of  course,  it  is  a  different  kind  of  dyeing,  but  you 
are  all  in  the  same  general  business. 
Mr.  Miller.  Sure. 

The  Chairman.  How  is  it  that  he  is  for  this  legislation  proposed 
and  you  are  against  it  ? 
Mr.  Miller.  It  is  a  matter  of  opinion,  I  guess. 
Senator  Smoot.  And  a  matter  of  experience. 
Senator  Watson.  Can  you  get  the  kmd  of  dyes  you  want  made  in 
America  ? 
Mr.  Miller.  Not  all  of  them. 

Senator  Watson.  About  what  per  cent  do  you  have  to  buy  abroad  ? 
Mr.  Miller.  We  have  been  buying  all  of  them  abroad.     We  only 
use  two  colors  made  in  this  country;  that  is,  ponsol  yellow  and  ponsol 
violet,  made  by  du  Pont. 
Senator  Watson.  During  the  war  you  could  not  get  them  abroad  ? 
Mr.  Miller.  No;  we  bought  them  from  dye  gyps. 
Senator  Reed.  What  is  a  ^'dye  gyp?" 

Mr.  Miller.  A  dye  gyp  is  a  fellow  who  buys  a  barrel  of  color  and 
makes  about  10  barrels  out  of  it. 
The  Chairman.  How  many  people  do  you  employ  ? 
Mr.  Miller.  When  we  are  busy  ? 
The  Chairman.  In  your  business. 
Mr.  Miller.  We  employ  26  when  we  are  busy. 
Senator  Reed.  I  am  interested  in  knowing  how  this  "gyp'^  makes 
10  barrels  out  of  one,  and  whether  he  comes  within  the  protection  of 
this  bUl. 
Mr.  Miller.  The  gyp  can  not  get  the  stuff. 
Senator  Reed.  You  employ  26  people  ? 
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Mr.  Miller.  We  employ  26  people. 

Senator  Watson.  During  the  war  you  used  some  American-nuide 
dyes,  did  you  not  ? 

Mr.  Miller.  We  used  to  use  whatever  we  could  purchase. 

Senator  Watson.  You  used  some  American-maae  dyes? 

Mr.  Miller.  Sure;  anything  at  all  we  could  get. 

Senator  Watson.  You  made  use  of  some  American  dyes.     <^an 
you  answer  the  question  ? 

Mr.  Miller.  Yes. 

Senator  Watson.  Are  you  now  using  any  American-made  dye* ' 

Mr.  Miller.  Yes. 

Senator  Watson.  When  you  use  them,  what  per  cent  of  -\mericar- 
made  dyes  do  you  use  ? 

Mr.  Miller.  On  all  the  lines  we  handle  or  just  one  particular  lin» 

Senator  Watson.  On  all  you  handle? 

Mr.  Miller.  About  50  per  cent. 

Senator  Watson.  Half  and  half? 

Mr.  Miller.  Yes. 

Senator  Watson.  And  the  other  30  per  cent  you  get  through  th 
board  up  here,  do  you? 

Mr.  Miller.  Yes,  through  the  board. 

Senator  Watson.  And  your  objection  to  the  present  system  .- 
that  you  have  trouble  getting  these  dyes  when  you  want  them  f 

Mr.  Miller.  I  have  been  turned  down  only  yesterday.  We  got 
a  letter  from  the  War  Trade  Board  turning  its  down  on  blues  and 
browns. 

Senator  Watson.  Did  thev  turn  you  down  on  the  theory 

Mr.  Miller  (interposing).  That  we  can  get  these  things  made  in 
this  country.  The  brown  will  not  make  our  shade.  We  have  alreaHv 
lost  a  week  on  that.  What  am  I  going  to  do  when  I  run  out  of  M 
and  my  customers  wants  the  goods  ? 

Senator  Watson.  And  that  shade  of  brown  is  not  made  in  this 
country  ? 

Mr.  Miller.  Not  the  color  we  want. 

Senator  Watson.  Do  you  know  whether  it  can  be  made  in  thi- 
country  ? 

Mr.  Miller.  I  suppose  it  can  be. 

Senator  Watson,   lou  know  it  is  not,  and  you  can  not  get  itf 

Mr.  Miller.  I  know  that  the  brown  made  now  is  not  satisfactnnr 
for  my  work. 

Senator  Watson.  Are  the  American  dyes  that  you  use  satisfactorr 
for  you  ? 

Mr.  Miller.  Just  the  ordinary  dyes. 

The  Chairman.  It  is  not  a  question  of  the  quality  of  the  dyes,  but 
a  question  of  the  color  or  the  shade,  as  I  understand  it  ? 

Senator  Smoot.  They  make  a  longer  range  of  colors. 

Senator  Reed.  Puttmg  it  in  a  few  words,  you  do  use  some  American 
dyes  that  are  satisfactory  \ 

Mr.  Miller.  Yes,  that  is,  the  direct,  ordinary  colors. 

Senator  Reed.  That  is  what  you  call  ^'  direct  and  ordinary  colour 

Mr.  Miller.  Yes.  This,  besides  the  two  ponsol  yellow  and  poii«J 
violet:  they  are  two  colors  made  by  du  Pont. 

They  are  supposed  to  be  sun-fast,  but  we  are  not  sure  of  it.  W** 
give  a  guarantee  that  will  ''bust*'  us  up  if  we  can  not  get  the  goods. 
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Senator  Reed.  When  you  come  to  dyes  that  you  can  not  get  in 
this  country  that  are  satisfactory,  you  have  to  go  down  to  this  War 
Board  and  get  permission  to  import  ? 
Mr.  MnxEK.  That  is  right. 

Senator  Reed.  And  sometimes  they  give  you  the  permission  and 
sometimes  they  do  not  ? 

Mr.  MiLLEB.  That  is  correct. 

Senator  Reed.  And  in  any  event  it  involves  delay  ? 
Mr.  Milleb.  Sure.     Here  is  a  case  where  it  involves  a  week's  delay. 
Senator  Reed.  In  the  meantime,  if  you  have  an  order  and  you  can 
not  get  these  dyes,  you  can  not  fill  the  order  ? 
Mr.  Milleb.  No,  we  can  not  fill  the  order. 

Senator  Reed.  And  if  you  can  not  fill  the  order,  that,  of  course, 
will  throw  out  of  employment  some  poor,  downtrodden,  workingmen 
of  America  ? 
(No  response.) 

Senator  Watson.  Now,  Mr.  Witness,  under  the  protection  afforded 
hy  the  war  they  built  up  the  dye  industries  so  that  you  can  buy  60 
per  cent  of  all  dyes  you  use  in  the  United  States  ? 
Mr.  Milleb.  Yes. 

Senator  Watson.  Have  you  any  objection  to  proper  protection  to 
protect  this  industry  so  that  they  can  make  the  other  50  per  cent 
that  you  use  ?  ^ 

Mr.  Milleb.  No. 

Senator  Watson.  You  woidd  rather  buy  American  dyes  than  Ger- 
man dyes,  would  you  not  ? 

Mr.  Milleb.  I  would  sooner  buy  them  if  I  can  get  them  in  all  the 
colors. 
The  Chaibman.  Go  on,  Mr.  Miller. 

Senator  McCumbeb.  iJet  me  ask  you,  before  you  go  on:  Do  you 
know  whether  it  is  possible  for  the  American  manufacturers  to  make 
every  color  that  is  made  in  Germany  ? 
Mr.  Milleb.  I  do  not  know. 

Senator  McCumbeb.  You  know  they  do  not  do  it  now  ? 
Mr.  Milleb.  I  know  they  do  not  do  it  now.  I  suppose  if  they  try 
hard  enough  we  can  possibly  get  them  to  do  so,  tne  same  as  the 
Germans.  At  any  rate,  they  ought  to  have  brains  enough.  We 
had  an  instance  on  April  27.  We  wrote  to  the  War  Trade  Board 
explaining  that  indanthrene  vellow  G  double  cost  us  $6.90  per  poimd, 
while  Du  Font's  ponsol  yellow  cost  us  $3.80  per  pound,  and  the 
Du  Pont  product  is  just  half  the  strength  of  the  imported.  It  would, 
therefore,  take  2  pounds  of  this  product  at  $3.80,  or  a  cost  of  $7.60, 
to  equal  1  poimd  of  the  indanthrene  at  $6.90.  Therefore,  our  dye 
would  cost  us  70  cents  a  pound  more,  and  as  we  frequently  use  6 
pounds  of  yellow  in  one  shade,  it  practically  costs  us  over  $4.20 
more  for  dyeing  a  himdred  pounds  of  art  silk  in  this  shade.  This 
letter  was  written  to  the  War  Trade  Board  after  they  had  refused 
to  give  us  a  license  for  the  imported  color.  They  further  advised  us 
that  the  price  asked  for  the  domestic  color  was  reasonable,  under  the 
conditions.  I  have  a  copy  of  the  letter  here,  if  desired.  Shall  I 
read  that  ? 

The  CHAIRMA.N.  You  can  have  it  printed,  unless  you  desire  to 
read  it. 


508  TARIFF — DVKS   KMbAi.CiO. 

Mr.  Miller.  I  have  a  copy  of  the  letter  here. 
Senator  La  Follette.  I  would  like  to  see  how  they  explain  that  • 
a  reasonable  price. 
Mr.  Miller  (reading) : 

In  reply  to  your  letter  of  April  27,  1921,  on  the  subject  of  the  price  of  ponaol  yHl  • 
as  compared  to  the  price  of  idanthrene  yellow  G  of  foreign  maKe,  pleflfie  be  aic^^  i.-* 
that  a  reaaonable  price,  within  the  meaning  of  the  War  Trade  Board  re^ila:i<»nr   .- 
deemed  to  be  the  price  for  which  a  controlled  commodity  can  be  manufactured  i'.  . 
efficiently  operated  plant  in  the  United  States  and  eold,  with  a  fair  profit  to  Uw*  pr  - 
ducer,  irrespective  of  the  price  for  which  the  product  may  be  obtained  from  nbrm  • 
In  determining  reasonable  price,  consideration  is  also  given  to  the  econonaic  <t«.«.. 
tions  obtaining  at  present  among  the  nations  uf  the  world,  the  present  rat^  of  ex«haf.j 
and  the  difference  in  the  cost  of  domestic  mamifax^ture  as  comparefl  to  the  va*' 
manufacture  abroad.     In  consideration  of  all  the  foregoing,  the  price  at  this  tim^    *f 
domestic-made  ponsol  yellow,  is  not  regarded  )jy  the  War  Trade  Board  bb  Itetnr  '•'•- 
reasonable. 

Senator  Reed.  In  other  words,  whatever  the  American  price  is.  > 
reasonable  ? 

Mr.  Miller.  Reasonable,  no  matter  what  it  is. 

Senator  La  Follette.  What  is  the  date  of  that  letter  ? 

Mr.  Miller.  They  have  not  put  a  date  on  this.     I  can  give  vi»*; 
the  original  letter. 

Senator  Reed.  Please  get  it  and  put  it  in  the  record. 

Senator  McLean.  Was  it  written  this  year  or  last  year  i 

Mr.  Miller.  It  was  written  this  year,  and  is  in  replv  to  our  lett**: 
of  April  27,  1921. 

Senator  McLean.  Perhaps  if  we  guarantee  the  embargo  a  new  bttarJ 
ought  to  be  provided. 

Senator  Reed.  Yes;  and  then  that  the  new  board  ought  to  behav* 
itself. 

Mr.  Miller.  Here  are  three  shades  which  I  have  been  dyeing  f'-r 
certain   customers   [exhibiting   samples   to   the   committeej — green 
gold,  and  brown.     If  I  made  these  shades  with  domestic  fast  vn\or^ 
they  would  cost  me  50  cents  for  green,  44  cents  for  gold,  and  60  ren*"* 
for  brown,  just  for  dyestuffs  alone. 

I  recently  saw  an  article  quoting  the  price  of  these  same  colors  jr. 
Canada,  and  at  which  price  the  dyestufl's  on  the  shades  menlion***! 
would  cost  me — 24  cents  per  pound  for  the  green,  22  cents  per  poun'i 
for  the  gold,  29  cents  per  pound  for  the  brown.  To  put  it  anoih-r 
way,  the  man  in  my  line  oi  business  in  Canada  would  pay  abi^ut  half 
the  price  for  his  dyestuffs.  The  green  dye4?tuflf  on  a  pound  of  art  sjIk 
would  cost  him  26  cents  per  pound  less;  the  gold  dyestuff  on  a  pounii 
of  art  silk  would  cost  him  22  cents  per  pound,  and  the  brown  dye>tuff 
on  a  pound  of  art  silk  would  cost  him  31  cents  per  pound.  Ttiw 
differenc?  would  go  a  long  way  toward  making  up  the  tariff  pnM«H- 
ti  )n  which  our  manufacturv^rs  have  on  these  goods. 

In  cone  liision,  I  want  to  ask,  is  not  thp  small  dyer  to  be  proterte<l  »i^ 
well  as  the  million-dollar  dyestuff  corporation  ?  Is  it  fair  to  the  Hvi'^ 
to  make  him  carry  six  months^  stock  of  dyes  i  lender  the  tariff  sysl^nj 
that  hfis  nlwavs  been  the  importer's  business.  I  recently  took  an 
order  fir  dyeing  a  very  considtrabL*  quantity  of  guaranteed  fft>t 
col  )rs:  the  contract  is  to  last  one  year. 

How  can  I  tell  that  the  colors  I  should  use  will  be  available  duniur 
the  coming  year;  that  under  tliis  system  I  will  not  be  forced  to  sub- 
stitute something  that  I  have  not  had  sufficient  time  to  try  oui* 


TARIFF — DYES   EMBARGO.  509 

a  dyer  gives  such  a  broad  guaranty  as  ours,  he  should  not  be 
ixxiered  in  securing  the  necessary  colors  to  make  good.  I  have  taken 
fiis  contract  with  the  sincere  beUef  that  Congress  will  not  continue 
Kis  system.  Anv  change  in  colors  or  any  deficiency  could  very  easily 
e  ruinous  both  for  me  and  my  business. 

Senator  McLean.  Who  signed  that  letter  from  the  War  Trade 
ioard  that  you  read  ? 

M>.  Miller.  I  can  not  tell  you;  I  can  give  you  the  original. 

Senator  McLean.  I  wish  you  would  furnish  the  committee  the 
lame  of  the  gentleman  who  wrote  that  letter. 

Mr.  Miller.  I  will  send  you  the  letter  down. 

Senator  McLean.  All  rient. 

(The  original  letter  re^rred  to  was  subsequently  furnished  by 
Mr.  Miller  and  is  here  printed  in  full,  as  follows:) 

War  Trade  Boaro, 
WashirKjton,  April  Ji"^,  t9?.1 . 
Atlas  Dye  Works, 

PhUaddphiUj  I'a, 

(tkntlkmen:  In  reply  to  your  letter  of  April  27,  1921,  on  the  subject  of  the  price  of 
ponsol  yellow  as  compared  to  the  price  of  indanthrene  yellow  «:  of  foreign  make,  pleaae 
V><?  advised  that  a  reasonable  price  within  the  meaning  of  the  War  IVade  Board  regula- 
tions is  deemed  to  be  the  price  for  which  a  controlled  commodity  can  be  manufactured 
in  an  efficiently  operated  plant  in  the  United  States  and  sold  with  a  fair  proHt  to  the 
proclucer,  irrespective  of  the  price  for  which  \h?.  product  may  be  obtained  from  abroad. 
In  d«^termining  reasonable  price,  consideration  is  also  given  the  economic  conditions 
ohtainini^  at  present  among  the  nations  of  the  world,  the  present  rate  of  exchange,  and 
the  difference  in  the  cost  of  domestic  manufacture  as  compared  to  the  cost  of  manufac- 
ture abroad.  In  consideration  of  all  the  foregoing,  the  price  at  this  time  for  domestic 
fna<Ie  ]K>nfloi  yellow  is  not  regarded  by  the  War  Trade  Board  as  being  unreasonable. 
Very  truly,  yours, 

Bureau  of  Imports. 
By  L.  J.  RoRiNt«o>:. 

The  Chairman.  The   committee  will   now  be  glad   to  hear  Mr. 
Hodson. 

STATEMENT  OF  A.  A.  HODSON,  DANBUR7,  CONN. 

The  Chairman.  State  your  full  name. 

Mr.  Hodson.  My  name  is  Alfred  A.  Hodson. 

The  Chairman.  What  is  your  business  ? 

Mr.  Hodson.  I  am  a  felt  hat  manufacturer. 

The  Chairman.  You  reside  where  ? 

Mr.  Hodson.  At  Danbury,  Conn. 

The  Chairman.  Will  you  state  as  briefly  as  may  be  your  views  ? 

Mr,  Hodson.  I  came  here,  Mr.  Chairman,  and  gentlemen  of  the 
^'ommittee,  to  explain  the  condition  of  the  dyes  as  they  related  to 
fur  felt  hats.  We  make  fur  felt  hats  for  men  exclusively.  That  is  all 
our  business.  And  in  making  the  fur  felt  hats,  in  the  fii*st  place,  we 
take  rabbit's  fur  and  form  it  into  a  fabric,  which  is  felted  through  a 
felting  process  to  a  very  tight  fabric,  and  also  quite  thick.  When 
you  come  to  dye  that  fabric  with  dyes  you  have  to  have  very  level 
dying  colors  so  that  they  will  penetrate  through  this  thick  fabric, 
and  also  they  must  be  fast  to  light,  as  there  has  been  a  general  under- 
standing through  the  trade  for  years  that  if  the  hat  fades  they  send 
it  back  to  the  manufacturer,  and  during  the  last  period  of  the  war 
^'c  have  had  a  considerable  number  of  hats  returned  to  us  for  fading, 
and  we  have  been  trying  to  get  colors  that  would  hold  fast  to  the 
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light,  and  also  give  us  level  dyeing  and  penetrating  that  woulci 
the  hat  a  serviceable  sightly  hat. 

I  will  explain  to  vou  that  after  a  hat  is  dved  the  hat  goes 
several  processes  of  boiling  water  and  finally  comes  to  what  ^re  c* 
the  finishing  process,  where  it  is  put  out  to  dry  onto  a  bl(Krk  &i. 
pounced  with  flint  paper,  and  the  surface  is  pounced  off.    So  that  : 
matter  if  you  have  the  proper  shade  on  the  surface  of  your  mAt^ns, 
when  vou  pounce  it  you  would  go  down  beneath  that  surface,  <tn«i 
your  dyes  were  not  thoroughly  penetrating  level  dyes  you  will   fpr: 
mottled  appearance.     You  do  not  get  a  good,  clear  color. 

So  that  nas  been  one  of  our  great  troubles  in  getting  dyes   tLj 
would  work  properly,  and  the  embargo,  of  course,  has  stopped   • 
from  getting  some  of  those  dyes;  in  getting  dyes  before,  of  coursa**.  i. 
we  had  to  do  if  we  wanted  to  trv  a  new  dye  and  make  a  new  <*«m-  - 
was  to  go  to  our  dyehouse  and  they  had  dyes  in  stock  of  almost  ar ; 
kind. 

Senator  Watson.  Imported  ? 

Mr.  HoDSON.  Imported,  of  almost  any  kind  we  wanted  to  tnaA- 
samples  out  of,  or  make  new  shades  of  any  kind;  and  we  would  gv^  : 
the  dyehouse  and  we  would  get  dyes  applicable  to  our  requiromoir- 

Now,  of  course,  we  can  not  do  that.     We  have  to  go  tnrough  ir 
War  Trade  Board  in  order  to  get  our  request  through  for  dyes,  aa«. 
it  holds  us  up  a  long  time. 

We  started  about  three  months  ago  to  make  some  trials  to  get  soc- 
colors  that  were  fast;  that  is,  we  could  put  out  to  the  trade  and  re . ' 
on;  and  we  made  some  tests,  and  finally  found  some  dealers  that  «- 
thought  we  could  do  it  with.  They  were  imported  colors,  because  w. 
do  not  find  we  can  do  it  with  the  colors  that  we  buy  here.  We  ma*!- 
those  tests,  and  finally  made  some  samples  in  our  laboratories,  aii': 
then  we  finally  ordered  some  dyes.  We  ordered  those  dyes  in  Jun* 
We  received  a  letter  on  Julv  26,  and  the  letter  says  that  **  the  consuW 
invoice  is  just  received  and.  dated  July  4,  which  advises  the  shipment 
from  abroad,  and  your  order  of  June  14  and  June  29." 

We  have  not  received  those  dves  yet,  and  by  the  time  we  d- 
receive  them  and  make  our  samples  we  will  be  too  late  to  ^t  iiit« 
the  next  season^s  trade  with  merchandise  for  this  vear's  business. 

Senator  Smoot.  Did  I  understand  you  to  say  that  the  AmehcaL 
manufacturer  can  not  make  an  ordinary  black  with  a  brown,  or  ctJnn? 
that  you  use  upon  hats  that  will  penetrate  clear  through  your  ra« 
stock  ? 

Mr.  HoDSON.  Understand  that  we  use  black.  We  get  along  preii} 
well  with  that.  Of  course,  a  large  percentage  of  our  dves  are  Amer- 
ican-made dyes.  It  is  where  we  get  into  the  fancy  snades  that  ^r 
fall  down;  for  example,  take  the  lighter  brown  shades  and  pearl 
shades. 

Senator  Smoot.  That  is  what  I  wanted  to  bring  out,  because  I 
understand  that  the  American  manufacturer  can  manufacture  iu^^t 
as  good  a  black  and  just  as  fast  a  black  and  all  the  ordinary  coluiv 
as  fast  as  they  are  made  any  nlace  in  the  world. 

Mr.  HoDSON.  There  is  a  dinerence  in  making  stiff  hats.  We  use»i 
to  make  what  we  called  the  full  stiff  hat ;  that  is,  the  brim  was  2^tif- 
fened  to  such  an  extent  that  you  could  curl  it  anywhere  you  wi»heO. 
It  was  stiffened  with  shellac  with  a  hot  iron,  and  it  would  stay  anj- 
where  you  put  it  without  reinforcement  with  a  wire  around  the  edge. 
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^e  ^would  make  those  hats  in  almost  any  style.  The  hats  that  we 
really  require  for  the  genteel  are  more  what  we  call  full  stiff  hats. 
Those  liats  we  dye  witn  a  black  that  we  used  to  get  from  Badische 
Soda  Fabrik  house,  and  we  dyed  in  the  felt  previously  to  being 
Btiffened. 

We  never  found  a  dye  since  that  we  could  do  that  with.  We  had 
to  chanee  our  methods  of  manufacturing  stiff  hats  to  dye  them  after 
stiffened,  because  the  dyes  will  not  hold  and  give  you  the  colors,  nor 
will  they  stand  the  process,  but  seemed  to  turn  mostly  all  to  a  plum 
color,  and  we  woula  get  a  plum  shade,  which  we  can  not  overcome, 
because,  after  the  hat  is  stiffened,  we  use  the  electric  light  to  clea^r 
the  surface  again  of  the  shellac,  and  these  hats  that  we  made  pre- 
viously we  can  not  make  them  now. 

Senator  McLhan.  I  did  not  quite  get  at  the  fundamental  reason 
for  the  delays  in  your  foreign  order  for  dyes- 
Mr.  HoDSON.  why,  you  nave  to  go  through  certain  requirements 
that  delays  the  shipment. 

Senator  McLean.  Was  that  the  case  in  this  instance,  or  was  it  due 
to  transportation  difficulties  i 

Mr.  HoDSON.  It  was  the  case  in  any  instance.  I  do  not  see  how  it 
could  be  overcome,  because  it  would  be  impossible  for  us  to  go  into 
forei^  dyes — that  is  practically  impossible,  if  we  had  to  so  through 
this  rigamarole,  because  we  would  have  to  carry  six  montns'  supply 
of  colors. 

Senator  McLean.  What  I  wanted  to  get  at  was,  in  this  particular 
instance,  Was  it  due  to  the  delay  in  shipping  ? 

Mr.  HoDSON.  I  could  not  say.  I  can  not  tell  you  just  where  the 
delay  comes  in.  We  got  the  papers  out  and  ordered  the  stuff  by 
cable.  It  may  be  due  to  delayed  shipping;  that  is,  part  of  it  delay 
in  shipping. 

Senator  McLean.  Then,  wait  a  minute.     You  would  be  safer  in 
your  supply  if  all  dyes  were  made  in  this  country,  would  you  not, 
if  they  were  satisfactory  dyes  ? 
Mr.  Hodson.  Oh,  yes. 

Senator  Smoot.  Would  jou  prefer  to  buv  American  dyes? 
Mr,  Hodson.  Oh,  certainly.     We  buy  all  the  American  dyes  we 
can. 

Senator  McLean.  That  eliminates  that  delay  in  shipping  which 
has  always  been  bad. 

Mr.  Hodson.  Understand,  when  a  window  dresser  takes  a  few  hats 
out  of  stock  and  puts  them  into  a  window  to  show  what  he  has, 
the  first  thing  we  Know  we  get  a  box  of  hats  back.  These  hats  did 
not  hold  color,  and  one  side  of  the  hat  was  one  color  where  it  stood 
toward  the  sun,  a^d  the  other  side  would  be  another  color. 

Senator  Watson.  You  ought  to  turn  the  hat  around  and  make 
both  sides  the  samye  color.     [Laughter.] 
Mr.  Hodson.  That  causes  a  lot  of  trouble. 

Senator  McLean.  How  long  have  you  experienced  that  trouble — 
how  many  years  ? 
Mr.  Hodson.  I  can  not  say — ever  since  we  started.     Of  course, 

?^ou  go  back  you  will  have  trouble  again  before  we  used  these  colors 
rom  Germany.     But  we  have  had  hats  on  our  roof  for  two  months 
that  have  not  faded  a  particle. 
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Senator  McLean.  That  applies  to  a  portion  of  fancy  colored  hat^  ■ 

Mr.  Hodson:  Yes. 

Senator  McLean.  Just  a  small  percentage  of  your  product  ? 

Mr.  Hodson.  Just  a  small  percentage  of  our  business.  It  is  a  vita: 
part  of  our  business,  an  we  get  those  colors  when  we  need  th**m 
not  three  months  afterwards;  that  is  the  idea.  If  our  importer  hh  . 
those  colors  in  stock  we  cotdd  go  to  him  and  get  those  colors  and  d- 
our  business  and  continue  with  our  business.  But  if  we  had  to  war. 
this  long,  the  opportunity  has  disappeared,  the  stvle  has  changed  •■' 
has  gone  out.  Besides,  it  requires  us  to  carry  probably  10  times  ih* 
amount  in  money  of  dyestuffs  in  stock  that  we  would  hare  had  untl*  r 
the  other  conditions. 

Senator  Reed.  We  were  talking  a  moment  ago  about  the  deUy 
in  this  instance  you  have  cited  being  due  to  a  shipment.  Of  cours-^ 
delays  are  always  likely  to  occur  in  shipments,  and  I  understand  yi>»: 
to  say  that  before  you  nad  the  embargo  and  when  things  were  normi. 
there  were  supplies  kept  in  this  country  of  all  kinds  of  dyes,  and  you 
could  get  them,  therefore,  without  the  delay  in  transit.     That  is  tru**  * 

Mr.  Hodson.  That  is  true. 

Senator  Reed.  Now,  your  complaint  is  that,  while  you  want  to  m-^ 
American  dyes  and  use  them  where  you  can  get  equally  good  dye- 
there  are  some  dyes  that  can  not  be  made  here  in  a  way  that  is  satis- 
factory to  you.     That  is  complaint  No.  1  ? 

Mr.  Hodson.  Yes. 

Senator  Reed.  And  when  you  undertake  to  get  those  dyes  m 
from  other  countries,  Germany  or  any  other  country  where  they  ar» 
made,  the  dyes  are  not  on  hand  in  this  country,  and  you  must  ?•• 
to  a  board  and  file  an  application,  and  have  the  board  pass  upon  tn^ 
application,  and  after  dl  that  is  done  then  order  your  dyes,  and  b^ 
subjected  to  the  delay  of  getting  them.     That  is  the  situation  ? 

Mr.  Hodson.  Yes,  sir. 

Senator  La  Follette.  Have  you  had  any  of  your  applicatioa- 
to  the  board  denied  ? 

Mr.  Hodson.  Yes;  we  had  one,  I  believe,  for  blue  denied,  and  «f 
have  a  continual  trouble  with  that.  We  dye  our  hats  mostly,  w 
will  say,  in  lots  of  24  dozen,  one  color  at  a  time,  and  during  the  proc- 
esses after  the  dyeing  the  felt  washed  out  so  that  you  would  probably 
have  to  take  out  from  one  to  three  dozen  out  of  that  24  dozen,  and  v** 
either  had  to  dye  them  over  into  a  darker  color  or  else  sort  them  up 
into  shades  and  use  a  dozen  as  you  can.  The  dye  does  not  stand  tb" 
work. 

Senator  Watson.  What  percentage  of  your  dyes  are  made  m 
America  ? 

Mr.  Hodson.  I  should  judge  we  use  something  like  75  or  80  per 
cent  blacks,  and  anything  we  can  get  along  with  we  use.  But  then* 
are  a  lot  of  things — of  course,  in  our  business,  novelties  count  a  m^i 
deal,  and  we  have  tried  to  get  out  something  new  and  you  fellowf 
want  to  wear  and  look  a  little  nobbier  than  the  other  fellow,  and  we 
can  not  do  it  as  easily  as  if  we  were  not  restrained  in  getting  material. 

Senator  Watson.  In  other  words,  when  you  go  to  this  board 
you  are  subject  to  all  the  delays  that  you  are  subject  to  when  yon 
go  to  any  governmental  board  ? 

Mr.  Hodson.  Yes. 
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Senator  Watson.  That  is  a  license  system  ? 
Mr.  HoDsoN.  Yes. 

Senator  Watson.  Or  anything  run  by  the  Government  ? 
Mr.  HoDsoN.  Yes.  Besides  that  tneir  experience  is  not  our 
:perience.  A  commission  or  board  you  go  to  has  no  technical 
lo^wledge  of  your  business.  There  may  be  things  in  your  business 
lat  do  not  apply  to  any  other  business  at  all,  and  they  may  say  this 
re  dyes  a  brown  piece  of  yam  or  wool,  and  it  may  dye  it  all  right, 
;  there  is  nothing  to  penetrate.  There  is  no  trouble  to  dye  those 
dngs  with  dyes,  but  it  you  come  to  get  a  thick,  hard  felt,  and  you 
ive  got  to  get  the  dye  through  there,  you  will  have  to  have  the  dye 
lat  will  do  the  work. 

Senator  Watson.  Mr.  Chairman,  while  it  is  of  some  disadvantage 
>  all  these  witnesses  to  come  here,  yet  because  of  our  presence  being 
squired  in  the  Senate,  I  move  that  the  committee  rise  until  to- 
Lorrow  morning. 

The  Chairman.  The  committee  will  now  stand  adjourned  until 
>-morrow  at  10.30  o'clock  a.  m. 

(Thereupon,  at  12.15  o'clock  p.  m.,  the  committee  adjourned  to 
leet  to-morrow,  Thursday,  August  4,  1921   at  10.30  o'clock  a.  m.) 
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THUB8DAY,  AUOTTST  4,  1921. 

United  States  Senate, 
Committee'  on  Finance, 

Wdshington,  D.  V. 

The  committee  met,  pursuant  to  adjourmnent,  in  room  312, 
enate  Office  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boies  Penrose 
residing. 

Present:  Senators  Penrose  (chairman),  McCumber,  Smoot,  La 
i^oUette,  Dillingham,  McLean,  Curtis,  Watson,  Calder,  Simmons,  and 
Valsh. 

The  Chaibman.  The  committee  will  come  to  order. 

Senator  Curtis.  Mr.  Chairman 

The  Chaibman.  Senator  Curtis. 

Senator  Curtis.  I  would  like  to  ask  the  chairman  to  close  the- 
learings  today  at  12  o'clock  because  we  have  an  important  bill  tO' 
rote  upon,  and  I  hope,  in  view  of  that  fact,  that  all  witnesses  who 
testify  will  be  as  brief  as  possible,  because  we  must  have  every  Sena- 
tor ttere  this  afternoon. 

The  Chairman.  It  is  understood  that  under  a  unanimous-con- 
sent agreement  the  Senate  is  proceeding  to  consider,  in  limited 
speeches,  and  to  vote,  if  possible,  to-day  upon  a  bill,  and  therefore  the 
committee  will  be  compelled  to  adjourn  at  12  o'clock  in  order  to 
permit  the  members  to  oe  on  the  floor  and  vote  on  the  frequent  roll 
calls  which  will  prevail  during  the  afternoon.  In  view  of  that  fact, 
it  is  desirable  for  the  witnesses,  who  are  numerous,  to  make  their 
statements  as  brief  as  possible,  particularly  in  view  of  the  fact  that 
a  subcommittee  of  this  coinmittee  has  already  held  voluminous 
hearings  within  a  comparatively  recent  period,  and  also  similar 
hearings  have  been  held  by  the  Ways  and  Means  Committee  of  the- 
House  of  Representatives.  The  matter  has  been  quite  fully  argued 
and  debated  in  the  Senate. 

The  committee  will,  at  the  special  request  of  Admiral  Smith,  if  he- 
is  present,  proceed  to  hear  him. 

STATEMENT    OF   ADMIRAL    W.    STBOTHER    SMITH,    VVITED) 

STATES  BTAVY. 

Admiral  Smith.  The  Secretary  of  the  Navy  has  addressed  to  you' 
a  letter  on  the  subject,  sir. 

The  Chairman.  Yes,  sir;  I  have  it.- 

Admiral  Smith.  The  only  point  that  the  Navy  wishes  to  bring  up- 
IS  in  regard  to  the  preparation  for  war  in  having  dye  industries  inj 
this  country  that  can  supply  war  materials. 
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The  question  resolves  itself  into  either  making  a  Govenunfn: 
laboratory  or  encouraging  private  industries.  A  Govemment  lalKir.** 
tory  with  a  highly  trained  personnel  would  be  a  very  expensive  pr- 
position,  especially  in  the  evolution  of  gas  warfare  so  absolut*!; 
essential. 

Before  the  war  we  were  absolutely  at  the  mercy  of  foreign  countrif^ 
almost  for  everything,  and  unless  we  can  keep  ready  at  hand  *i- 
means  of  quick  preparation  we  will  be  at  the  mercy  of  any  otii*' 
foreign  country  which  is  better  prepared. 

Senator  Smoot.  Admiral,  do  vou  think  a  Govemment  laborat<*r 
ivould  be  as  expensive  as  it  woula  be  to  have  an  absolute  embai^  t^n : 
-allow  any  price  to  be  paid  for  all  of  the  dyes  wanted  in  the  Unit*^. 
States  ? 

Admiral  Smith.  I  think  it  would,  sir,  because  we  would  have  to  k«f 
a  Govemment  laboratory  for  a  great  many  years,  but  an  embargo  cti 
he  limited  to  a  few  years. 

Senator  Smoot.  I  can  not  see  any  argument  in  that.     If  the  en. 
bargo  is  for  a  few  years,  your  laboratory  could  cease  when  the  etL- 
bargo  ceasedi 

Admu-al  Smith.  But  you  would  have  to  spend  a  great  deal  of  moc'-, 
in  building  a  laboratory  and  getting  it  started. 

Senator  Smoot.  But  the  American  people  would  have  to  pay  a  gre*' 
deal  of  money  the  other  way. 

Admiral  Smith.  The  main  point  that  I  have  in  mind  is  only  havmj 
something  at  ready  command.  That  is  all  I  am  interested  m.  TL- 
means  of  doing  it  1  leave  to  others. 

The  Chairman.  What  are  the  principal  articles  that  the  Naw 
Department  is  dependent  upon  in  this  connection  ? 

Admiral  Smith.  The  principal  articles  are  gas,  tar  producu  k- 
derivatives  which  are  used  in  manufacturing  explosives,  and  aU 
the  derivatives  used  in  making  toxic  gases. 

Senator  Smoot.  How  did  you  get  along  at  the  beginning  of  tL' 
war  ?    Upon  whom  did  you  depend  then  ? 

Admiral  Smith.  We  had  not  gas  warfare  developed  then. 

Senator  Smoot,  Upon  whom  are  you  depending  now  ? 

Admiral  Smith,  We  are  depending  now  upon  the  Army. 

Senator  Smoot.  The  Army  is  doing  it  to-aay  ? 

Admiral  Smith.  The  Army  is  doing  it  to-day  in  a  way. 

Senator  Smoot.  You  want  the  Army  to  cease  now  ? 

Admiral  Smith.  Oh,  no,  sir.  Gen.  Fries  will  tell  you  all  iKs' 
He  is  thoroughly  familiar  with  that  end  of  the  game. 

The  Chaibman.  If  the  Army  gets  along  without  this  embai^- 
why  can  not  you  get  along  without  it  ? 

Admiral  Smith.  We  can.  If  the  Army  can  get  along  without  »• 
can  do  it,  sir. 

Senator  Smoot.  What  has  the  embargo  done  to  assist  the  Ami} 
in  any  way  in  this  chemical  warfare  development  ? 

Admiral  Smith.  Nothing  that  I  know  of,  so  far. 

Senator  Smoot.  Then,  why  does  not  the  Army  proceed  jusi  »• 
they  have  in  the  past  'i 

Admiral  Smith.  I  do  not  think  the  Army  can  keep  up  and  manofAi  • 
ture  enough  or  keep  a  sufHcient  staff  to  supply  war  materials  wb<: 
a  war  coraes. 
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Senator  McCumbbb.  About  all  the  Army  can  do  ia  sknply  to  make 
xj^eriments  ? 

Admiral  Smith.  That  is  all,  sir. 

Senator  McCumber.  It  can  not  produce  on  any  great  scale,  and 
'ou  wouJd  need  other  factories  if  they  were  suddenly  called  upon  to 
produce  upon  a  large  scale  ? 

Admiral  Smith.  If  we  were  suddenly  called  upon  to  produce 
ipon  a  lai^  scale  the  Army  could  not  touch  it. 

Senator  Dillingham.  And  that  is  the  thought  that  you  wish  to 
mpress  upon  the  committee,  is  it  f 

Admiral  Smith.  Yes,  sir;  that  we  absolutely  need  these  materials 
n  time  of  war  and  some  method  to  produce  them. 

Senator  Smoot.  And  if  we  have  a  war  50  years  from  now  you 
think  we  ought  to  have  an  embargo  for  50  years  ? 

Admiral  Smith.  Oh,  no,  sir;  just  long  enough  to  encourage  the 
industries  to  build  up. 

Senator  Smoot.  Tnat  will  be  50  years. 

Admiral  Smith.  That  is  a  subject  that  I  am  not  familiar  with,  sir. 

Senator  Cubtis.  Senator,  they  have  never  asked  over  five  years. 

Senator  Smoot.  No,  but  they  asked  first  for  a  certain  length  of 
time,  and  they  will  ask  in  this  bill  for  a  certain  length  of  time. 

Senator  Watson.  If  they  could  develop  in  the  next  five  years  as 
much  as  they  have  in  .the  last  three,  they  would  soon  have  this 
business  on  a  sound  basis  ? 

Admiral  Smith.  Yes,  sir. 

The  Chaibmak.  Is  that  all.  Admiral  ? 

Admiral  Smith.  That  is  all. 

The  CHAmMAN.  Dr.  Edgar  F.  Smith,  of  the  University  of  Pennsyl- 
cania,  desires  to  be  heard,  the  Chair  is  informed. 

Dr.  Smith  does  not  respond. 

The  next  gentleman  is  Gen.  Fries. 

STATEHEHT  OF  BRIG.  GES.  AMOS  A.  FRIES,  CHIEF  OF  THE 
CHEMICAL  WARFARE  SERVICE,  UNITED  STATES  ARMT, 
WASHIHGTOH,  D.  C. 

Gen.  Fries.  Mr.  Chairman  and  other  members  of  the  Senate 
Finance  Committee,  I  have  here  a  chart  that  was  drawn  up  about  a 
year  ago 

Senator  Watson.  Give  your  name,  please,  and  your  experience  in 
this  matter. 

Gen.  Fbies.  Amos  A.  Fries,  brigadier  general,  chief  of  the  Chemical 
Warfare  Service. 

Senator  Watson.  When  did  you  become  chief  of  the  Chemical 
Warfare  Service  ? 

Gen.  Fbies.  I  became  chief  of  the  Chemical  Warfare  Service  in 
France  on  or  about  August  17,  1917,  and  continued  as  chief  of  the 
service  in  France  throu^out  the  war. 

Senator  Watson.  Cmef  of  the  Chemical  Service  in  France  through- 
out the  entire  war  ? 

Gen.  Fries.  Yes,  sir;  returning  to  the  United  States  just  before 
Christmas  in  1918. 

Senator  Watson.  What  have  you  been  doing  since  ? 
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Gen.  Fries.  I  have  been  on  duty  with  the  Chemical  Warfare  S«-r 
ice;  partly  in  Washington  and  partly  in  command  of  EIdgew.«> 
Araenal,  and,  since  March  1,  1920,  Chief  of  the  Chemical  Warf»F 
Service  of  the  United  States  Army. 

Senator  Watson.  When  was  the  Chemical  Warfare  Service  euLi 
lished  in  connection  with  the  Army  ? 

Gen.  Fbies.  It  was  established  in  France  definitely  on  Septem*-^ 
3,  1917.     I  was  put  in  charge  a  couple  of  weeks  before  that. 

Senator  Watson.  And  before  that  there  had  been  no  such  ih*u 
in  connection  with  the  American  Army,  had  there  ? 

Gen.  Fries.  There  had  not. 

As  I  started  to  say  before,  I  have  a  chart  here  which  was  dr 
up  a  year  ago  to  show  the  relations  between  war  gas  and  dye*.  *\ 
plosives,  and  pharmaceuticals  or  medicines.     It  was  drawn  up  f 
an  exhibit  in  New  York  City  but  serves  admirably  the  purpo>' 
illustrating  why  the  War  Department  is  interested  in  the  coaJ-'-: 
industry. 

As  you  know,'  from  coking  coal  or  making  illuminating  g;as  you  .•• 
coal  tar,  and  you  distill  that  and  get  these  crudes  of  which  we  i:.- 
only  five  here,  there  being  five  others. 

Senator  Dillingham.  General,  I  suggest  that  your  chart  will  n 
appear  in  the  record. 

Senator  Watson.  Name  them,  please.       . 

Gen.  Fries.  Benzine,  toluene,  xylene,  pnenol,  naphthalen<'.  -y  . 
five  others.     These  are  put  on  here  because  they  show  cleariv  w 
are  essential,  and  the  others  were  omitted  because  they  woufd  !ia'- 
complicated  the  chart. 

All  of  our  war  high  explosives,  most  of  our  war  gases,  many  of  •■- 
most  important  medicines,  and  our  photograpliic  chemicals,  all 
which  are  essential  in  war,  come  either  directly  from  these  coal-*. ' 
crudes  or  in  combination  with  other  chemicals.     For  instance,  tn'  • 
trotoluol,  which  is  the  only  explosive  now  used  in  war  by  any  naii' ' 
so  far  as  they  have  a  sufficient  quantity  of  it.     Before  that  is  wa*  - 
picric  acid,  or  some  compound  of  it,  which  comes  from  phenol    • 
nitrating. 

We  have  shown  here  how  these  crudes  are  made  into  dyes.    T  • 
uene  is  made  into  dyes  and  made  into  high  explosives,  and  the  pi' ' 
acid  in  the  same  way  and  into  medicines  also.     We  have  shown  »»'i  '• 
one  group  here,  acetanilid;  but  there  are  a  number  of  groups  coirn'-: 
from  benzine  and  aniline  dyes  also  from  carbolic  acid. 

We  make  chloro-picrin  directly  from  the  bleach,  itself  made  fn»r. 
chlorine,  and  from  the  picric  acid,  and  it  is  one  of  the  most  imp*)rtA' 
war  gases  that  we  have. 

Phosgene  is  another  one  of  our  most  important  war  gases.    T: 
Germans  learned  how  to  make  it  and  use  it.     They  knew  ht»w  ' 
make  it,  because  they  used  it  directly  in  making  dyes,  and  it  i-  * 
used  in  this  country  now.     We  have  sold  a  good  deal  of  our  sarp»  * 
phosgene  to  dye  makers. 

In  that  connection,  the  first  phosgene  that  was  made  her^  «••* 
made  in  a  chemical  plant  at  Niagara  Falls.  They  had  about  the  ^*^} 
information,  outside  of  Frank  Hemmingway,  who  was  engaginl  ' 
chemical  production  in  Xew  Jersey. 

Senator  Smoot.  To  whom  do  you  refer  when  you  say  '*  we"  ! 

Gen.  Fries.  The  Chemical  Warfare  Service. 
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Senator  Smoot.  The  Chemical  Warfare  Service  got  up  this  diagram  ? 
Gen.  Fries.  Yes,  sir. 

Senator  Smoot.  From  what  Germany  was  already  doing  ? 
Gen.  Fries.  Well,  from  what  Germany  was  doing  and  also  what 
we  had  done,  and  to  show,  also,  what  we  were  going  to  have  to  do 
in  the  future  if  we  keep  prepared  on  this  question. 

From  the  phosgene  dyes  were  made,  such  as  yellows,  violets,  blues, 
and  in  that  wav,  while  it  was  not  a  coal  tar  product,  it  entered  right 
into  the  manufacture  of  dyes. 

We  are  interested  in  the  medicine  side  of  this  question  tremen- 
dously, and  in  photographic  chemicals  as  well  as  the  dyes;  but  the 
dyes  are  the  most  important  in  a  commercial  way.  Hence,  if  that  is 
kept  up  the  others  rather  follow.  In  fact,  the  development  of  the 
medicinal  parts  of  these  coal-tar  products  followed  the  development 
of  dyes,  even  in  Germany.  Before  the  war,  according  to  the  TariflF 
Commission's  report  of  1915,  there  were  only  seven  concerns  engaged 
in  making  dyes  m  this  country.  In  the  1920  ceport,  after  six  years 
of  total  embargo,  there  are  shown  82. 

Senator  Curtis.  Right  there:  The  seven  to  which  you  refer  were 
making  a  very  limited  number  of  dyes  ? 

Gen.  Fries.  A  very  limited  number;  and  they  were  using* a  great 
deal  of  intermediates,  which  are  the  next  step  after  the  crudes,  and 
even  crudes  imported  from  Germany.  We  had  a  very  small  coal-tar 
industrjr,  although  we  had  millions  of  pounds  going  to  waste  in  the 
old-fasnioned  coke  ovens. 

When  the  war  came  on  the  United  States  could  not  get  enough 
high  explosive^  from  toluene.     It  could  not  manufacture  any  war 
gases,  scarcely,  until  it  began  to  build  its  own  plants.     The  Chemical 
Warfare  Service  started  m  with  the  hope  oi  getting  the  chemical 
plants  to  make  those  was  gases.     Their  plants  were  not  large  enough. 
They  were  alreadv  overburdened  with  war  orders,  and  notwithstand- 
ing that  they  hadf  been  increasing  some  of  their  facilities  for  the  two 
years  that  tney  had  been  working  for  the  Allies  on  some  of  those 
things,  the  Government  had  to  build  tremendous  factories  throughout 
the  country.     Even  then,  as  I  said  before,  some  of  our  very  first 
phosgene  was  made  in  the  chemical  works  al  Niagara  Falls  and 
another  at  Boundbrook,  N.  J.,  the  Frank  Hemmingway  Co.     The 
chloropiorin  was  manufactured  in  a  concern  at  Stamford,  Conn., 
while  the  Dow  Chemical  Works  made  some  of  our  first  mustard  gas, 
but  even  in  those  cases  the  Government  had  to  help  build  additional 
plants  in  those  places.     Those  plants  not  being  able  to  meet  the 
needs,  the  Government  started  in  and  built  some  other  plants, 
notably  one  at  Edgewood  Arsenal,  which  we  now  have  in  condition 
for  use,  at  a  cost  of  $35,000,000,  and  several  others  consting  many 
many  miUions  more.    At  the  same  time  the  Ordnance  Department 
built  tremendous  plants. 
Senator  Watson.  Where  is  that  $35,000,000  plant? 
Gen.  Fries.  Twenty  miles  beyond  Baltimore,  on  the  Pennsylvania 
Railroad. 
Senator  Watson.  Is  it  still  operating  ? 

Gen.  Fries.  We  are  operating  the  research  part  of  it,  which  is 
the  only  thing  we  can  operate. 

Senator  Smoot.  You  can  not  dispose  of  your  products,  and  the 
Government  does  not  want  them  to-day  ? 
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Gen.  Fries.  We  could  make  a  lot  of  products  which  we 
dispose  of,  but  it  is  not  the  Government  s  intention  to  engage  i 
business.     We  could  make  chlorine  and  bleach  and  even  pnc 
for  sale. 

Senator  Calder.  Is  it  the  War  Department's  desire  to  mainl 
and  retain  that  plant  ? 

Gen.  Fries,  it  is,  until  such  time  as  we  have  so  completely  d( 
oped  the  coal-tar  industry  that  we  can  aiford  to  abandon  it.    As 
matter  of  fact,  to-day  we  would  have  to  depend  on  that  plant  fw 
large  part  of  our  war  gases,  because  we  have  not  the  plants  tl 
out  the  country  and  the  trained  personnel  to  do  it.     Even  now, 
we  started  those  plants,  we  would  have  to  call  on  the  coal-tar  indi 
and  other  chemical  industries  for  probably  three  or  four  or 
himdred  chemists  and  chemical  workers  and  chemical  operators 
put  that  plant  into  operation. 

Senator  Watson.  How  many  expert  chemists  have  you  now 
connection  with  the  Chemical  Warfare  Service  ? 

Gen.  Fries.  We  have   about  150   or  160,  but   they  are 
entirely  on  research  and  development.     We  are  doing  those  tl 
which  we  can  not  get  any  college  or  research  institutions  to 
There  are  certain  researches  and  developments  in  connection 
poisonous  gases  that  the  college  and  other  institutions  do  not 
to  take  up. 

Senator  Smoot.  Do  I  understand  that  the  Government  made 
researches  and  provided  the  data  so  that  the  necessary  war  mat 
could  be  manufactured  in  this  country  ? 

Gen.  Fries.  A  considerable  part  of  them.     We  sent  a  good 
of  it  over  from  France.     We  have  very  Uttle  information  here, 
of  the  most  important  duties  I  had,  as  Chief  of  the  Chemical  Wi 
Service  in  France,  in  the  early  days  was  to  get  this  information 
transmit  it  over  by  officers  and  men,  which  we  did  in  many  casei 
by  letter,  to  the  United  States.     They  got  much  additional  inf( 
tion  on  phosgene  in  addition  to  that  which  they  got  in  the  Oldbi 
Chemical  Works  and  the  Frank  Hemin^ay  Chenucal  Works. 

Senator  Smoot:    Did   the  information   come  here   through 
Government  ? 

Gen.  Fries.  Not  all  of  it.   .  Part  of  our  information  on  the 
facture  of  chloropicrin   came  from  private  parties;   and  as  to 
phosgene  part  of  it,  the  very  first  that  we  got  came  from  the  Oldbi 
Chemical  Works  at  Niagara  Falls.     Mr.  Lidbury,  in  particular,  tc 
an  interest  in  it,  and  also  Frank  Heming^vay,  at  Bound  Brook,  N.ij 
The  Government  added  to  it  just  as  soon  as  we  could  get  the  infc 
tion,  because  it  was  not  in  existence  in  this  country  in  suffidi 
amount  to  do  this  work. 

We  were  also  short,  in  France,  of  personnel.     We  could  not  gi] 
trained  chemists  enougli  for  iield  use.     We  have  a  great  deal  of 
for  chemists  right  out  in  the  field. 

One  instance  illustrates  that  clearly.  In  the  fight  in  which  ^^ 
marines  were  engaged  at  Belleau  Woods,  a  report  came  back  tocorp] 
headquarters  that  the  Germans  were  using  a  new  eas  and  they  fid! 
not  know  just  what  to  do.  One  of  the  ablest  men  1  had,  a  cheou8t|| 
was  sent  there  and  rushed  into  the  thickest  of  the  fight,  clear  thiouf^ 
the  area,  and  was  able  to  report  to  them  that  it  was  no  new  gas; 
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At  it  vFas  the  same  gas  they  had  been  using  and  that  our  gas  masks 
&re  a  protection  against  it. 

That  information  was  of  very  great  importance  to  that  conmiand 
id  the  ^wliole  division  operating  around  there.  We  will  need  more 
len  of  that  kind  in  a  future  war.  We  could  not  get  enoiigh  of  them 
I  France. 
Senator  Watson.  How  many  poisonous  gases  did  you  send  abroad 
uring  the  war  that  were  macfe  m  America  ? 

Gen.  Fbies.  We  sent  out  four  or  five.  Of  course,  chlorine  was 
ent  ahroad.  It  was  used  as  a  poisonous  gas  in  cloud  gas,  but  now  it 
}  not  really  considered  a  poisonous  gas,  being  much  less  poisondus 
han  many  others.  We  sent  abroad  some  mustard  gas,  a  great  deal 
>f  chloropicnn  and  a  great  deal  of  phosgene. 

Senator  Watson.  Had  any  of  those  been  made  in  the  United 
states  before  the  war? 

Gen.  Fries.  Not  at  all.  There  was  a  little  experimental  work  in 
the  laboratories  with  phosgene. 

Senator  La  Follette.  To  what  extent  had  it  been  made  outside 
of  this  country  before  the  war  ? 

Gen.  Fbxbs.  Phosgene  had  been  made  to  a  considerable  extent  in 
Germany. 

Senator  La  Follette.  How  about  the  others  that  you  named  ? 
Gen.  Fries.  I  do  not  think  chloropicrin  had  been  made  to  any 
extent  at  all.    Mustard  gas  had  not. 

It  is  interesting  in  connection  with  the  dye  question  to  note  that 
the  Germans  used  one  of  the  ingredients  that  they  finally  made 
mustard  gas  from  in  photographic  cnemical  work,  allied  with  tne  coal- 
tar  products,  and  were  able  to  make  mustard  gas  rather  quickly, 
after  they  decided  to  make  it,  by  a  method  which  had  been  known 
since  1886.     We  could  not  make  it  by  that  method,  and  never  did, 
because  we  had  not  developed  that  part  of  our  photographic  or  coal- 
tar  industry.    So  we  had  to  introduce  an  entirely  new  method  de- 
veloped chemically  by  Prof.  William  A.Pope,  of  England,  and  by  the 
Usine  du  Rhome,  a  dye  plant  in  France,  where  it  was  first  worked 
up.     It  was  later  periected  by  Levinstein,  a  dye  manufacturer  of 
England.    The  process  that  we  are  now  using  is  practically  the 
latter's. 

The  result  was  that  through  our  not  having  that  information,  which 
the  Germans  had  in  making  these  products  for  dyes  and  photographic 
chemicals,  it  was  eleven  and  a  half  months  after  the  Germans  began 
using  mustard  gas  before  we  could  fire  any  back  at  them.  It  is 
probable  that  had  we  had  this  industry  developed  we  would  have 
saved  several  months  and  a  good  many  lives. 

Senator  Smoot.  Germany  is  not  making  any  of  those  gases  at  the 
present  time,  is  she  ? 

Gen.  Fries.  Presumably  not;  unless  perhaps  she  is  making  phos- 
gene for  dyes. 
Senator  Smoot.  That  would  be  the  only  thing. 
Gen.  Fries.  And  also  chloro-picpin  is  used  to  some  extent  directly 
in  making  dyes,  and  she  can  make  some  of  that. 

Senator  Smoot.  But  there  is  very  little  demand  for  it  in  the  world 
to-day,  is  there  not  ? 
Gen.  Fries.  Comparatively  little. 
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S^haiot  Smoot.  Of  course,  you  will  not  make  any  until  there 
demand  * 

GiMi.  Fuss.  Xo.  sir.     But  eveiy  one  of  these  plants  that  are  maij| 
dri?^  or  m^lirines  or  photographic  chemicals  or  perfumes  or  an) 
tfi<%>!e  other  products  tnat  come  from  coal  tar  can  be  turned,  in  a 
wvek^^  into  explosive  plants.     If  we  have  not  those  plants,  then 
have  s>>i  to  budd  huge  plants  such  as  we  built  during  the  war: 
HI  :he  next  war  we  wnl  not  have  time  for  it. 

Senator  Watsdx.  Crermany,  before  the  war,  had  made  explosi^i 

lien.  Frii:s.  Extensively. 

Senator  Wat^jox,  And  they  were  all  a  product  of  the  dye  insdui: 

iien.  Fmks,  Yes,  sir. 

Senati>r  Smoot.  They  made  the  same  explosives  that  we  maii« 
this  ivuniry.  did  they  not  ? 

iiew.  FiUES.  We  made  more  dvnamite  from  nitroglycerine  ii.< 
atiy  thux^  else,  and  we  made  very  little  trinitrotoluol  because  we  \ 
xxSt  the  by-prxnluct  to  make  it  from.     We  went  so  far  during  'I 
^ar.  in  orxler  to  get  this  toluene,  as  to  rob  the  illuminating  ga>e- 
No>^  Yv^rk  l^tv.  to  a  very  great  extent,  to  get  enough  toluene  to  dij- 
the  trtttvtr\ni4uc4«     Before  that  most  of  the  countries  were  m*' 
pioriv*  *oid  v>r  some  picric  acid  compound.     For  instance,  that 
ovoKviive  vlunnite  of  the  United  States,  the  lyddite  of  England.  *U 
uw.*u\uo  o(  France,  and  the  shimose  of  the  Japanese. 

Wv^  arv^  mioresletl  because  we  beheve  that  without  a  compl* 
\k^\  oloinuoi\t  of  the  coal-tar  industry  we  can  not  be  nationally  p 
iviiwl  Jtt  case  we  have  to  be.  and  we  will  not  have  time  in  the  ^ui-^' 
u»  IniUJ  <reat  plants  such  as  the  one  at  Edgewood,  Even  if  we  kf»: 
viix^i  up  v^e  are  ^nn^  to  have  to  depend  upon  these  industries  f«r  •■ 
i\(«uu\i  tvr^vHuWl  to  operate  with.  We  could  operate  now  in  ?* 
hs^u>  •  >\o  v\*ulvi  i^^i  the  traineil  men,  but  we  have  got  to  draw  tL«  -- 
i\\'»»k  v..v\x\*  v^i'xor  svHirces. 

Wy'  -.Vx^xe  tVU  that  the  embargo  was  a  success  during  the  war.  i 
bii'v'  '\>^  up  uus  uuiiistry  from,  say,  7  plants  to  82,  and  that  if  it  i  t 
vU^iK^  's  >4;  viuttni:  i.\i#  time,  the  embargo,  continued  for  some  tux:- 
Wv'i  vi  i^\ct*.'vUiill>  develop  oiur  industry  to  the  point  where  we  Wi»u-. 
>v  .,»4v  .»^;  in^v,:vHUY  all  the  dyes  that  Germany  is  making  and  »• 
^vyv.  V'  V*.  -^  aU  of  the  ci>al-tar  products.  In  other  words,  bef^r* 
V  K  \  V  V-      .i;  V  'o\  IvA^e  5?^.^  to  change  over  many  beehive  coke  over.* 

u'   '.vv>v      «    ^      ^^^^^^  tt^^'  ^"^^^^  tar. 

X  » »    ^  >\.v\^v.  VieneraL  if  the  industry  can  be  protected  by  a  rati 

„  \*\  o  uv^  iove  for  the  embai^o,  have  you  i 
v.v  »    >\  ^N.  \o;  .HI  alL 

xvi^s^  \     VVi  >  ou  want,  you  say,  is  that  the  coal-tar  prinluc;- 

uo.-viw^  and  the  necessities  in  the  United  States^  n:- 

^^  \\  v'  :;oi  '*\io  another  war  have  sufficient  protection  tt»  t-r  ■ 

.  .v^  Iv  made  that  the  Government  woidd  require ' 

\  v^^.  >ir.     But  looking  at  it  from  the  result  before  ii « 

XX       XX  .X .»  wo  vui  a  duty  on  dyes  and  when  we  had  made  pracUcah; 

vi  .^.^*v  Ms:  at  the  progress  we  made  under  the  six  \< 
.i'\^o  due  to  the  war,  which  was  a  total  embaif^o. 


I  V »       '       XX      ■     V      I      s.*  \ 


•  \      «  \ 


X  *  .1 


^^ ,     ,     , ,  n     o  iM»  I  v>x  wisilom,  to  me,  to  continue  that  embargo  lor^ 
,  X  V  .V  >*  .  .0  o; her  40  per  cent  of  these  coal-tar  producU  mn< 
.  »     .    .  .    »  v»  v*i  i' V  d\os  that  are  not  made^'        •  coimtry* 
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Senator  Smoot.  You  know  that  the  rate  of  duty  was  rather  low 
)n  dyes;  that  is,  the  rate  was  put  upon  the  dyes  m  the  Underwood 
>ill  according  to  the  request  made  by  the  dye  manufacturers  of  the 
Jnited  States.  At  that  time  they  had  no  idea  or  thought  of  making 
explosives  for  the  Government  of  the  United  States.  That  came 
Lhout  on  account  of  the  war.  But  there  is  no  question  in  my  mind — 
:here  may  be  in  the  mind  of  others — that  90  per  cent  of  all  of  these 
ian  be  protected  by  a  rate  of  duty;  and  I  am  perfectly  willing  to 
s^ive  them  a  rate  of  duty,  but  am  opposed  to  any  embargo. 

Gen.  Fries.  So  far  as  I  have  been  able  to  investigate  it  and  talk 
with  those  I  thought  well  informed,  I  do  not  see  how  a  duty,  unless 
it  were  a  himdred  per  cent  of  the  American  cost,  would  keep  them  out. 
Senator  Smoot.  I  would  rather  do  that  than  have  an  embargo. 
Gen.  Fries.  I  have  been  told,  and  I  think  I  am  not  violating  any 
confidence,  by  Mr.  Secretary  Hoover  within  the  last  10  days  that 
tho  Germans  nad  enough  dyes  to  flood  this  country  in  a  few  weeks, 
so  that  the  industry  could  not  recover  in  a  couple  of  years. 

Senator  Smoot.  I  have  here  a  statement  of  the  amount  of  dyes 
which  have  been  made  in  Germany  and  the  amount  that  they  have 
on  hand.  Whether  it  is  correct  or  not  I  can  not  say,  but  I  am 
going  to  find  out. 

Gen.  Fries.  We  know  this,  Senator,  that  the  plants  manufactur- 
ing coal-tar  products  and  dyes  and  medicines  and  tlie  like,  'can  be 
readily  turned  into  high-explosive  war  gas  plants.  Just  as  the  Ger- 
mans made  groat  extensions  to  their  plants  in  the  war,  just  so  thov  can 
be  turned  back  into  dye-making.  We  have  pretty  good  evidence 
that  many  of  the  German  dye  plants  have  been  busy  because  that  is 
the  only  use  to  which  they  can  bo  put.    They  would  not  use  them  for 

high  explsives  now 

^>enator  Curtis.  Right  there,  before  you  pass  on,  did  not  the 
evidence  show  that  before  the  war  Germany  was  producing  over 
00  per  cent  of  the  dyes  of  tho  world  ? 

Gen.  Fries.  Yes,  sir;  very  close  to  that.  And  it  was  just  for  that 
reason,  in  my  opinion,  that  she  was  enabled  to  produce  the  powders 
and  high  explosives  and  the  war  gases  and  her  m(»dicinos — which 
are  tremendously  important  in  war — on  a  quantity  basis  which 
enabled  her  to  fight  that  war  against  the  world  for  four  and  one-half 
years.  I  do  not  think  there  was  any  other  way  she  could  have  done 
It  at  all. 

Another  thing  that  appeals  to  me  in  regard  to  the  embargo  was 
that  we  are  expecting  to  have  a  disarmament  conference  in  this 
country  in  the  next  few  months.  The  nations  that  will  interest  us 
most  in  this  conference  have  already  put  embargoes  on  the  impor- 
tation of  dyes.  Those  nations  are  England,  France,  Italy,  and 
Japan;  and,  looking  at  it  from  a  preparedness  standpoint,  it  looks  to 
me  as  if  that  would  be  the  safest  thing  for  us  to  try;  and  since  I 
appeared  before  this  committee  about  two  voars  ago  1  have  received 
a  report  from  the  British  mission  appointed  right  after  the  armistice 
to  investigate  the  chemical  plants  m  the  occupiod  tomtor>'.  There 
are  some  parts  of  this  that  have  such  an  important  bearing  on  this 
question,  and  apparently  such'  an  important  bearing  on  the  con- 
sideration of  the  question  by  England,  that  I  am  going  to  take  about 
five  minutes  to  read  a  part  of  it.    The  first  statement  I  will  read  is: 
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^-rm   :•»   w*T  I.  rfnn'rination  was  formed  by  the  Bayer,  Badi>  L   . 
■r -    £T    «nmpv^;  later  a  second  group  was  formed  which  in* ' . 

•  -^.iic     jfcHrt_i»  3JBtd  Kdle.    Durinff  the  war,  these  two  cr  . 
JL.     :i    'T'-.'-nnia  E-^itroo,  Weiler  ter  Meer,  Leonluardt,  and  •  •■-• 

.     j:-  rm^    a**-  :»:c::^iation,  which  is  known  as  the  I.  G.    It  ^. 
-  -^       Tu*  r-d'ination  that  Germany  was  enabled  to  o-.L'r. 
'      rAr**      Tbr*I-  G.  works  produced  the  bulk  of  the  «»»Tith' 
—       •,    r— :»^*  >:r  :he  production  of  fertilizers  and  explo«i>***-  . 
:    -:•>  «r:«^i  xfir  oi  <oiiie  chlorine  and  phosgene),  and  a  lare*" :' 

»  M-.-T^  "rfTOlosives"  that  committee  states:  (K»»« 

,  ■  •«-  •    la*^  been  made  prior  to  the  outbreak  of  war  t4»  u 
"-  :  f  actories  for  war  purposes,  and  on  mobilizmtion  *'' 
u^.^ziTT  service.    After  the  battle  of  theMame  the  <f  .- 
'-    -         L  ' .  raji'iing  the  output  of  explosives  and  most  of  the  *  I' 
_  ^lu     quantities  by  the  end  of  1914.    The  demand  :  - 

•  '_   •»   \  ■'wt  it  was  not  until  1916  that  plans  were  laid  ^i*  r 
.-    -"^Hnt-  ion  of  explosives  required  by  the  Hindenbun: 

^  *  V  '-urLciL?  of  the  synthetic  ammonia  and  of  the  nitric  am;  - 
^.     r'  in   OLs  time,  many  chemists  being  released  from  the  ^ 
I  H»i:ii*  of  the  works  being  augmented.    A  standard  : 
-  -i   :  '^  was  converted  for  the  production  of  explo««ivo-  r 
^-.'.iai-v.  at  Leverkusen  a  T.  N.  T.  plant  producing  '2-*' 
cvc:x:i'>yii  in  6  weeks. 

,     T!    sTitement  that  these  plants  are  of  help  in  tur  - 
-^  -^  rn»c:oine  plants. 
>s  i.<o  made  [reading] : 

.  • .  *'  *'  ?4:»*ci^  were  the  main  requirements,  but  afterwaida  a  vmr.- 
.   5.  *»  r>»  *cut^ loved,  all  of  which  were  made  by  the  factories  ♦•:  • 
I    >     >c  'Jie^  substances  were  hew  and  difficult  to  prepare.  *' 
.-^  ..  •  7••«^l*>le  owing  to  the  speed  with  which  the  peace  oretr .-. 
..  fv  •  u.  i  l»^  utilized  for  this  purpose. 

4*r».i  riirht  here  that  more  important  really  ri.^r. 
••v'vi  personnel.     [Reading:] 

%*ir.-d  to  introduce  a  new  gas,  a  conference  of  the  ^j" 

o  :-ec«Hrmine  how  the  manufacture  should  be  mibdi^  ' 

•%.*:>  ;o  the  best  advantage.     For  instance,  the  initial  Vuu  - 

kri  ^las  were  carried  out  at  Ludwigshafen  and  th*- 


■N  ^ 


x;.-\    IV^  vou  know  many  chemists  of  long  year- 
:.a:  betore  the  war  ? 

,.    n.^t  know.     But  in  the  reports  of  the  Ta'  ' 
-,aIo  that  beginning  in  the  seventies  Genn:ir 
^  .   .--sciovh  pn^CTam.     It  was  just  about  that  tin.- 
.   ov:.vi  make  all  of  these  dyes,  and  they  began  a: 
•   '  -  craiw  which  they  continued,  for,  say,  20  ye^l^ 
v>^     Then  during  the  nineties  they  put  in  i;.*.: 
vvv^:>ii^g  processes  lor  manufacturing  and,  foU»»v* 
-,-^   t:\ev  began  to  push  their  sales  throughout  t. » 
N  >  hail  these  hunareds  and  perhaps  thousand^  •* 
N-.;  ntting  away  back  in  1873. 
>C-\    \nvl  as  they  developed  the  dye*on  one  sido  "'• 
.  V. -;x^  ohomicaf  or  by  taking  away  a  little  of  >t.nK 
.x\,  Ox  make  an  explosive,  and  over  on  the  other  >.  ' 
V    .^  -HMuine i 
\  .»v  s;r. 
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i^enator  Watson.  So  that  nearly  all  of  these  coal-tar  medicines 
XKxe  from  research  work  in  the  German  industries  ? 
Oen.  Fri£S.  Yes,  sir;  and  mustard  gas  came  into  being  in  just  that 
ay.  because  Victor  Meyer  in  1876  discovered  mustard  gas  and 
orked  with  it  until  he  found  it  produced  these  bums  that  were  pro- 
a<*ed  during  the  war,  and  he  had  to  quit  working  with  it,  and  it  was 
cvdoubtedly  at  the  same  period  of  time  that  the  investigation  I 
>oke  of  a  while  ago,  beginning  in  the  seventies,  that  Germany  dis- 
3vered  mustard  gas  and  a  number  of  other  compounds  as  well  as 
lost  of  the  gases  employed  toward  the  end  of  the  war. 

The  Chairman.  What  were  you  quoting  from,  General  ? 

Gen.  Fries.  I  am  quoting  from  the  ''Report  of  the  British  Mission 
Lppointed  to  Visit  Enemy  Chemical  Factories  in  the  Occupied  Zone 
Ingaged  in  the  Production  of  Munitions  of  War.^' 

Senator  Smoot.  General,  you  put  the  whole  of  it  in. 

Senator  Watson.  Yes;  do  not  read  it  all,  but  put  it  in. 

The  Chairman.  How  long  is  it  ? 

Senator  Smoot.  It  would  be  best  to  have  it  all  in. 

The  Chairman.  Very  well;  let  it  be  inserted  in  the  record  at  this 
mint. 

Gen.  Fries.  I  just  want  to  read  the  summation  of  these  recom- 
nendations.     [Reading:] 

Further,  the  members  of  the  mission  are  of  opinion  that  the  attention  of  the  Govem- 
nent  ehonld  be  drawn  to  the  military  importance  of  developing  and  consolidating 
he  chemical  industry  of  Great  Britain.  The  points  requiring  immediate  consider- 
ition  are: 

il)  The  speedy  erection  of  factories  on  an  adequate  scale  for  the  production  of 
immonia  and  nitric  acid  from  the  nitrogen  of  the  air  by  means  of  the  Haber  process, 
n  order  to  render  this  country  independent  of  imported  nitrate. 

('2 )  The  provision  of  factories  on  an  adequate  scale  for  the  production  of  dye-stuffs 
and  pharmaceutical  products. 

(3>  Action  to  obtain  the  requisite  security  for  the  chemical  industry  during  the 
period  of  its  development. 

(4)  The  proWsion  of  facilities  for  obtaining  new  materials  such  as  potash,  alcohol, 
and  benzene  under  conditions  favorable  to  the  industry. 

(The  report  referred  to  and  submitted  by  Gen.  Fries  is  here  printed 
in  full  as  follows:) 

Report  of  the  British  Mission  Appointed  to  Visit  Enemy  Chemical  Factories 
IN  the  Occupied  Zone  Engaged  in  the  Production  op  Munitions  op  War, 
February,  1919. 

MEMBERS   OF  THE   BRITISH   MISSION. 

Brig.  Gen.  H.  Hartley,  C.  C.  W.  D.,  Mr.  F.  H.  Carr,  Capt.  A.  C.  G.  Egerton,  Lieut. 
H.  G.  Greenwood,  Dr.  H.  Levinstein,  Mr.  W.  Macpab,  Mr.  A.  W.  Tangye,  Mr.  S.  L 
Lt^vy,  secretary. 

DELEGATES  OF  ALLIED  GOVERNMENTS  WHO  ACCOMPANIED  THE  MISSION  IN  THE  BRITISH 

ZONE. 

Lieut.  Col.  C.  W.  Steese,  Ordnance,  United  States  Army;  Lieut.  Col.  J.  F.  Norris, 
('hemical  Warfare  Service,  United  States  Army;  Maj.  T.  VV.  Sill,  Chemical  Warfare 
Ser\'ice,  United  States  Army;  Capt.  R.  D.  McGrath,  Chemical  Warfare  Service, 
Cnited  States  Army;  Capt.  J.  W.  Martin,  Ordnance,  United  States  Army;  Lieut.  H.  J. 
Himmelein,  Ordnance,  United  States  Arm  v. 

Italian:  Capt.  C.  Mazetti,  Lt.  1.  Cardoso,  l.t.  M.  Malvano,  Sig.  M.  Bonelli,  Sig.  M. 
Peirael. 

French:  Col.  M.  Marqueyrol  (Direction  des  Poiidres),  Comm.  M.  Chaud,  Mons.  T. 
Sordes,  Mons.  N.  Simon. 
Belgian:  Capt.  M.  Janlet. 
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INTRODUCTION. 

The  mission  was  appointed  to  visit  Gernaan  chemical  factories  in  the  sone  orrnj*^ 
by  the  Allies  which  had  been  engaged  in  the  production  of  munitioiis  of  war.  'i 
was  instructed  to  obtain  information  as  to  the  methods  of  manufacture,  cmpacitv 
and  output  of  plant,  and  present  stocks  of  explosives,  poison  gas,  and  the  ixli"^ 
products  used  in  their  production.  The  mission  left  Ix>ndon  on  January  2?*  &-. .' 
spent  from  February  1  until  February  14,  inclusive,  in  visiting  the  important  diem:  v 
and  explosive  works  in  the  British  zone  and  the  chief  chemioiJ  works  in  the  Frr&  t 
and  Belgian  zones  as  follows: 

BRITISH  ZONE. 

1.  Farben-fabriken  vorm.  Friedrich  Bayer-Leverkusen  and  Dormagen. 

2.  Rheinische-Westfaelische  Sprengston  Aktien  Gesellschaft,  Coln-Traiadocf . 

3.  Chemische  Fabriken  Griesheim  Elektron-Wissdorf. 
4J  Carbonite  Aktien  Gesellschaft-Schlebusch. 

5.  Rheinische  Dynamitfabrik-Opladen. 

6.  Rheinische  Sprengkapsel  una  Zundhutchen  Fabrik,  G.  m.  b.  H.-Kupforvtcfr 

BELGIAN  ZONE. 

I 

7.  Chemische  Fabriken  vorm.  Weiler  ter  Meer-Uerdingen. 

FRENCH  ZONE. 

8.  Farbwerke  vorm.  Meister  Lucius  und  Bruning,  Hochst  am  Main. 

9.  Kalle  &  Co.,  Biebrich. 

10.  Verein,  Chem.  Fabriken,  Mainz-Mombach. 

11.  Basische  Anilin  und  Sodafabrik,  Ludw^ishafen  and  Oppau. 

The  usual  procedure  was  first  to  have  a  general  view  of  a  factory  in  order  to  ^t  aa 
idea  of  its  layout  and  prewar  capacity,  and  of  the  way  in  which  this  had  been  aUiii*^ 
and  extended  for  war  purposes.  Afterwards  the  mission  divided  into  three  aecOov 
in  order  to  get  details  of  the  war  productions,  as  follows: 

Initial  products  (e.  g.,  sulphuric  acid,  nitric  acid,  ammonia,  chlorine,  caustic  wx:- 
Mr.  Tangye,  Lieut.  Greenwood,  Capt.  Egerton. 

Explosives:  Mr.  Macnab,  Mr.  Levy. 

Poison  gas:  Dr.  Levinstein,  Mr.  Carr. 

The  information  obtained  by  each  section  has  been  embodied  in  the  present  rpprr* 

In  some  cases  considerable  difficulty  was  experienced  in  obtaining  accuimte  dAa*- 
of  manufacture,  especially  as  regards  substances  which  have  a  peace  value,  and  t2r 
information  must  be  accepted  with  some  reserve  on  this  account,  although  it  w 
checked  by  cross-examination  of  the  officials  concerned,  and  by  a  careful  examinan  : 
of  the  plant  admittedly  employed  for  war  purposes. 

As  a  result  of  its  visit,  tne  mission  has  obtained  valuable  infonnation  mm  u>  t^- 
methods  of  manufacture  of  explosives  and  poison  gases  employed  bv  the  enemy.  •: ' 
of  the  initial  products  necessary  for  their  production.  It  was  also  able  to  form  a  r>^* 
impression  of  the  military  value  of  the  German  chemical  industrv. 

Some  years  before  the  war  a  combination  was  formed  by  the  Bayer,  Badiarh«>  u-  *■ 
A.  G.  F.  A.  companies,  and  somewhat  later  a  second  group  was  formed  which  inriu-i^ : 
Meister  Lucius  and  BrUning,  Casella  and  Kalle.  During  the  war  these  two  ictpc** 
amalgamated,  and  the  Griesheim  Elektron,  Weiler  ter  Meer,  Leonhardt,  and  oeb'T 
smaller  companies  entered  the  combination,  which  is  known  as  the  L  G.  It  vi^ 
largely  owing  to  the  efforts  of  this  combination  that  Germanv  was  enabled  to  contir .« 
the  war  in  spite  of  the  blockade.  The  I.  G.  works  produced  the  bulk  of  the  8>-ntbf  v. 
ammonia  and  nitric  acid  needed  for  the  production  of  fertilizers  and  explomvw.  %^ 
the  poison  gas  (with  the  exception  of  some  chlorine  and  phosgene),  and  a  laige  pr^ 
portion  of  the  high  explosives. 

The  following  are  the  more  important  works  of  the  I.  G.  which  were  not  viaited.  &* 
they  are  outside  of  the  occupied  zone: 

Factories  of  the  Aktien  Gesellschaft  fur  Anilin-fabrikation. 

Factories  of  the  Griesheim  Elektron  Gesellschaft. 

Factory  of  the  Bayer  Company  at  Elberfeld. 

Factory  of  the  Badische  Company  at  Mersebure. 

Factory  of  Casella  &  Co.,  Mainkur,  near  Frankfurt. 

Factory  of  Leonhawlt  &  Co.,  Muhlheim,  near  Frankfurt. 

A  summary  of  the  information  obtained  as  to  the  war  production  of  Che  fiKton*** 
visited  is  given  under  the  headings  of  initial  products,  explosives,  and  poison 
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pirmcii>al  material  concerned  are  ammonia,  nitric  acid,  sulphuric  acid,  and 
e,  and  it  was  on  the  output  of  these  that  the  war  production  of  chemical  muni-- 
epended.  The  expansion  of  output  by  the  factories  of  the  I.  6.  combination, 
the  war  is  shown  by  the  following  tables: 

Ammonia  (metric  Urns  NH^  per  day). 


«'l>«xrg 


25 
NU. 


25 


}918 


250. 
400 


650. 


Nitric  acid  {metric  tons  100  per  cent  add  per  day). 


list 

lOU 

Lwi^shafen.. 
Aer  ter  Meer. 


TotaL. 


258 


1014 

1918 

56 

180. 

150 

375. 

(T) 

100 

40(T) 

40 

12 

24- 

71» 


>ppau  has  the  power  to  produce  now  500  tons  HNO3  daily,  still  retaining  sufficient. 
xQonia  to  supply  the  output  at  Hdchst. 

Sulphuric  acid  (metric  tons  100  per  cent  acid  per  day). 


rerkQsoi 

iehst 

dnifcshafen.. 
eLler  ter  Meer 

Total 


1,220 


Meister,  Lucius  &  Brilning  have  also  erected  a  large  new  plant  at  HOchst,  which 
IS  not  yet  started  and  was  not  examined. 

The  ^ayer  Coy  has  erected  at  Dormagen  a  large  vitriol  plant  equal  to  250  tons*. 
?r  day. 

Chlorine  (metric  tons  per  day). 


1014 

1018 

e  verkUaeii 

20 

4 
13 

20 

,8ck8t - - --- 

8 

ndwiffsh  ^f^ 

.•.•^. •..••.«•.•••.■«••.•••...••..•.•.••••..••••••••..•....••.•... 

35. 

TotaL 

37 

63 

EXPLOSIVES. 


No  arrangements  appear  to  have  been  made  prior  to  the  outbreak  of  war  to  utilize 
iie  resources  of  any  of  the  dye  factories  for  war  purposes,  and  on  mobilization  their- 
^hfmists  were  called  up  for  military  service.    After  the  battle  of  the  Mame  the  Gov- 
^nment  realized  the  need  for  expanding  the  output  of  explosives,  and  most  of  the 
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chemical  workB  were  producing  small  quantities  by  the  end  of  1914.  The 
made  on  them  increased  during  1915,  but  it  was  not  until  1916  that  plans 
down  to  assicrt  in  the  enormous  production  of  explosives  required  by  tlie  Hind^a*  j 
programme.  Most  of  the  big  extensions  of  the  synthetic  ammonia  and  of  the  sir- 
and  sulphuric  acid  plants  date  from  this  time,  man^  chemists  being  relcaspd  inn  '^ 
Army  and  the  scientific  staff  of  some  of  the  works  being  augmented.  (  A  sfeandanl:.' 
plant  used  for  the  manufacture  of  dyes  was  converted  for  Sie  production  ^f  expkr  - 
with  remarkable  speed;  for  instance,  at  Leverkttsen  a  T.  N.  T.  plant  produdix 
tons  per  month  was  put  into  operation  in  six  weeks.) 
The  following  table  shows  the  amounts  produced  in  the  factories  visited: 

High  explo9ive8  and  intermediates,. 

[Quiiiitities  of  Intermediates  are  shown  only  where  these  were  not  converted  to  finished  explOHTT^ 

producing  works.    (Metric  tons  per  week).] 


Factory. 

• 

B 

B 

9 
1 

• 

1 

• 

s 
1 
1 

• 

I 

• 

t 

es 
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3 

§ 

a 
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t 

5  1  - 

-< 

5 

5 

ft 

^ 

Q 

S 

mm* 

aC 

I    1  5 

Lcverkflsen 

250' 

250 

150 

40 

DormaKen 

tfOO 

Urdingen 

60 

75 

1') 

H62hst 

oon 

140 
25 

"so" 

200 

30 

Ludwieshafen 

iy 

200 

35 

♦  t 

Opp&u 

200 

, 

Wiesdorf 

120 
150 

1 

Schlebusch 

100 

.•••.. 

1 

1  For  3  months  only. 
*  SmaU. 


"  For  one  year. 

*  For  3  months  only. 


Other  Intermediates:  Ludwigshafen,  sodium  bensene  sulphonato,  100  tons  per  week. 
Other  explosives:  Sohlebu.sch,  hexanitrodlphenyb.ulphide^  15  tons  per  week. 

Propellant  explosives,  detonating  substances^  etc. 
[Metric  tons  per  week.] 


Factory. 

Nitro- 
cellu- 
lose 
j)o«'der. 

DiethrJ 
di  phe- 
nyl- 
urej. 

35 

Diphe- 

nyl- 

amine. 

Nilro- 
glyc- 
erin. 

Cordite 
paste. 

Pyna- 
mite. 

1              ' 
Twryl  .  '^ 

!          1 

L'rdin^en 

7 

KuDpersteg 

].'    or 

Troisiiorf  - 

2,50 

• 

Srhlebusch 

21 
75 
50  (T) 

40 
35 
40 

Ooladen .        

Wiesdorf 

***•••* *i'*""' 

1 

1 

POISON   OA8. 

At  first  chlorine  and  phosgene  were  the  main  requirements,  but  aftcrrvS 
variety  of  organic  substances  were  employed,  all  of  which  were  maife  by  the  hi-^.  ' 
of  the  I.  G.  combination.  Many  of  these  substances  were  new  and  difficult  U>  pr.'f*. 
and  rapid  production  was  only  possible  owing  to  the  speed  ¥rith  which  tb*-  f»« 
organization  of  the  dye  factories  could  be  utilized  for  this  purpose.  Vihen  ihr  ■ 
ernment  wished  to  introduce  a  new  gas,  a  conference  of  the  various  firms  wtf  h^: 
Berlin  to  determine  how  the  manufacture  should  be  subdivided  in  order  to  Ufi^  f  \ 
ing  plant  to  the  best  advantage.  For  instance,  the  initial  stages  of  th#  manHHr:> 
of  mustard  gaa  were  carried  out  at  Ludwigshafen  and  the  final  stage  at  Lewrko.^* 
The  following  table  shows  the  production  of  gas  and  intermediate  prodortK  &a  - 
various  factories  visited: 
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OtUptU  of  finished  poison  gases  from  variotis  works. 


blorin  e. 

Do 

Do 

hosi?erie 

I>o 

^ispbo^ene 

Do 

hlorplciin 

Do 

:ylyl  bromide 

iroin  acetone 

troxn  acetone 

Irom  ethyl 

(ethyl  ketone 

^henyl  carbylamine  chlorine. 

•fustiird  eas 

Mphenylchlorarsine 

>iphenvlcyanoarsiDe 

^tnyldfohurarsiQe 

I>icnloTinetbyl  ether 

Dibrom  methyl  ether 


Factory. 


LeVerkQsen . . . 

Hdchst 

Ludwlgshafen. 
Leverktisen . . . 
Ludwlgshafen. 
LeverkUsen . . . 

HOchst 

Leverktlsen . . . 

H6chst 

Leverkttsen... 
do 


Hdchst. 


.do , 

LeverkQsen. 

|H6chst , 

.do 

.do 

.do 


Month  output 
(metric  tons.) 


Average. 


600 
240 
860 


288 
*i39 
"45 


19 
60 


150 

78 

26 

7 


Maxi- 
mum. 


Total  pro- 
duction (if 
known). 


1,261 
30 

38,600 

621 

300 

10,682 

266 
200 

3,616 

101 
60 

1,127 

20 

45 

685 

124 
300 

721 

14,500 

300 

3,000 

150 
51 
29 

1,092 

233 

69 

Date  of 
commencement. 


Prior  to  war. 

Do. 

Do. 

Do. 

Do. 
June.  1915. 
September.  1916. 
July,  1916. 
August,  1916. 
March,  1915. 
Early  1916. 

April,  1915. 

March,  1917. 

Before  July,  1917. 
/May,  1917. 
\February,  1918. 

Aujrust,  1917. 

September,  1917. 

April.  1917. 


^  Estimated  from  capacity  of  plant.    Probably  the  same  quantity  was  produced  at  some  other  factory 
» the  output  of  Thiocuglycol  from  Ludwlgshafen  would  suffice  for  this. 

Output  of  intermediate  products  for  poison  gas  manufactvre. 


FinUbedgu. 


Pbenyl  carbylamine 

dichloride. 
Mustard  gas 


Dipfaenyl<^ararsine 
Do 


Ethyldichloranlne . . 


Intermediate 
products. 


Phenyl  mustard  oil 
Thlodlglycol 


Phenyl  arsenic  acid 

Diphenyl     arsenic 

acid. 
Ethyl    arsenious 

oxide. 


Total  putput 
(metric  tons). 


Not  obtained 
7,026 


{ 


1,600 
1,200 
4,800 

840 


Place  of  production. 


Kalle 

Ludwlgshafen 

do. 

Kalle 

Leverkusen ». . 

Ludwlgshafen 


Destination  of  interme- 
diate products. 


H6chst. 

Leverkusen   and    one 

other  factory. 
Unknown. 

Do. 
Probably  A.  G.  F.  A., 

Berlin. 
Hochst. 


^  In  addition  H(kd)st  produced  3,000  tons  of  diphenyl  chlor-  and  cyanarsines  from  own  Intermediates. 


KILITART  nCPOETANCE   OF  THE  GERMAN  CHEMICAL  INDUSTRY. 

The  above  figures  for  the  output  of  explosivee  and  gas  show  the  great  military  value 
of  the  factories  of  the  I.  G.  Combination.  Although  no  arrangements  had  been  made 
to  mobilize  them  at  the  outbreak  of  hostilities,  they  were  rapidly  converted  to  war 
purposes,  thanks  to  their  highly  trained  personnel  and  the  great  technical  resources 
of  their  peace  organization.  In  the  future  it  is  clear  that  every  chemical  factory  must 
be  regarded  as  a  potential  arsenal,  and  other  nations  ran  not  therefore  submit  to  the 
domination  of  certain  sections  of  chemical  industry,  which  Germany  exercised  before 
the  war.  For  military  security  it  is  essential  that  each  country  should  have  its  chem- 
ical industry  firmly  established,  and  this  must  be  secured  as  one  of  the  conditions  of 
peace,  as  otherwise  we  are  leaving  Germany  in  possession  of  a  weapon  which  will  be  a 
permanent  menace  to  the  peace  of  the  world. 

The  key  to  Germany's  war  production  of  explosives  was  the  Haber  process  for  the 
production  of  ammonia  from  atmospheric  nitrogen.  It  is  significant  that  large  scale 
production  by  this  process  only  began  at  the  end  of  1912,  and  that  in  the  early  part  of 
1914  great  pressure  was  put  on  the liadische  Company  to  increase  its  output.  During 
the  war,  owing  to  the  extensions  of  the  Haber  plants  at  Oppau  and  Merseburg,  Ger- 
many has  become  independent  of  foreign  countries  for  her  supplies  of  ammonia  and 
nitric  acid,  substances  indispensable  for  the  manufacture  not  only  of  high  explosives 
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but  also  of  fertilizers  for  food  production.    Without  such  a  process  Germany  could  z. 
have  made  the  nitric  acid  required  for  her  explosives  program ^  nor  obtained  fertiU'-  - 
for  food  production  after  the  supply  of  Chile  saltpeter  nad  been  stopped  by  our  l»l  •  ■ 
ade,  and  it  is  probable  that  she  could  not  have  continued  the  war  arter  1916.     It  • 
event  of  another  war  we  might  be  cut  off  from  supplies  of  saltpeter  whfle  G«Tn*: 
would  be  independent  of  them. 

The  resources  of  the  German  d ve  industry  are  of  no  lese  military'  important  e.      "  ■  ■ 
of  the  gases  employed  toward  tlie  end  of  the  war  were  complex  onranic  eabstari  -  - 
none  of  which  had  been  made  previously  except  in  small  quantities,  and  some  of  w..^ 
were  prepared  for  the  first  time  during  the  war.    Gas  warfare  will  undoubtedU  • 
tinue  to  develop  in  this  direction,  and  in  the  future  organic  substances  will  l»#-  rL 
ployed  which  we  do  not  know  to-day.    The  use  of  gas  will  alway-s  offer  greit  or  ;•  ' 
tunities  for  surprise  in  military  operations,  and  the  experience  of  the  present  wax 
shown  that  rapid  production  of  a  new  ga3  is  essential  if  the  surprise  is  to  be  effe«'t:   - 
Any  countrv  without  a  well  developed  organic  chemical  industry  will  be  6e\r' 
handicapped  in  this  respect. 

RECOMMENDATIONS. 

In  view  of  the  military  and  economic  importance  of  the  German  chemical  ind-L-*- 
the  mission  is  of  opinion  that  this  subject  should  receive  6pe:*ial  couFideratioi.,  ^ 
from  the  armistice  commission  and  at  the  peace  conference,  and  the  following  k<  *i  ' 
is  recommended : 

(1)  It  should  be  one  of  the  conditions  of  peace  that  Germany  should  put  the  Xlh'^ 
in  effective  possession  of  such  processes  as  are  considered  necessary  for  estabb«i^'« 
chemical  industries  on  a  firm  basis  in  other  countries,  one  of  these  being  the  Ha'  ' 
process.    Any  private  rights  in  respect  of  such  processes  (if  any  could  be  estabb^ff*. 
can  if  necessary  be  considered  as  part  payment  of  the  war  indemnity. 

(2)  For  a  limited  period  of  years  Germany  should  be  compelled  to  furnish  at  re^^  c 
able  prices  under  allied  control  such  chemical  products  as  are  required  by  the  Alt.  • 
in  oraer  to  prevent  her  from  exploiting  her  chemical  production  so  as  to  exert  ei-on*  c. 
pressure  in  allied  countries. 

(3)  AU  chemical  works  in  the  occupied  zone  should  be  controlled  as  regud»  '^tr 
supply  of  raw  materials,  the  purposes  for  which  these  are  used,  and  the  ultimate  deK. 
nation  of  the  products. 

(4)  The  provisions  of  clauses  (2}  and  (3)  should  be  carried  out  by  meaiia  of  a  i^^mp 
troller,  who  should  have  at  his  disposal  the  services  of  experts  in  each  branch  r/  *i- 
indufitry  concerned.    The  control  by  the  several  allies  should  be  closely  coordinatt-: 

(5)  Enemy  chemical  factories  of  a  character  capable  of  being  used  for  the  manuui 
ture  of  explosives  and  poison  gas  must  be  considered  in  any  scheme  for  the  delinu'^ 
tion  of  armaments,  ana  arrangements  should  be  made  for  their  periodical  inipe>  t:  ' 
by  an  allied  commission  to  determine  the  extent  to  which  they  are  prodocinf  vv 
material. 

(Note. — Such  inspection  would  not  guarantee  that  the  plant  installed  w««  c 
capable  of  being  usea  for  the  production  of  toxic  ^ases  at  short  notice  or  e\*en  wv  r 
designed  for  that  purpose.  After  seeing  the  facilities  afforded  by  the  German  rhemi  » 
plant  in  this  respect,  the  mission  is  of  opinion  that  whate^'er  be  the  decision  bi  * 
regard  to  the  use  of  gas  in  warfare,  the  temptation  to  use  it  is  such  that  it  is  enrD'a. 
to  the  military  security  of  this  country'  that  provision  should  be  made  to  cvdulj 
research  in  chemical  warfare.) 

(6)  Control  should  be  established  in  chemical  works  not  in  the  occupied  soar  * 
insure  that  they  are  not  used  for  war  purposes. 

(7)  The  large  stocks  of  explosives  and  poison  gases  now  existing  in  Germany  ebu^.;  - 
be  destroyed. 

(8)  In  view  of  the  possibility  of  a  renewal  of  hostilities  measures  should  be  takrn  « 
that  all  explosives  factories  and  all  works  of  primary  importance  for  the  produrtKc  ■ 
explosives,  such  as  Oppau,  could  be  destroyed  if  they  were  likely  to  fiall  into  the  huk> 
of  the  enemy. 

The  following  quotation  from  Dr.  Poppenberg,  called  the  *'  Ludendorff  of  cheinifcr> 
in  Germany  is  of  vital  interest: 

' '  The  next  war  will  be  a  chemical  war.  I  have  interested  myself  in  artificiai  ta^ikt 
We  have  developed  chemical  smoke  which  will  cling  to  the  water  for  five  hnon 
War  inventions  are  successful  only  when  a  nation  so  organizes  its  chemiad  mud  tBHa 
industries  during  peace  time  that  the  road  is  open  for  war-time  progroas  unimped«ii 

P\Lrther.  the  members  of  the  mission  are  of  opinion  that  the  attention  of  the  (y*- 
emment  snould  be  drawn  to  ^e  military  importance  of  developing  and  ooneDlidatir^ 
the  chemical  industry  of  Great  Britain.  The  points  requiring  immediate  ooandrcv 
tion  are: 
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..  1 '  The  speedy  erection  of  factories  on  an  adequate  scale  for  the  production  of 
nmonia  and  nitric  acid  from  the  nitrogen  of  the  air  by  means  of  the  Haber  process, 
order  to  render  this  country  independent  of  imported  nitrate. 

2 )  The  provision  of  factories  on  an  adequate  scale  for  the  production  of  dyestitfb  ^ 
id  pharmaceuticiJ  products. 

3 )  Action  to  obtain  the  requisite  security  for  the  chemical  industry  during  the 
ariod  of  its  development. 

4  >  The  provision  of  feicilities  for  obtaining  raw  materials,  such  as  potash,  alcohol, 
id  benzene  under  conditions  favorable  to  the  industry. 

H.  Hahlbt, 
Buffidier  General,  on  behalf  of  the  Members  of  the  Mission. 

LoKi>ON,  February  S6j  1919. 

Senator  La  Follette.  General,  how  important  do  you  regard  gas 
1  warfare? 

Gen.  Fries.  I  consider  it  one  of  the  most  important  agents  in  any 
ossible  future  war.  It  caused,  even  in  the  last  war,  when  the 
lermans  never  really  realized  the  power  of  it  until  it  was  too  late, 
\\d  when  the  enemy  never  was  able  to  produce  all  he  wanted — it 
aused  over  27  per  cent  of  all  of  the  American  casualties,  although 
he  death  rate  was  very  light  from  gas.  If  vou  take  out  the  deaths 
rem  other  causes,  the  percentage  of  wounded  rises  to  almost  one- 
hird  of  all  our  wounded^ 

Senator  La  Follette.  T^he  use  that  Germany  made  of  gas  in  the 
rar.  so  far  as  you  can  judge,  if  I  understand  you,  developed  largely 
f  ter  they  got  mto  the  war  ? 

Gen.  ^lES.  Yes,  sir. 

Senator  La  Follette.  There  had  not  been  much  preparation  for 
-he  employment  of  gas  as  a  medium  of  warfare,  or  they  would  have 
)een  better  equipped  for  it. 

Gen.  Fries.  I  tnink  that  is  true.  I  do  not  think  the  Germans  had 
iny  idea  when  they  went  into  the  war  of  using  poison  gas,  because  I 
irmly  believe  they  expected  to  win  the  war  by  October,  1914,  by  the 
capture  of  Paris. 

oenator  La  Follette.  When  you  consider  the  tremendous  devel- 
opment of  gas  as  an  instrument  of  warfare,  during  the  period — just 
tne  few  years  this  war  lasted — if  study  of  the  use  of  these  gases  in 
'warfare  should  be  conducted  by  the  governments  of  the  worldfor  the 
next  10  or  15  years,  is  it  highly  probable  that  gas  will  be  the  one 
important  factor  in  winning  or  losmg  the  wars  in  the  future? 

uen.  Fries.  I  think  it  will  be  the  one  element  that  will  put  more 
men  out  of  action  than  anything  else. 

Senator  La  Follette.  Not  necessarily  destroy  life,  but  reduce 
armies  to  a  quiescent  state  where  they  can  not  be  very  effective  ? 

Gen.  Fries.  Yes,  sir.    There  will  be  a  great  deal  of  this  study, 

because  I  believe  every  police  department  in  the  land  and  every 

penitentiary  will  be  equipped  with  tear-gas  grenades,  and  the  like, 

which  will  stop  any  mob  and  do  it  in  one  mmute.     Of  course,  a  number 

of  these  gases  have  considerable  peace-time  uses. 

Senator  La  Follette.  Are  some  of  these  gases  very  destructive 
of  life  ? 

Gen.  Fries.  They  are  all  destructive  of  life  if  you  get  enough  of 
them;  that  is  the  question. 

Senator  La  Follette.  How  about  lewisite  ? 

Gen.  Fries.  Lewisite  is  not  much  more  poisonous  than  phosgene, 
"Ut  it  has  one  quality  that  no  other  gas  we  Know  of  has.  if  you  get 
tile  quantity  of  lewisite  in  three  full  drops  absorbed  into  the  skin,  it 
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will  probably  cause  death,  because  it  will  cause  death  in  rats  th^t  « ' 
experimented  with  in  one  or  two  hours  if  you  put  it  on  the  sLji 
But  the  trouble  would  come  in  war  to  get  Uiree  orops  on  a  man  a.r 
leave  it  there  long  enough  to  be  absorbed.     If  you  rub  it  off,  it  w_ 
only  cause  a  blister  and  oad  sore;  that  is  all. 

Senator  La  Follette-  Is  it  destructive  of  plant  life ! 

Gen.  Fries!  Not  that  I  know  of.  I  have  heard  that  stateoi*-: 
made  many  times,  but  I  have  not  been  able  to  get  any  confirmat-  • 
of  it  at  all. 

Senator  La  Follette.  Are  therfe  any  gases  or  chemicals  Aat  ar- 
destructive  of  plant  life,  so  far  as  you  know  ? 

Gen.  Fries,  rhosgene  and  chlorme.    Chlorine  is  used  all  otct  il« 
world  now  for  disin^cting  purposes  and  water  purification  and  t^ 
like,  and  in  strong  concentration  it  will  kill  plants;  phosgene  v: 
kill  plants,  just  kills  them  down  about  like  a  frost,  but  the  roots  wi. 
grow  back.     But  it  does  not  affect  the  soil  at  all. 

Senator  La  Follette.  Is  there  any  chemical  that  you  knoi»  ■ 
ttiat  would  destroy  the  productivity  of  the  soil  for  a  time  ? 

Gen.  Fries.  Not  that  we  use  in  poisonous  gases,  ao  far  as  I  ha^- 
been  able  to  find  out  at  all. 

,     Senator  La  Follette.  I  have  noted  some  discussion  of  that  ai 
some  claims  in  that  regard. 

Gen.  Fries.  Yes,  sir;  but  if  there  is  such  a  thing  I  have  not  hen. 
able  to  find  it  out,  nor  any  of  my  chemists. 

I    Senator  McCcmbeb.  You  sa^r  that  Germany  did  not  produce  th 
gases  in  any  great  quantities  prior  to  the  war  ? 

Gen.  Fries.  No,  sir. 

Senator  McCuhbeb.  Could  she  have  produced  them  in  great  qufti- 
titles  at  all  unless  she  had  had  her  many  plants  engaged  in  the  oxhf: 
dye  industries  i 

Gen.  Fries.  Absolutely  not;  in  fact,  she  could  not  have  prodiKv^i 
the  explosives  and  the  powders  even  without  those  plants. 

Senator  MoCumbeb.  Without  these  many  plants  doing  a  commrr- 
cial  business  we  would  be  equallv  impotent  m  case  of  war  to  imm^ 
diately  begin  the  production  of  tnese  gases  ? 

Gen.  Fries.  Yes,  sir;  just  as  we  were  in  the  last  war;  and  it  vi? 
only  because  the  Allies  held  that  line  a  year  and  a  half  after  we  cntor^ 
the  war,  even,  that  we  were  aible  to  get  these  plants  soiiig.  Eve: 
then  commercial  plants  made  poison  gases  in  11  months,  while  tb^ 
Government  plants  were  14  months  after  we  declared  war,  althouiri: 
due  to  the  fact  that  we  did  not  really  realize  the  importance  of  pit- 
son  gas  in  the  war,  they  did  not  begin  energetically  until  after  v- 
had  been  in  the  war  four  or  five  montns. 

Senator  McLean.  General,  may  we  not  naturally  expect  tbit 
other  compounds  wiU  be  discovered ;  that  is,  gases  that  will  be  roue- 
more  fatal  than  the  ones  now  in  use  ? 

Gen.  Fries.  That  is  possible. 

Senator  McLean.  Is  not  that  the  reason  why  this  country  shcul'- 
be  dert  ? 

Gen.  Fries.  Yes,  sir;  and  it  is  the  reason  why  the  mare  extend*^ 
we  can  possibly  get  our  chemical  industry  and  the  piore  we  exMc: 
our  chemical  research  in  colleges  and  universities  in  these  indtuuie^ 
the  more  certain  we  will  be  that  we  will  be  able  to  discover  as  muct 
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^    anybody  else  may  have  discovered,  and  that  is  the  only  way  we 
ill  be  sure. 
The  Chairman.  Is  that  all,  General  ? 

Senator  Simmons.  General,  let  me  ask  you  one  question:  It  was 
b&ted,  hj  implication  if  not  expressed  here  yesterday,  that  the  cost 
f  proNducing  aye  stuflEs  in  this  country  was  three  or  four  times  greater 
bjan  in  Germany  at  present.  Can  you  tell  the  committee  way  the 
ost  of  production  is  greater  in  this  country  than  in  Germany  ?  What 
>  it  that  makes  the  cost  three  or  four  times  what  it  is  in  Germany? 
Gen.  Fries.  I  think  there  are  just  two  reasons:  First,  the  higher 
ra^es  paid  our  labor,  and  that  applies  to  the  production  of  your 
^oai  tar  as  well  as  to  the  actual  making  of  dyes  from  the  crudes 
Lnd  intermediates,  and  also  a  difference  in  the  value  of  the  two 
iiirrencies,  the  mark  being  very  greatly  depreciated,  and  the  German 
vorkmen  being  paid  in  marks  makes  a  still  further  difference  in  the 
>roductive  cost. 

Senator  Simmons.  Those  are  the  two  elements,  you  say.  The 
50st  of  labor — well,  that  is  the  measure  of  the  difference  in  cost. 
Labor  costs  less  in  Germany  because  of  the  exchange.  So  that  labor 
IS  really  the  difference  in  cost  and  is  really  that  wnich  measures  the 
lifference  between  here  and  abroad  ? 

Gen.  Fries.  I  think  so.  Even  the  Germans  before  the  war 
received  less  and  after  the  mark  gets  back  to  proper  value  again  will 
undoubtedly  receive  much  less  than  American  workmen. 

Senator  Simmons.  If  that  be  true  as  to  the  dyestuffs  industry,  if 
that  be  the  only  reason  then  why  does  not  your  reason  apply  to 
every  other  thing  produced  in  this  country  and  Germany  ? 

Gren.  Fries.  'Hiere  is  a  great  difference  grows  up  many  times  as 
to  whether  Germany  has  all  of  the  raw  products  or  not,  or  whether 
we  have  all  of  the  raw  products. 

Senator  Simmons.  I  did  not  underistand  you  just  now  as  including 
in  the  difference  the  cost  of  raw  products  ? 

Gen.  Fries.  I  included  that  in  the  labor  cost  when  I  said  that  the 
difference  in  labor  came  in  the  production  of  the  crudes  from  which 
yoQ  make  the  intermediates  and  the  dyes,  as  well  as  in  the  making 
of  the  dyes  themselves;  it  all  goes  back  to  the  first  production  cost. 
Senator  Simmons.  You  say  tne  crudes  cost  more  here  because  labor 
costs  more;  and  you  also  say  that  because  of  the  difference  in  the  cost 
of  labor  it  enables  them  to  make  any  such  product  in  Germany 
three  or  four  times  less  than  in  the  United  States.  If  thst  is  true, 
if  the  labor  cost  measures  the  difference,  and  that  is  the  element  in 
the  problem,  why  does  not  that  apply  with  equal  force  to  every 
other  thing  that  Uermany  produces  'i 

Gren.  FiOBS.  Take  the  question  of  cotton  ^oods :  Germany  imports 
all  of  her  cotton.  The  cost  of  that  cotton  is  a  very  great  factor  to 
Germany  in  the  cost  of  her  product.  But  she  has  the  coal  and  she 
has  the  kinds  of  industry  with  which  she  produces  the  coke,  and 
hence  she  gets  these  coal-tar  products  really  as  a  waste  product, 
and  it  was  because  Germany  woke  up  to  the  great  economic  value 
of  uti]i2dng  these  waste  products  that  she  started  into  the  dye  manu- 
facturing extensively  long  prior  to  the  World  War. 

Senator  Simmons.  This  is  not  the  only  industry  that  has  been 
developed  to  a  very  high  degree  in  Germany  that  has  to  get  raw 
materials  from  abroad,  is  it ) 
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Gen.  Fries.  No,  sir.     But  there  are  many  other  factors,  of  cour- 

Senator  Simmons.  The  truth  is  that  Germany  has  to  buy  ^r^ 
largely  the  raw  materials  that  she  uses  in  her  industries,  does  she  ii< ' 

Gen.  Fries.  Yes,  sir;  but  she  has  the  advantage  in  the  dye  i- 
dustry  that  she  probably  has  not  in  many  of  the  others,  in  that  *l 
has  such  a  tremendous  corps  of  trained  specialists  who  have  be 
working  40  years  on  this,  while  the  United  States  has  hardly  worir 
at  all  on  it;  and  we  have  not  got  those  trained  specialists. 

Senator  Simmons.  And  they  were  trained  in  the  dye  industry 

Gen.  Fries.  Yes,  sir. 

Senator  Simmons.  When  vou  did  not  have  those  trained  spec:*.- 
ists  in  this  country,  how  did  you  manage  during  the  war  to  devei- : 
this  industry  to  the  point  where  you  could  make  such  enorm**-' 

auan titles  of  raw  materials;  and  in  that  limited  time  run  the  pr- 
uction  of  this  coimtry  up  from  10  per  cent  of  what  we  consume  .' 
this  country  to  90  per  cent  of  what  we  consume  in  this  country  i 

Gen.  Fries.  But  we  had  some  very  great  advantages.  We  L. 
.  our  manufacturers  being  trained  for  two  and  a  half  years  in  iMn-- 
facturing  many  of  these  supplies  for  the  Allies^  before  we  decUr?- 
war,  and  then  in  the  18  montnis  after  we  declared  war  before  we  got  -: 
to  that  production,  we  were  enabled  to  train  hundreds  of  men.  Thr' 
werenot  as-skiUf ul  as  Germany  had,  but  they  were  skillful  enousk  t 
do  that  work  in  a  very  limited  way;  and  the  only  way  we  willruv* 
sufficient  trained  personnel  in  the  future  is  to  aevelop  the  dye  Ur 
djistry  where  they  acquire  it. 

Senator  Simmons.  What  I  can  not  understand,  General,  is  thi* 
You  had  sufficient  trained  chemists  in  this  country,  not  onlv  to  pn- 
diice  90  per  cent  of  all  the  dyestuffs  that  were  consumed,  but  t 
furnish  other  coim tries  with  enormous  quantities  of  the  dye  pr*- 
ucts  of  our  dye  factories.     It  would  seem  to  me  that  that  wuui-. 
controvert  your  contention  that  we  have  not  in  this  country  an  id.- 
quate  amount  of  trained  chemical  knowledge  to  meet  the  domest. 
requiremeBbts  in  reference  to  dyes. 

Gen.  Fries.  I  think  the  difference  can  be  shown  by  the  differencr- 
in  the  number  of  dyes,  for  instance,  that  are  made.     Even  ni'« 
after  a  seven-year  embargo,  due  to  the  war,  and  the  tremend*'*' 
development  pushed  by  every  resource  of  the  American  mind,  »' 
are  stifl  making  less  than  one-third  as  many  dyes  as  Germany  nuk*^ 
And  Germany  produces  her  dyes  cheaper  than  we  do,  becau>e  i 
making  900  dyes  or  thereabouts  she  perhaps  uses  all  of  these  crudi'* 
and  has  practically  no  waste  whatever.     If  we  are  only  making  - 
half  dozen  dyes  we  have  a  lot  of  waste  products  that  could  be  mi*:' 
into  different  products  if  we  had  the  highly  trained  personnel  »r. 
factories  Germany  has  got,  and  that  is  the  point  to  which  I  wu-,- 
like  to  see  the  dye  industry  developed  in  this  country. 

Senator  Simmons.  I  do  not  see  why  Germany  is  making  so  mui.' 
more  dyes  than  we  are  at  this  time,  in  view  of  the  fact,  as  testtlir: 
here,  that  England  has  established  something  equivalent  to  »'. 
embargo  and  some  of  the  other  industrial  nations  of  Europe  h*^' 
also  done  so.  What  nations,  under  the  circumstances,  is  Gernun- 
supplying  ?     She  is  not  supplying  us. 

Gen.  Fries.  She  is  hopmg  to,  probably.     Those  men  have  got  * 
make  dyes  or  do  nothing.     They  nave  the  plants  and  trained  p«^  r.* 
nel  all  there,  and  that  is  the  only  thing  they  can  do  with  ♦his  pn^lu'  * 
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md  they  hope  by  making  it  and  having  it  available  they  can  get 
«tablisned  and  supply  the  whole  world  as  they  did  before.  I  think 
hat  is  "why  they  are  making  it;  I  think  it  is  absolutely  forced  on  them. 
Senator  Simmons.  I  suppose  if  they  had  that  hope  they  would 
lot  make  these  products  m  advance,  especially  if  they  need  all  the 
noney  they  have  got  for  things  in  immediate  demand.  I  should 
marine  good  business  sense  would  suggest  to  them  that  they  wait 
intLl  these  markets  are  opened  up. 

Gen.  Fries.  But  they  only  get  money  that  is  really  valuable  by 

celling  products  to  somebody  at  the  present  time;  and  these  men  are 

ivailable  to  do  this.     They  had  better  keep  them  busy  piling  this 

ip  than  to  have  them  idle  to  start  revolutions,  I  presume. 

Senator  Smoot.  Italy  and  France  and  England  and  Belgium,  as 

vou  state,  have  embargoes  upon  German  dyes 

Gen.  Fries  (interposing).  1  do  not  know  about  Belgium,  Senator; 
[  am  not  certain  about  Belgium  at  all. 

Senator  Smoot.  Then  cut  out  Belgium  and  say  in  the  other 
countries  noted. 

Gen.  Fries.  Yes,  sir. 

Senator  Smoot.  And  they  are  the  great  manufacturing  countries 
of  the  world,  and  Germany  certainly  is  not  going  to  make  dyes  and 
pile  them  up.  Where  is  there  any  other  country  outside  of  this 
country  here  to  sell  those  dyes  to  ? 

Gen.  Fries.  She  can  only  sell  them  perhaps  to  China.  She  sells 
a  good  deal  of  indigo  and  the  like  to  China  and  perhaps  some  to 
Kussia. 

Senator  Smoot.  She  does  not  sell  as  much  indigo  to  China  as  we  do. 
Gen.  Fries.  Perhaps  not.     But  the  point  important  to  me  is  that 
she  would  hope,  if  we  do  not  have  an  embargo  here  to  keep  out 
those  dyes,  she  can  sell  them  here. 

Senator  Smoot.  She  can  not,  with  the  rate  of  duty  we  will  put 
upon  them. 

Senator  Watson.  Is  it  not  a  fact  that  at  the  time  you  appeared 
before  the  subcommittee,  of  which  I  happened  to  be  the  chairman, 
when  we  investigated  the  dye  industry,  and  at  that  time  there  was 
talk  about  large  quantities  of  dyes  coming  into  this  country  aod 
going  to  other  countries,  it  was  shown  that  England  had  lifted  the 
embargo  or  had  not  yet  laid  an  embargo  ?  Do  you  recall  that '( 
Gen.  Fries.  Yes. 

Senator  Watson.  And  after  that  there  came  into  England  dyes 
in  a  very  great  quantity;  and  then  England  put  on  the  embargo. 
Gen.  Fries,  les,  sir;  the  embargo  was  laid  in  the  last  year. 
The  Chairman.  General,  I  suppose  if  the  disarmament  arrange- 
ments come  to  anything  effective  the  abolition  of  the  use  of  gas  for 
military  purposes  would  be  among  the  chief  accomplishments,  would 
it  not  ? 

Gen.  Fries.  I  do  not  think  so,  Senator;  I  think  it  would  be  tho 
most  dangerous  thing  they  could  possibly  do,  because  every  coal 
tar  industry  is  a  potential  poison  gas  or  high  explosive  factory. 

The  Chairman.  Do  you  mean  to  say  that  the  disarmament  arrange- 
ment anaong  the  nations  would  not  have  as  one  of  its  chief  results 
the  abolition  of  gas  ? 

Gen.  Fries.  No,  sir;  I  do  not  think  so. 
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The  Chairmant.  Then  we  would  have  to  keep  on  making  plentr 
gas  under  the  disarmament  arrangement  ? 

Gen.  Fries.  No,  sir;  we  would  not  make  gas  any  more  than 
are  making  it  now.     But  we  would  know  if  we  developed  the 
tar  industry  we  would  be  able  to  make  more  gas  than  any  ot 
and  we  could  turn  those  plants  into  poison-gas  factories  if  we  had 

The  CiLURaLAN.  Then  you  would  look  upon  disarmament  as  " 
ineffective  ? 

Gen.  Fries.  No,  sir;  I  think  it  would  be  very  effective.    Ui 
the  development  of  a  coal-tar  industir  our  keeping  up  in  chi 
warfare  is  ve^  easy  and  cheap;  in  fact,  it  is  very  cheap 
The  total  expenses  of  the  Chemical  Warfare  Service  since  the 
have  been  less  than  two-thirds  of  1  per  cent  of  the  Army  appro] 
tion,  and  they  will  continue  to  be  that  way.     But  we  would  1 
available  in  the  coal-tar  industry  plants  where  we  could  provide 
quantity  of  poison  sases  or  high  explosives  we  would  have  to  prod 
and  it  is  the  only  Kind  of  armament  that  would  cost  Us  nothing 
peace. 

The  Chairman.  But  we  are  not  supposed  to  need  those  i^encui: 
we  disarm. 

Gen.  Fries.  If  we  can  come  to  a  complete  disarmament  and 
sure 

The  Chairman.  That  is  what  I  am  asking  you. 

Gen.  Fries.  I  do  not  think  that  is  possible  for  a  long  time. 

The  Chairman.  Then  you  look  upon  this  negotiation  as  likely 
be  a  failure,  do  you? 

Gen.  Fries.  No,  sir;  I  think  if  we  can  go  far  enough  to  pot  •] 
limitation,  we  will  say,  on  the  number  of  battleships  each  GOiml 
may  have  and  the  number  of  big  guns  each  country  may  hitifc] 
that  we  will  have  gone  a  lon^  way  toward  reducing  the  cost  of  anai-j 
ment,  which  is  the  first  consideration. 

The  Chairman.  Then  you  would  not  expect  it  to  cover  one  of^tlil 
most  murderous  weapons  of  modem  warfare,  which  is  gas  ? 

Gen.  Fries.  I  thinK  you  would  then  be  putting  this  countiy  into 
the  complete  power  of  some  nation  that  might  become  an  outlaw. 

The  Chairman.  Then  you  think  a  little  gas  ''on  the  side"  woM 
be  a  good  thing  ?     [Laughter.] 

Gen.  Fries.  I  think  it  a  w^ise  precautionary  measure,  Senator. 
[Laughter.] 

Senator  Watson.  They  will  still  continue  to  make  guns,  will  thq' 
not? 

Gen.  Fries.  Very  likely,  sir.     I  hope  to  see  the  disarmamentji 
success. 

Senator  Watson.  Also  munitions  and  powder? 

Gen.  Fries.  Yes,   sir;  and   they  will  have   the  plants  ready  to 
make  them  in  all  countries  that  ptoduce  coal-tar  products. 

Senator  Watson.  They  will  not  use  these  guns  to  shoot  religious 
fanatics.     [Laughter.] 

The  Chairman.  The  pending  negotiations  open  up  a  new  vbto 
to  me,  after  hearing  you.  General. 

Senator  Smoot.  Mr.  Metz  would  like  to  testify  at  this  time. 

The  Chairman.  Mr.  Metz  is  here,  and  we  would jbe^lad^to  have 
him  submit  his  views. 
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id  ttliey  hope  by  making  it  and  having  it  available  they  can  get 
it,a.l>lisned  and  supply  the  whole  world  as  they  did  before.  I  think 
:i£Lt*  is  why  they  are  making  it;  I  think  it  is  absolutely  forced  on  them. 
S«i:\ator  Simmons.  I  suppose  if  they  had  that  hope  they  would 
ot  make  these  products  m  advance,  especially  if  they  need  all  the 
lonoy  they  have  got  for  things  in  immediate  demand.  I  should 
tXLa^ine  good  business  sense  would  suggest  to  them  that  they  wait 
nt3  these  markets  are  opened  up. 

Gen.  Fries.  But  they  only  get  money  that  is  really  valuable  by 
elling  products  to  somebody  at  the  present  time ;  and  these  men  are 
Lvailable  to  do  this.  They  had  better  keep  them  busy  piling  this 
ip   than  to  have  them  idle  to  start  revolutions,  I  presume. 

Senator  Smoot.  Italy  and  France  and  England  and  Belgium,  as 

von  state,  have  embargoes  upon  German  dyes 

Gen.  Fries  (interposing).  1  do  not  know  about  Belgium,  Senator; 
[  am  not  certain  about  Belgium  at  all. 

Senator  Smoot.  Then  cut  out  Belgium  and  say  in  the  other 
countries  noted. 

Gen.  Fries.  Yes,  sir. 

Senator  Smoot.  And  they  are  the  great  manufacturing  countries 
of  tlie  world,  and  Germany  certainly  is  not  going  to  make  dyes  and 
pile  them  up.  Where  is  there  any  other  country  outside  of  this 
country  here  to  sell  those  dyes  to  ? 

Gen.  Fries.  She  can  only  sell  them  perhaps  to  China.  She  sells 
a  good  deal  of  indigo  and  the  like  to  China  and  perhaps  some  to 
Kussia. 

Senator  Smoot.  She  does  not  sell  as  much  indigo  to  China  as  we  do. 
Gen.  Fries.  Perhaps  not.     But  the  point  important  to  me  is  that 
she  would  hope,  if  we  do  not  have  an  embargo  here  to  keep  out 
those  dyes,  she  can  sell  them  here. 

Senator  Smoot.  She  can  not,  with  the  rate  of  duty  we  will  put 
upon  them. 

Senator  Watson.  Is  it  not  a  fact  that  at  the  time  you  appeared 
before  the  subcommittee,  of  which  I  happened  to  be  the  chairman, 
when  we  investigated  the  dye  industry,  and  at  that  time  there  was 
talk  about  large  quantities  of  dyes  coming  into  this  country  aud 
going  to  other  countries,  it  was  shown  that  England  had  lifted  tho 
embargo  or  had  not  yet  laid  an  embargo  ?  Do  you  recall  that '( 
Gen.  Fries.  Yes. 

Senator  Watson.  And  after  that  there  came  into  England  dyes 
in  a  very  great  quantity;  and  then  England  put  on  the  embargo. 
Gen.  Fries.  \  es,  sir;  the  embargo  was  laid  in  the  last  year. 
The  Chairman.  General,  I  suppose  if  the  disarmament  arrange- 
ments come  to  anything  effective  the  abolition  of  the  use  of  gas  for 
military  purposes  would  be  among  the  chief  accomplishments,  would 
it  not  ? 

Gen.  Fries.  I  do  not  think  so,  Senator;  I  think  it  would  be  tho 
most  dangerous  thing  they  could  possibly  do,  because  every  coal 
tar  industry  is  a  potential  poison  gas  or  high  explosive  factory. 

The  Chairman.  Do  you  mean  to  say  that  the  disarmament  arrange- 
ment among  the  nations  would  not  have  as  one  of  its  chief  results 
the  abolition  of  gas  ?      . 
Gen.  Fries.  No,  sir;  I  do  not  think  so. 
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The  Chairman.  Then  we  would  have  to  keep  on  making  plenty  i-* 
gas  under  the  disarmament  arrangement  ? 

Gen.  Fries.  No,  sir;  we  would  not  make  gas  any  more  than  v- 
are  making  it  now.  But  we  would  know  if  we  developed  the  cot- 
tar industry  we  would  be  able  to  make  more  gas  than  any  other* 
and  we  could  turn  those  plants  into  poison-gas  factories  if  we  had  t- 

The  Chairman.  Then  you  would  look  upon  disarmament  as  beirc 
ineffective  ? 

Gen.  Fries.  No,  sir;  I  think  it  would  be  very  effective.  Unde- 
the  development  of  a  coal-tar  industry  our  keeping  up  in  chemicai 
warfare  is  vecy  easy  and  cheap;  in  fact,  it  is  very  cheap  UhIa. 
The  total  expenses  of  the  Chemical  Warfare  Service  since  the  war 
have  been  less  than  two-thirds  of  1  per  cent  of  the  Army  approphj- 
tion,  and  they  will  continue  to  be  that  way.  But  we  would  nair 
available  in  the  coal-tar  industry  plants  where  we  could  provide  arj 
quantity  of  poison  gases  or  high  explosives  we  would  have  to  prodnr^ 
and  it  is  the  only  Kind  of  armament  that  would  cost  us  nothing  i' 
peace. 

The  Chairman.  But  we  are  not  supposed  to  need  those  agenrie*  :' 
we  disarm. 

Gen.  Fries.  If  we  can  come  to  a  complete  disarmament  ami  in- 
sure  

The  Chairman.  That  is  what  I  am  asking  you. 

Gen.  Fries.  I  do  not  think  that  is  possible  for  a  long  time. 

The  Chairman.  Then  you  look  upon  this  negotiation  as  likdj  C'» 
be  a  failure,  do  you? 

Gen.  Fries.  No,  sir;  I  think  if  we  can  go  far  enough  to  pot  s 
limitation,  we  will  say,  on  the  number  of  battleships  each  countrr 
may  have  and  the  number  of  big  guns  each  country  may  hav^. 
that  we  will  have  gone  a  long  way  toward  reducing  the  cost  of  anni- 
ment,  which  is  the  first  consideration* 

The  Chairman.  Then  you  would  not  expect  it  to  cover  one  of^th* 
most  murderous  weapons  of  modem  warfare,  which  is  gas  ? 

Gen.  Fries.  I  think  you  would  then  be  putting  this  country  ini  ■ 
the  complete  power  of  some  nation  that  might  become  an  outlaw. 

The  Chairman.  Then  you  think  a  little  gas  '*on  the  side*'  wt>ui. 
be  a  good  thing  ?    [Laugnter.] 

Gen.  Fries.  I  think  it  a  wise  precautionary  measure,  Senat'«r 
[Laughter.] 

Senator  Watson.  They  will  still  continue  to  make  guns,  will  th<  > 
not? 

Gen.  Fries.  Very  likely,  sir.  I  hope  to  see  the  disarmampntL 
success. 

Senator  Watson.  Also  munitions  and  powder? 

Gen.  Fries.  Yes,  sir;  and  they  will  have  the  plants  ready  t  • 
make  them  in  all  countries  that  ptoduce  coal-tar  products. 

Senator  Watson.  They  will  not  use  these  guns  to  shoot  relip»>^* 
fanatics.     [Laughter.] 

The  Chairman.  The  pending  negotiations  open  up  a  new  vi*t« 
to  me,  after  hearing  you,  General. 

Senator  Smoot.  Mr.  Metz  would  like  to  testify  at  this  time. 

The  Chairman.  Mr.  Metz  is  here,  and  we  would Jbejglad^to  lu^** 
him  submit  his  views. 
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r  ATEMEVT  OF  MB.  EEBMAV  A.  METZ,  PBESIDENT  OF  THE 
COVSOLIDATED  COLOR  &  CHEMICAL  CO.,  NEWARK,  N.  J. 

The  Chairman.  You  are  in  the  dye  business,  Mr.  Metz  ? 
Mr.  Mbtz.  I  am  in  the  business  of  manufacturing  dyes  tuffs  and 
harmaceutical  goods,  at  Newark,  N.  J.,  and  Brooklyn,  N.  Y.;  amon^ 
dem  salvarsan,  the  606  specific,  and  those  other  highly  organized 
roducts  so  often  referred  to  which  are  manufactured  m  large  plants 
a  this  side  owned  and  operated  before  and  since  the  war  by  my 
ompanies. 

The  Chairman.  Will  you  state  your  views  on  this  matter,  Mr. 
letzl 

Mr.  Mbtz.  I  am  entirely  in  accord  with  any  proposition  that  will 
;ive  the  American  industry  ample  protection.  We  need  the  in- 
lustry;  we  must  have  it.  I  was  an  importer  as  well  as  manufacturer 
before  the  war,  and  have  been  in  the  business  nearly  40  years  handling 
lyestuffs.  I  do  not  want  to  see  my  plants  scrapped.  They  will  not 
lave  to  be  scrapped  if  we  are  given  proper  protection  and  which  will 
it  the  same  time  give  the  consumer  those  ayes  which  he  needs,  if  he 
s  willing  to  pay  for  them. 

We  are  at  the  present  time  making  90  per  cent  of  the  dyes  used  in 
this  country.  Out  of  the  number  mentioned  by  Gen.  Fries,  three- 
fourths  are  used  only  in  a  comparatively  small  way.  The  essential 
dyes  are  being  made,  but  there  are  certain  special  dyes  that  are  not 
being  made  here.  Some  of  them  I  do  not  believe  ever  will  be  made 
here,  because  they  can  not  be  made  economically.  If  we  can't 
import  them  then  those  dyes  will  be  available  to  other  countries,  and 
textiles  will  be  dyed  with  those  dyes  and  sent  here  on  the  fiber 
instead  of  being  made  here. 

I  do  not  believe  our  dye  men  are  bothering  enough  about  that. 
We  heard  it  said  that  they  could  be  made  in  two  years,  but  we 
haven't  got  them  in  six  years,  because  we  do  not  produce  anthracene 
in  sufficient  quantity  at  a  price  to  warrant  makinjj  those  colors. 

We  are  down  to-day  to  the  prewar  price  of  the  imported  goods  on 
some  of  the  colors.  Three  colors  constitute  about  50  per  cent  of  all 
those  used  in  this  country — sulphur  black,  direct  black,  and  indigo. 
Indigo  has  dropped  within  the  last  10  days;  it  has  dropped  gradually 
since  the  first  of  the  year  from  70  doAvn  to  40,  and  I  understand  it  is 
offered  below  40  cents  to-day,  and  that  you  can  buy  it  for  35  cents. 
The  ingredients  entering  into  it  have  not  dropped  in  proportion,, 
showing  that  the  margin  of  profit  has  been  cut  and  that  consumers 
are  coming  into  their  own. 

The  plants  built  by  myself  and  others  have  been  or  should  have 
been  cnarged  off  in  profits  long  ago.  The  expensive  research  work 
we  hear  so  much  about  has  been  paid  for  bv  the  Government,  because 
it  was  taken  out  of  expenses  and  chargecl  off  in  income  and  excess- 
profits  taxes.  We  should  not  have  to  pay  interest  on  big  invest- 
ments which  have  been  amortized.  My  plants  have  grown  enor- 
mously,   because    the   profits   went   back    into    them. 

I  did  not  pay  it  all  out  in  dividends  nor  put  all  the  profits  in  our 
pockets,  and  others  who  did  the  same  thing  have  no  business  kick 
coming  and  are  protected  to  that  extent  for  all  time;  that  is  my 
position  as  a  manufacturer. 
Senator  Calder.  You  are  also  an  importer  of  dyestuffs? 
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Mr.  Metz.  I  am  an  importer  to  the  extent  that  others  are  importer. 
I  get  the  licenses  from  our  customers,  and  I  import  on  orders  for  th#-i. 

Senator  Watson.  You  imported  largely  beiore  the  war  ? 

Mr.  Metz.  Very  largely.     I  also  made  colors  long  before  the  w: 
however,    and    on    certam    things   which   we   competed   with   \. 
imported.     We  also  exported.     Some  colors  were  exported  all  ot»- 
the  world  before  the  war,  for  there  were  a  few  colors  we  did  ma- 
and  export.     We  were  not  producing  much  benzol  then ;  but  sid' 
our  coke  ovens  were  rebuilt  benzol  is  now  produced  by  the  ovens  ai . 
we  can  not  stop  it.     When  the  steel  industry  starts  up,  there  will  '- 
benzol  enough  to  flood  the  country. 

There  is  so  much  stress  laid  on  what  the  dye  industry  uses  thai . 
brought  with  me  a  list  issued  by  the  Koppers  Products  C5o.,  of  Pit*- 
burgn,  showing  for  what  others  benzol  is  used,  which  reads  [readini: 

Benzol — Koppers. — ^When   buying  benzol,    toluol,    or  solvent  naphtha   rpf^.t 
"Koppers."    Over  half  produced  by  the  Koppers  process. 

Benzol,  toluol,  and  solvent  naphtha  are  being  used  by  the  more  progreeBive  mar . 
^turers  engaged  in  the  following  lines  of  business: 

Rubber  gowls,  tires,  tubes,  rubber  cements,  paints,  varnishes,  laccjuers.  s*.!. 
cotton  solutions,  bronzing  liquids,  paint  removers,  varnish  stains,  furniture  polish  - 
metal  polishes,  floor  waxes,  enamels,  turpentine  substitutes,  shingle  stains.  ▼«- 
preservatives,  bitumastics,  roofing  cements,  road  compounds,  electrical  insuU'  . 
varnishes,  artificial  leather,  printing  inks,  intermediates,  dyes,  leather  goods,  naf-i  .'^ 
soaps,  disinfectants,  emulsions,  sweeping  compounds,  show  polishes,  carbon  remo*.'- 
leather  dressings,  solvents  for  waxes,  cans  ana  food  containers,  impregnating  u!^'*'  * 
boards,  wall  boards^  brake  linings,  extraction  work  of  all  kinds,  alkaloids,  re*^*  -- 
of  vegetable  and  anmial  oils,  coconut  extraction,  d^reaeing  garbage,  bone,  hide  t. 
hair,  rosin  extraction,  dry  cleaning,  cleaning  preparations,  mineral  flotations  tc    * 
fuel,  fuel  gas,  pharmaceuticals,  perfumes,  organic  chemicals,  photographic  devel*f»' 
denatured   alcohol,   explosives,   chlorinatea,   nitrated  and  sulphonated   prpd>  '. 
linoleum,  oilcloth,  printing  press  and  type  cleaning. 

There  are  a  thousand  other  uses  besides  dyestuffs  for  benzol.  If  *- 
dyestuff  plants  stopped  to-morrow  they  would  still  hare  use?  f  • 
benzol,  and  the  same  holds  as  regards  toluol  and  the  other  crj-v- 
used  for  dyestuffs.  Benzol  and  toluol  to  be  used  for  explosives  mu** 
be  nitrated. 

Of  the  80  plants  mentioned,  there  are  not  8  that  can  do  nit  rat  ': 
on  a  scale  available  for  explosives.  The  people  who  have  nitra*  •: 
plants  are  the  powder  concerns  and  the  people  who  make  the  ''do> 
so  called,  for  artificial  leather,  who  nitrate  cotton.  Those  are  t  • 
plants  that  can  be  converted  into  munition  plants.  The  averaj 
dye  plant  is  not  any  more  fit  for  producing  dyestuffs  or  poison  ;:■- 
than  a  brewery.  I  make  chloropicrin,  but  it  is  a  laboratory  prop*?  - 
tion.     I  produce  it  in  order  to  maKc  certain  pharmaceuticals.    CM  r 

f)icrin  is  made  practically  in  a  laboratory  way,  unless  you  do  it  ^r. 
arge  scale  as  tne  Government  does  it. 

In  regard  to  phosgene  gas;  I  wrote  abroad  to  find  out  how  ni : 
phosgene  is  used.     Phosgene  is  used  in  about  four  colors,  and  that  • 
all.     I  wanted  to  know  how  much  we  were  producing  and  how  mu- 
was  produced  abroad.     I  found  there  practically  only  one  other  p:- ' 
makmg  phosgene,  and  that  would  be  the  Badische,  because  they  ! 
the  patents  on  these  particular  colors,  and  one  plant  in  Switzrr!.* 
made  them  also. 

My  information  is  that  in  1913  204  tons  were  used  for  colon-  .v 
intermediates,   and   then  Germany  practically  suppUed  the  wf 
world  with  the  products  made  with  phosgene.     In  1920  only  W  u ' » 
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w^ere  produced.  That  isn't  enough  for  one  charge  in  war.  Our 
records  show  that  the  United  States  produced  in  1918  1,616  tons  of 
phosgene,  and  it  shows  that  no  plant  then  making  colors  made 
phosgene.  I  built  a  small  plant  in  Rahway  to  make  it,  but  never 
started  it,  for  as  soon  as  the  armistice  came  I  could  get  all  I  wanted 
From  the  Grovemment  plant  if  I  would  only  cart  it  away,  because  it 
&an '  t  be  handled  by  freight.  They  have  enough  to  supply  the  country 
for  dye  purposes  for  the  next  generation. 

Chlorine  we  manufactured  before  the  war  and  were  the  largest 
producers  and  exported  a  large  amount.  There  is  more  chlorine 
used  for  paper  manufacturing  and  disinfecting  than  in  all  other  lines 
put  together. 

The  same  thing  is  true  in  regard  to  picric  acid.  There  is  enough 
picric  left  from  the  war  to  last  the  dye  men  for  years.  Chlopicrin  is 
made  of  picric  acid  and  chlorine.  Phosgene  is  not  a  coal-tar  product ; 
phosgene  is  made  of  carbonic  acid  and  chlorine.  It  is  not  a  coal-tar 
product  at  all.  It  is  used  in  the  dyes  tuff  industry  for  three  or  four 
colors,  and  those  can  be  substituted.  Auramine,  the  chief  one,  is 
used  in  paper  making  to  a  large  extent.  Crystal  violet  is  used  for 
typewriter  ribbons  and  purple  pencils. 

Senator  Watson.  You  have  been  for  years  an  importer  and  an 
importer  on  a  large  scale  ? 
ilr.  Metz.  Yes,  sir;  and  from  all  producing  countries. 
Senator  Watson.  And  you  are  now  manufiicturing  and  have  been 
since  the  beginning  of  the  war  ? 
Mr.  Metz.  Yes,  sir. 

Senator  Watson.  Is  it  your  opinion  that  this  industry  can  be 
protected  without  the  embargo  ? 

Mr.  Metz.  I  beheve  that  you  can  protect  it  by  a  specific  and  an ' 
ad  valorem  duty.     Increased  cost  of  dye  does  not  have  much  bearing 
in  the  last  analysis  on  most  fibers,  but  on  some — ^for  instance,  cheap 
cottons  dyes  with  indigo — ^it  does. 

Let  us  take  indigo.  Indigo  was  sold  at  12  cents,  without  duty, 
before  the  war,  and  10  pounds  of  indigo  to  dye  100  pounds  of  cotton 
made  the  cost  of  dyeing  IJ  cents  a  pound  for  dye.  It  is  used  largely 
on  denims,  cheap  cotton  goods,  made  in  the  South,  and  used  for 
overaJls.  The  biggest  plant  is  at  Greensboro,  N.  C.  Their  business 
is  largely  export.  These  denims  dyed  with  indigo  would  cost  H 
cents  for  dye;  at  60  cents  for  indigo  it  would  be  6  cents  a  pound  for 
dye,  which  is  very  materially  higher.  If  you  figure  40  cents  a  pound 
for  cotton,  it  is  not  so  much,  as  when  you  get  down  to  10  or  12  cents 
cotton,  and  it  puts  you  out  of  business  in  competition  with  England 
or  other  coim tries  having  cheaper  indigo;  they  will  have  the  export 
trade  then  and  you  will  not. 

The  manufacturer  can  stand  higher  priced  dyes  on  other  higher 
priced  eoods,  and  if  he  wants  a  certain  dye  to  produce  a  certain  re- 
sult, which  he  can  stand  behind,  he  can  not  take  ^^  something  just 
as  good;'*  he  must  have  the  color  he  wants  and  ought  to  be  aole  to 
get  it  without  a  lot  of  ailment  and  delay. 

Licenses  for  the  import  of  dyes  are  given  out  by  the  War  Trade 
Board  section,  and  1  want  to  say  that  I  have  no  criticism  of  the 
hnctioning  of  the  War  Trade  Board  as  its  bureau  is  constituted. 
They  try  to  be  reasonable.  I  want  to  say  now  that  we  ought  to  do 
something  to  extend  its  functions  over  the  indefinite  period  from 
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August  28  until  a  permanent  rate  is  fixed  for  the  protection  of  12.' 
dye  industry. 

I  am  not  afraid  of  being  swamped  by  German  dyes.  The  Genius* 
have  not  got  the  dyes,  no  matter  what  they  tell  you.  I  was  orr- 
there  last  year,  and  saw  them  all  for  myself.  They  have  doubi*-: 
their  plants,  but  they  were  doubled  because  they  had  to  make  syrr- 
thetic  alcohol  and  acetic  acid  from  carbide,  fertilizers,  synthetic  tt;.'- 
ber,  gums,  and  shellacs.  They  could  not  get  those  outside,  and  th»- 
did  not  do  a  solitary  thing  in  tne  way  of  new  colors  or  new  mediciDA^* 

In  the  matter  of  pharmaceuticals,  I  sent  an  order  in  1920  to  Ger- 
many for  10  pounds  of  orthoform,  an  anesthetic,  and  they  did  n- 
have  it  in  all  Germany.     They  had.  stopped  manuf  acturingand  w^** 
making  things  more  essential.     The  dye  plants  made  war  produ<*- 
because  they  were  acid  manufacturers. 

Senator  Calder.  They  can  manufacture  them  eventually  ? 

Mr.  Metz.  We  have  been  shipping  wood  alcohol  and  other  ra» 
materials  to  Germany;  we  have  been  shipping  formaldehyde  to  ib* 
other  side.  There  are  many  raw  materials  they  have  not  got.  T\ir} 
have  not  got  the  coal;  their  plants  are  not  running  over  a  thir: 
capacity. 

Senator  Calder.  But  they  can  get  the  coal. 

Mr.  Metz.  Eventually  they  can.  But  give  us  protection  a^ains: 
that,  but  do  not  say  we  can  not  get  what  we  want  if  we  are  willinj 
to  pay  for  it.  I  am  making  novocaine  and  salvarsan,  or  6-0-6,  iHa' 
you  have  heard  so  much  about. 

Senator  Watson.  Is  that  a  coal-tar  product  ? 

Mr.  Metz.  It  is  to  a  small  extent  from  aniline,  with  arsenic:  an*: 
that  is  all  the  coal  tar  there  is  in  it.     After  that  you  get  away  fn»m 
*  coal  tar. 

Senator  Watson.  It  was  discovered  in  the  dve  industrv,  was  it  nni  ■ 

Mr.  Metz.  It  was  not  discovered  in  the  dye  industry.  It  wb> 
discovered  by  Ehrlich  and  because  he  used  a  coal  tar  preparation,  tb- 
dye  people  made  it.  That  price  was  $2.50  for  six-tentns  of  a  gntn: 
bc^forc  tne  war.     I  sold  it  here. 

.Senator  Calder.  You  were  the  sole  agent  ? 

Mr.  Metz.  I  was  the  sole  agent.  They  paid  40  per  cent  royal:* 
to  Ehrlich,  for  the  Speyer-House,  which  is  like  the  RockeifelW 
Foundation  here,  and  the  duty  was  25  per  cent.  I  am  makin?  r 
haro,  now  under  license  and  my  last  price  was  27  cents,  for  the  sam- 
quantity,  to  the  United  States  Government. 

Senator  Calder.  When  was  that  ? 

Mr.  Metz.  Lately;  on  the  last  contract.  Several  concerns  look  :* 
up  under  license  from  the  Federal  Trade  Commission  on  a  5  percen* 
royalty.  Practically  an  agreement  was  made  with  the  Puhli*^ 
Health  Service  that  a  dollar  a  dose  would  be  a  fair  price  to  the  &»t- 
ernment  for  war  purposes.  The  Army  had  about  400,000  do«^ 
Sypliilis  is  not  like  malaria  or  a  cold  in  the  head,  and  will  not  core  ix»V 
and  I  made  up  my  mind  that  the  more  I  could  extend  the  u«e  «rf 
salvarsan  the  oetter  it  would  be  for  mankind;  and  to-day  the  Gov- 
ernment is  buying  it,  and  clinics  are  enforcing  its  use  and  doinf  '^ 
free. 

Senator  Calder.  Buying  it  at  27  cents  ? 

Mr.  Metz.  At  27  cents. 


TABIFF — ^DYBS  EMBABGO.  541 

Senator  Cajldse.  Before  the  war  how  much  was  it  ? 
Mr.  MsTz.  $2.50;  that  was  the  price.     It  went  from  that  up  to 
>4.oO  in  single  doses  to  physicians,  but  speculators  cornered  it  ana  got 
(25  and  S50  for  a  dose  early  in  the  war. 

Senator  Caldes.  Were  you  the  importer  sellii^  it  to  the  Govern- 
nent  before  the  war  i 
Mr.  Metz.  Certainly.    They  paid  the  same  price  as  anybody  else. 
Senator  Calder.  What  was  tne  Govemmejit  paying  you  before  the 
war? 

Mr.  Metz.  About  the  same,  the  best  wholesale  price,  about  $2.50, 
unless  they  saved  the  duty. 
Senator  Watson.  It  was  made  abroad  ? 
Mr.  Metz.  Made  in  Giermany  by  the  patentees. 
Senator  Calder.  Is  this  the  same  article  you  are  making  here  ? 
Mr.  Metz.  It  is  the  same  article  exactly. 

Senator  Calder.  How  many  licenses  are  there  for  manufacturing  ? 
Mr.  Metz.  Three  or  four  licenses  from  the  Federal  Trade  Com- 
nussion  and  two  or  three  from  the  Chemical  Foundation,  which  took 
over  the  patents,  with  4,500  others.  I  am  not  making  anything  on 
what  I  sell  the  Government,  but  I  am  simply  mentionmg  it  to  snow 
what  we  can  do. 

The  labor  cost  is  enormous  on  that  stuff,  and  whether  it  competes 
with  us  or  not,  and  no  naatter  what  price  thwput  upon  the  German 
stuff,  if  a  man  has  syphilis  and  wants  the  Geranm  product,  but  is 
comp^ed  to  use  something  said  to  be  just  as  good,  we  will  get  the 
blame  for  it  if  he  is  not  cured.  There  is  psychology  involved  in  the 
matter;  the  man  ought  to  get  the  German  goods  if  he  thinks  they  will 
cure  him.  Within  the  last  two  months  I  nave  imported  some  of  the 
German  stuff,  and  it  cost  me  56  cents  to  lay  it  down  here. 
Senator  Smoot.  Is  it  anv  better  ? 

Mr.  Metz.  I  do  not  think  it  is  as  good.    It  is  just  as  efficient,  but 
our  stuff  is  more  thoroughly  tested;  it  is  tested  three  times.    It  is 
first  tested  in  our  own  laboratorv.    I  have  three  men  from  the  Public 
Health  Service  for  research  wort.     I  endeavor  to  get  the  best  service 
I  can  for  that  purpose.    As  I  said,  it  is  first  tested  in  our  own  labora- 
tory, where  it  has  to  pass  a  certain  test.    Five  rate  are  injected. 
Those  rats  must  live  48  hours.    If  more  than  60  per  cent  die,  the  stuff 
is  rejected.    Then  we  send  it  to  the  Columbia  University  and  it  is 
again  tested.    Then  it  is  tested  again  in  Washington.    There  the  test 
is  very  severe. 
Senator  Watson.  Do  you  want  this  rat  industry  protected  ? 
Mr.  Metz.  I  think  the  rats  are  quite  able  to  take  care  of  themselves. 
Senator  La  Follette.  We  can  put  it  in  this  bill  if  you  want  it? 
Mr.  Metz.  Well,  everything  else  is  in  it.    We  have  a  more  severe 
test  tlian  the  Germans  have.    Oiu*  product  will  test  higher  than  the 
German  stuff.    A  rat  may  live  at  300  with  the  official  test  200.    We 
have  to  get  the  purest  possible  product.     It  takes  50,000  pounds  of 
material  to  make  100  pounds  ol  salvarsan,  and  there  is  not  a  single 
ounce  of  by-product.    If  it  goes  in  your  veins  and  it  is  wrong,  you  are 
dead.    Even  without  embargo  there  are  to-day  restrictions  against 
bringing  this  material  into  the  country.    The  Chemical  Foundation 
told  the  patents  and  the  Public  Health  Service  prescribes  regula- 
tions, so  there  is  ample  protection  for  the  manufacturer.    I  put 
originally  $100,000  in  my  plant  to  make  salvarsan.     I  have  over  a 
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half  miUion  dollars  invested  in  it  to-day  and  it  pays  a  good  pn^: 
but  for  the  physiological  reasons  stated,  the  German  product  ou^f/ 
to  be  availaole. 

Senator  Watson.  You  still  import  some  German  dyes,  do  you  n«»!  • 

Mr.  Mjettz.  Only  on  licenses  granted  to  consumers. 

Senator  McLean.  What  percentages  of  your  ttimover  do  y*^i 
import  ? 

Mr.   Metz.  Dyes? 

Senator  McLean.  Yes,  sir. 

Mr.  Metz.  I  suppose  altogether  there  is  about  10  per  cent  iil- 
portable  colors  still  on  the  list  coming  in. 

Senator  McLean.  Of  your  own  busmess  what  percentage  of  you*^ 
annual  turnover  do  you  import.  Either  for  yourself  or  actincr  a.- 
agent? 

Mr.  Metz.  I  can  not  import  for  myself.  I  import  as  an  age:/ 
only.  All  dyes  from  Germany  come  in  that  way.  The  Swiss  ran-f 
to  dealers. 

Senator  Watson.  What  company  do  you  represent? 

Mr.  Metz.  I  represented  the  Hoechs  plant,  one  of  the  so-call^: 
Big  Six. 

Senator  Caldeb.  What  was  the  value  in  money  on  the  dy6^  v--. 
manufactured  last  year  in  yoiu:  own  business  ? 

Mr.  Metz.  I  can  not  tell  you  oflf  hand.  I  could  give  you  the  exif 
figures  later.  Last  year  was  an  oflf  year.  We  were  shut  down  hml* 
the  time.  I  do  not  suppose  my  entire  manufacturing  business  la>t 
year  amounted  to  over  $3,000,000  or  $4,000,000. 

Senator  Oalder.  How  much  did  you  import? 

Mr.  Metz.  A  very  small  amount.  I  suppose  if  we  did  $250.0** 
worth  of  business  altogether  since  we  started  importing,  it  is  not  * 
whole  lot. 

Senator  La  Follette.  Since  what  time  ? 

Mr.  Metz.  Some  of  the  goods  ordered  in  the  spring  of  1920  are  n^: 
here  yet.    They  have  not  got  the  stuff,  gentlemen. 

Senator  Walsh.  How  many  employees  have  you  I 

Mr.  Metz.  In  my  dye  plant?  I  suppose  I  have  about  200  men  in 
the  Central,  about  150  in  the  Consolidated,  and  in  the  Labormtonr- 
about  200,  but  there  most  of  them  are  women. 

Senator  Walsh.  How  many  are  there  in  the  whole  industry  tha: 
would  be  aflFected  by  this  legislation  ? 

Mr.  Metz.  That  is  hard  to  tell.  I  do  not  know  what  the  Nationo. 
has  now.  There  has  been  a  combination  with  the  General  Chemir*. 
and  the  Barret  companies,  and  a  very  proper  one  for  this  countr 
to  have. 

They  talk  about  the  embargo  in  England  and  France.  I  have  leiu-r- 
to-day  from  England  oflFering  German  dyes  and  letters  from  Fran*-* 
oflFering  reparation  dyes.  The  English  went  into  Germany  and  bougl ' 
up  a  two  years'  supply  before  they  made  the  embargo.  That  is  wm 
they  have  an  embargo.  The  English  are  always  on  the  job  and  »' 
are  not.  I  ha\e  oficrs  to-day  for  German  dye  from  English  dealer 
and  if  you  will  send  for  the  records  of  the  War  Trade  Board  you  »i» 
find  that  permits  are  bein^  given  right  along  to  brin^  over  th^s* 
German  colors  from  England.  I  have  a  list  of  the  French  repantJi*^ 
goods  and  the  Italian  reparation  goods,  all  of  which  can  be  duni(H^ 
in  here,  if  you  do  not  pronibit  them. 
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Senator  Smoot.  What  about  Japan  ? 

Mr.  Metz.  Japan  is  still  buying.  I  suppose  you  saw  the  list  of 
ports  bv  these  poor  fellows  that  were  goin^  out  of  business  this  last 
me.  Tney  still  succeeded  in  doing  a  little  business  in  the  export 
le.  This  is  up  to  date.  It  was  400  and  some  odd  thousand  dollars 
Drth  which  we  still  exported  this  June,  although  we  are  talking 
)out  going  out  of  business.  This  is  from  the  record  of  the  Depart- 
ent  of  Commerce  sent  out  by  the  Dyes  Institute.  I  have  no  ob- 
ction  to  exporting  all  we  can;  it  shows  we  can  compete  against 
erman  goods  in  other  countries,  even  if  we  are  scared  to  death  here. 
Senator  Simmons.  This  closing  down  of  factories  that  we  have  been 
taring  so  much. about  and  this  slumping  of  price  in  this  country  are 
3t  due  to  any  foreign  competition  ? 

ilr.  Metz.  It  is  due  to  the  fact  that  our  mills  were  not  consuming. 
7e  were  all  loaded  up  on  olive  drab  and  khaki.  I  have  enough  dye 
►r  olive  drab  and  khaki  to  clothe  the  armies  of  the  world  for  the  next 

0  3^ears  which  nobody  wants  to-day.  That  dye  decomposes  in  time, 
fe  had  to  have  it  on  hand  to  keep  the  mills  going,  and  when  the  war 
topped — biff. 

Senator  Simmons.  You  were  somewhat  in  the  same  condition  with 
ae  cotton  growers  in  the  South  ? 

Mr.  Metz.  Certainly.  I  am  willing  to  practically  give  away  this 
live  drab. 

Senator  Walsh.  You  ought  to  start  a  propaganda. 

Mr.  Metz.  There  is  enough  without  tnat.  I  do  not  think  it  is 
lecessary  to  spring  that  kind  of  stuff  on  the  public-  I  am  in  the 
iiilitary  branch  myself  and  hold  the  rank  of  colonel  still.  American 
lye  makers  exported  in  June  four  hundred  and  some  thousand 
loUars  worth,  and  Japan  took  two  hundred  and  twenty  odd  thousand 
lollars  worth.    That  does  not  show  that  we  are  going  out  of  business. 

Senator  McCumber.  We  exported  that  during  what  period  ? 

Mr.  Metz.  During  the  month  of  June  of  this  year.  I  have  a  list 
lere  of  the  colors  that  France  and  Italv  are  offering  to  this  coimtry. 
[  have  here  a  letter  from  England,  from  Harry  Heymann,  of  Bradford, 
inder  date  of  May  21,  1921,  offering  German  colors.     He  says: 

I  thank  you  for  your  letter  of  the  10th  instant,  and  beg  to  state  in  reply  that  I  am  in 

1  favorable  position  to  deal  \*ith  any  inquiries  wliit'h  you  may  be  good  enough  to 
'ubmit  to  me,  either  by  letter  or  cable,  for  all  classes  of  aniline  colors  of  German 
mgin,  and  to  guarantee  all  deliveries  to  be  standard  European  types  in  maker's 
mianal  packages. 

I  have  already  been  dealing  with  important  inquiries  from  your  country  and  have 
done  some  very  large  business. 

That  is  in  spite  of  the  embargo  in  England.  There  have  been 
licenses  granted  right  along  for  colors  from  England  that  are  not 
made  here  that  are  being  sold  below  the  German  prices. 

Senator  Walsh.  And  were  originally  bought  in  Germany  ? 

Mr.  Metz.  Certainly,  and  sold  as  German  goods. 

Senator  McCumber.  Were  they  not  taken  as  part  of  the  repara- 
tion? 

ilr.  Metz.  No,  sir.  They  were  bought  by  the  dye  consumers,  of 
England.  They  sent  a  commission  over  to  Germany  and  bought  up 
a  two-years  supply,  and  I  was  told  that  the  reason  they  put  an 
embargo  on  was  to  protect  those  people  who  had  those  dyes.  Efngland 
caa  take  off  an  embargo  to-morrow  the  same  as  she  puts  it  on  by  an 
order  in  council.     We  can  not  do  that;  we  have  to  come  to  Congress. 
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Senator  Smoot.  How  are  the  prices  offered  by  Ene^land  I 

Mr.  Metz.  I  am  coming  to  that.  I  have  talicen  the  Grennan  cf>* 
price  of  goods.  I  have  taken  from  the  records  goods  that  we  t- 
making  here,  the  German  mark  price  and  the  German  selling  pn^' 
I  cabled  for  prices,  asking  for  the  export  price  and  the  German  nu::- 
price.  We  formerly  paia  duty  on  the  German  mark  price,  which  « i- 
much  less  than  the  price  we  paid  in  dollars.  That  was  not  fair  «i'. 
has  been  overcome  m  the  emergency  tariff.  I  find  that  the  avenj- 
cost  price  abroad  on  the  average  color  is  one  and  one-half  times  <••.'.• 
the  prewar  price  of  the  cost  of  manufacture.  If  you  will  get  tt  ■ 
reparation  list  you  will  find,  if  you  multiply  by  four,  the  amount  * 
each  color  they  made.  In  tnat  list  is  given  the  Tninimnin  price,  thr.r 
cost  price,  practically. 

Senator  Smoot.  What  I  wanted  to  get  at  was  this:  If  Engln: . 
has  bought  a  two  year's  supply  of  dyes  from  Germany,  and  Fran^ 
has  the  reparation  dyes  on  nand,  and  Italy  has  them,  and  thev  ar 
offering  them  in  this  country,  if  they  are  offering  them  at  a  price,  ^^s*- 
half  of  what  the  American  price  is,  the  manuiacturer  will  want  i* 
embargo  against  those  goods.  What  are  the  prices  that  thej  at* 
offering  ? 

Mr.  Metz.  Goods  that  are  made  here  can  not  come  in  at  pres^D* 
On  the  goods  that  are  coming  in  the  prices  are,  under  the  prcsf*' 
tariff,  lower;  but  the  German  price  for  manufacturing,  given  in  il- 
reparation  list,  compared  with  my  prewar  prices  is  one-and-«-lu- 
times,  figured  at  the  old  rate  for  marks.  In  other  words,  convertr: 
into  douars,  the  price  to-day  of  making  is  one-and-a-half  Um^ 
greater  than  it  was  before  the  war.  Here  it  would  be  about  75  ceo-* 
against  $1.25.  If  we  take  the  cheapest  colors — and  the  bulk  of  tbez 
will  never  be  brought  in  again  anyway — and  put  on  a  specific  dutj 
of  10  cents  a  pound  and  35  per  cent  ad  valorem,  it  is  an  embanr 
If  you  take  the  American  valuation  to-day,  the  price  at  which  tt; 
are  sold  here,  and  put  on  a  duty  on  that  basis,  or  take  the  \Lo6r^ 
amendment,  it  is  absolutely  an  embargo  for  everything  made  in  tii.* 
country.  The  specific  rate  can  be  increased  as  the  value  of  the  coi^: 
increases. 

Senator  Smoot.  The  manufacturers  or  users  of  dyestuffs  are  n-  * 
complaining  so  much  about  the  rate  of  duty  put  on  the  goods  as  th«? 
are  complaming  about  the  embargo  itself  ? 

Mr.  Metz.  Absolutely. 

Senator  Walsh.  Do  I  understand  the  witness  to  say  that  Ci-- 
withstanding  the  American  valuation  plan  in  this  bill  it  amount « 
an  embargo  on  all  goods  as  well  as  dyes  ? 

Mr.  Metz.  I  should  think  the  American  valuation  as  such  wocii 
be  very  hard  to  administer,  but  it  can  be  administered  in  the  chemi^'^ 
line,  because  we  know  what  the  prices  are. 

Senator  Walsh.  It  is  an  embargo  ? 

Mr.  Metz.  It  is  an  embargo  on  goods  made  here.  ^ 

Senator  Smoot.  Providing  that  the  rate  b  as  high  as  you  Iut« 
stated. 

Mr.  Metz.  Yes. 

Senator  Smoot.  It  is  not  an  embargo  in  itself,  but  it  can  be  ma*' 
an  embargo  by  having  the  ad  valorem  rate  high  enough  i 
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Mx.  Metz.  Yes ;  but  it  will  be  practically  an  embargo  on  what  we 
Are  making  here  now  because  they  are  within  reach  of  a  reasonable. 
price. 

There  is  another  point  I  wish  to  make  and  that  is  on  the  subject 
of  the  license  system.  The  Amoskeage  manufacturers  put  out  a 
certain  blue.     It  was  a  German  color.    They  wanted  20,000  pounds 

f»f  this  particular  blue.  Our  manufacturers  have  to  make  up  goods 
or  the  full  season.  They  ordered  20,000  pounds  of  this  stuff.  By 
the  time  it  got  hei-e  the  season  was  ended.  I  had  to  pay  for  the  stun 
on  the  other  side  before  it  was  shipped.  We  are  trymg  to  peddle 
that  stuff  out  to  other  mills. 

Senator  Walsh.  The  Amoskeage  Mills  are  very  much  opposed  to 
the  embaigo? 

Mr.  Metz.  All  the  big  mills  are  opposed  to  it. 

Senator  Walsh.  The  textile  industry  is  against  the  embargo  t 

Mr.  Metz.  Yes,  sir;  they  are  against  it.  ^ 

Senator  Walsh.  That  is  because  there  are  certain  colors  that  they 
need  that  are  not  produced  in  America  ? 

Mr.  Mstz.  Yes.  Mr.  Waters  spoke  yesterday  of  colors  that  he 
used.  Well,  he  is  in  a  very  limited  line.  His  colors  are  made  here 
and  he  can  set  them.  Other  mills  want  colors  for  fancy  shirtings 
and  sunproof  and  laundry  goods. 

We  had  a  request  for  rhodamine  6-G,  which  is  a  color  used  very 
generally  by  print-goods  mills  down  East.  The  War  Trade  Board 
wrote  the  mill  that  they  could  get  information  from  the  Dye  Institute 
where  to  buy  the  goods  here.     A  man  with  a  little  plant  said,  ''My 

frice  is  $55  a  pound,  and  I  am  going  to  make  you  people  pay  for  what 
have  lost."  The  price  was  about  $6.50  on  imported  goods  at  the 
time  and  this  so-called  American  plant  wanted  $55.  The  import 
license  was  finally  granted.  Those  goods  have  since  come  into  the 
market  at  about  $10,  which  is  reasonable. 

Senator  McCumber.  Did  I  understand  you  to  say,  Mr.  Metz,  that 
the  Moses  amendment,  in  your  opinion,  would  constitute  an  embargo 
on  dyestuffs  i 

Mr.  Metz.  It  will  constitute  an  embargo  on  things  made  here. 
The  moment  you  apply  duties  under  the  Moses  amenomelnt  you  will 
keep  out  practically  everything  made  in  this  coimtry.  But  it  is 
better  than  an  embargo,  no  matter  how  high  it  is,  because  it  gives 
people  a  chance  to  get  whatever  they  want  u  they  are  willing  to  pay 
a  high  enough  price  for  it.  You  can  not  bring  them  in  at  prices  to 
compete  with  American  dtuff . 

Senator  Cai4D£B.  Except  the  things  that  are  not  made  here. 

Mr.  Metz.  There  is  a  point  that  I  did  not  touch  on  in  respect  to 
salvarsan.  To-day  this  is  the  result:  It  is  being  smuggled  in  by 
sailors,  stewards,  and  others  and  peddled  among  the  doctors,  who 
get  high  prices  for  it.  If  it  were  done  openly  there  would  be  no 
trouble,  ^ut  if  the  stuiF  sold  very  often  is  not  salvarsan,  it  is 
positively  deadly.  It  is  smuggled  in  from  Hamburg,  where  peddlers 
sell  it  as  narcotics  on  the  docKs.  Sometimes  it  gets  in  through  the 
tninks  of  passengers,  and  the  Government  loses  the  duty  besides. 

Senator  Walsh.  Mr.  Chairman,  it  is  now  12  o'clock  and  the  Senate 
is  about  to  meet.  This  witness  seems  to  be  very  well  informed  oa 
this  subject,  and  I  think  when  we  adjourn  we  ought  to  invite  him 
to  come  back  and  resume  his  statement. 

60713— 21— FT  9 3 
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The  Chairman.  It  will  be  impossible  to  hold  a  meeting  of 
committee  this  afternoon.     The  committee  regrets  very  much 
being  able  to  accommodate  to-day  the  gentlemen  who  are  here 
be  heard.     This  imanimous-consent  a^eement  still  continues  on 
floor  of  the  Senate  and  there  will  be  roll  calls  every  10  or  20  minul 
making  it  absolutely  necessary  for  the  committee  to  adjourn  unl 
to-morrow  at  10.30. 

Mr.  Metz.  Then  I  will  return  to-morrow  morning. 

Senator  Sutherland.  Before  we  adjourn,  Mr.  Chairman,  Mr. 
Silver,  who  is  present,  desires  to  file  some  papers. 

The  Chairman.  There  are  at  least  10  gentlemen  who  want  to  bt. 
heard  and  file  papers.  We  would  be  kept  here  an  hour  or  mon 
receiving  them.  The  supposition  is  that  every  gentleman  who  files  t 
paper  ought  to  permit  nimself  to  be  examined  if  need  be.  Merdj 
coming  up  and  ming  a  paper  is  a  practice  that  the  committee  reiJ^ 
frowns  upon. 

Senator  Sutherland.  Mr.  Silver  will  come  back  at  anv  time. 

The  Chairman.  Then,  Mr.  Silver,  suppose  you  come  in  to-morrov 
and  file  your  paper.  The  committee  may  want  to  ask  you  soma 
questions  about  it. 

The  Chair  understands  there  has  been  some  difliculty  about  tlw 
printing  of  the  table  submitted  by  Mr.  Doherty  day  before  yesterday, 
and  that  he  desires  to  file  an  explanatory  and  additional  statement, 
which,  without  objection,  may  be  printed  in  to-day's  proceedings  it 
this  point,  and  transferred  to  his  former  statement  m  the  revised 
record. 

(The  table  and  statement  referred  to  are  here  printed  in  full,  « 
follows :) 

Tabulated  Statement  Referred  to  on  Page  464,  Part  7,  Tariff  Hearings  oi 
American  Valuation,  Presented  by  Mr.  Thomas  J.  Dohertt. 

The  folloMdng  tabulated  Btatement  could  not  be  prepared  for  the  printer  in  time 
to  be  incorporated  in  Mr.  Doherty's  statement  beofinning  on  page  437  of  part  7, 
and  it  is  pnntofl  herewith.  This  statement  is,  in  fact,  a  summarj'  based  on  206  indi- 
vidual calculations  covorinj^  as  many  different  items  of  importations,  includinfr  I 
comprehensive  variety  of  goods.  On  this  tabulated  statement  the  items  are  num- 
bered, beginning  with  I  and  ending  with  206,  and  each  separate  entry  is  the  result  of 
a  detailed  calculation,  the  calculation  sheets  having  been  preserved,  so  that  they  cm 
be  referred  to  in  verification  of  the  summary. 

Of  necessity,  such  a  statement  as  this  must  be.  tr)  some  extent,  conjectural  l)eoiu« 
of  the  extreme  uncertainty  that  attends  computatioils  under  the  very  complicated 
system  containf»fl  in  the  Fordney  bill.  IJecaubC  the?  ])asi8  of  duty — that  is  to  say.  the 
value  upon  which  the  duty  will  be  as.«esso(l — is  the  selling  price  in  the  United  States, 
which  is  itself  a  composite  fitriire  made  up  of  many  factors,  and  each  figure  must  be 
resolved  into  those  separate  fa(•tor.^,  there  are  wholly  new  problems  in  cost  tiguriitf 
pn».sented.  However,  the  ])arti('ular  computations  summarized  here  represent  actual 
importations  at  actual  prices,  and  th(*  picture  here  presented  is  a  faithful  reproduc- 
tion of  what  will  happen  if  and  when  tliis  new  sv>tem  is  put  into  effect. 

The  ]>hrase  nst'<l  in  section  102  of  the  Fordney  l»ill.  "comparable  and  competiti\'*." 
completely  baflles  conjef  ture  as  to  its  meaning,  and  then*  is  no  pretense  made  hrt* 
that  I  how*  who  ]m»])ared  and  prt»s('nted  this  statement  have  mastered  the  difficulty. 
Kvery  «>tYort  was  made  to  s<.'(\iro  an  American  article  that  was  identical,  or  alipoA 
identical,  with  articles  of  import,  but  in  only  a  vt-ry  few  instances  could  such  rimi- 
larity  be  found  as  would  justify  the  ^tatenlent  that  the  gCHuls  were  comparable.    Itt 
column  !•">  of  the  tabulated  stat<»mont  ])errentag(  f*  ap])f  ar  at  intervals  which  renresenl 
the  a<i  valon^m  duty  upon  foreign  value  equivalent  to  the  duty  imposed  by  the 
Fordney  bill.     It  must  be  understoiHl  that  the.«<i'  j>ercentages  as  to  coin])arable  articlM 
are  given  with  reluctance  betausc.'  of  the  misgivings  in  respect  to  the  prinise  meaning 
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the  word  ''comparable/'  Taking,  for  example,  article  7,  which  is  a  toothbrush 
ide  in  prophylactic  style  by  a  well-known  American  concern  and  having  a  Japanese 
iinterpAit  to  the  extent  of  containing  bristles  of  uneven  length,  conservative 
uring  shows  that  the  new  duty  will  be  equivalent  to  124  per  cent  based  upon  the 
-eign  value.  The  dutv  under  the  present  law  is  35  per  cent  and  the  duty  under 
e  Payne-Aldrich  tariff  law  was  likewise  35  per  cent.  1  here  are  a  few  other  instances 
11  nd  where  an  American  counterpart  for  the  imported  article  was  made  the  sub- 
7i  of  calculation,  and  all  such  instances  are  in  cohmn  15. 

In  the  vast  majority  of  cases,  however,  no  American  article  that  could  truthfully 
»  aaid  to  be  comparable  was  found,  and  it  may  be  stated  that  this  is  representative 
the  ^ceneml  run  of  imports.  In  fact,  it  is  because  the  imported  article  presents 
me  different  features  from  the  domestic  article  that  the  imported  article  appears 
.  commerce  at  ail.  It  may  or  may  not  be  cheaper;  it  may  or  mav  not  be  more 
mmetrical  or  beautiful;  it  mav  or  mav  not  be  as  handv  or  convenient;  and  yet  it 
ay  have  some  feature  that  distinguishes  it  from  the  (domestic  article  and  which 
>peais  to  the  taste  of  a  sufficient  number  of  buvers  to  warrant  its  importation.  In 
le  true  sense  such  articles  are  neither  comparable  nor  competitive  because  they  go 
ong  side  by  side  and  each  finds  its  own  market. 

The  preparation  of  this  tabulated  statement  gave  a  very  practical  demonstration 
'  the  extreme  difficulty  business  men  will  have  in  forecasting  the  effect  of  the  tariff 
iw  upon  transactions  which  will  be  completed  in  the  future.  A  very  large  part  of 
itemational  commerce  is  made  up  of  import  orders;  that  is  to  say,  the  transactions 
ivolve  the  taking  of  orders  for  goods  which  are  made  to  order  but  which  will  not  be 
ut  upon  the  American  market  for  some  months  after  the  order  is  taken  and  buyer 
ad  seller  are  committed  to  a  price.  Notwithstanding  the  many  general  statements 
lat  have  been  made  to  the  effect  that  the  buyer  of  European  goods  knows  when  he 
uys  them  what  they  will  sell  for,  the  inexorable  fact  remains  that  that  certainty  is 
ased  on  the  knowledge  of  what  his  goods  are  going  to  cost  liim  landed.  Without 
bat  knowledge  it  is  utterly  impossible  for  either  buyer  or  seller  to  fix  a  price.  There 
re  too  many  possibilities  intervening  between  the  time  of  the  contract  and  the  time 
f  delivery  to  make  anything  like  certainty  possible.  It  is  well  known  that  the 
iomestic  market  is  subject  to  violent  fluctuations,  and  the  enterprise  and  inventive- 
lesp  of  Americans  are  equally  well  known.  Therefore,  the  American  market  may 
>e  totally  different  from  the  market  when  the  order  was  placed  and,  furthermore, 
Tticles  which  at  that  time  were  not  made  in  America  at  all  may  have  in  the  mean- 
ime  been  developed. 

Without  reviewing  this  tabulated  statement  in  detail,  attention  is  especially  invited 
o  column  14  and  to  column  16.  Column  14  shows  the  rate  of  duty  carried  by  the 
Pordney  bill  based  upon  domestic  valuations,  reduced  to  an  ad  valorem  based  upon 
Jie  foreign  market  value,  while  paragrai^h  16  shows  the  ad  valorem  duty  carried  upon 
the  same  article  under  the  Payne-Aldrich  law  of  1909.  A  comparison  of  these  two 
[Tolumns  and  of  column  15,  where  there  is  any  comparable  article,  shows  some  amazing 
increases  of  duty  over  the  act  of  1909.  These  ad  valorem  duties  are  higher  in  most 
instances  than  any  duty  that  was  ever  levied  by  any  tariff  act  in  this  country,  and  it  is 
coiTv^t  to  say  that  the  majority  of  them  are  higher  than  the  most  extreme  protec- 
doniat  ever  urged. 

Another  feature  noticeable  is  the  wide  discrepancy  between  the  extremes  of  these 
duties  without  any  apparent  reason  therefor,  it  is  manifest  from  this  that  the  rates, 
aa  fixed  in  this  bill,  have  absolutely  no  relation  to  the  economic  facts  and  to  the  com- 
mercial conditions  which  a  tariff  law  must  necessarily  take  into  account. 

It  may  be  that  the  relative  paucity  of  comparable  items  is  due,  not  only  to  the 
actual  lack  of  such  items,  but  also  to  the  extreme  difficulty  of  ascertaining  whether  or 
not  such  items  exist.  This  new  bill  apparently  puts  the  burden  upon  the  importer, 
at  the  risk  of  being  penalized  if  his  information  is  incorrect,  of  finding  whether  there 
are  articles  comparable  with  his  own  and,  if  so,  what  their  price  is  on  the  American 
market.  This  exacts  of  the  importer  an  impossible  task  in  tne  majority  of  instarces. 
The  United  States  is  a  very  larc?  country,  and  in  some  portions  of  the  country  theae 
is  a  demand  for  and  use  of  articles  that  are  never  found  m  other  parts  of  the  country. 
'Vn  importer  bringing  in  such  artiolee,  located  in  a  |)ortion  of  the  country  where  Ihey 
are  not  used,  would  be  utterly  at  a  loss  to  Hnrl  out  what  domestic-made  wares  were 
selling  for  on  the  American  marUot. 

Furthermorej  the  importer  could  depend  only  on  hearsay  for  any  information  of 
tliifi  kind,  and  it  seems  intolerable  that  ne  should  be  punished  by  heavy  fines  because 
J|he  information  that  is  given  to  him  is  inaccurate  and  is  found  to  be  so  by  the  appraiser. 
7^  law  retains  all  the  rigorous  featujes  of  the  old  law,  imposing  heavy  fines  upon  the 
^porter  in  cases  where  the  entered  value  is  incorrect.     Whatever  excuses  there  are 
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for  this  under  the  old  law,  baeed  upon  the  ground  that  the  importer  knew 
paid  for  his  ^oods  and  might  be  conceived  to  know  what  the  prevailing  fai«igii  vai'j^ 
were,  there  is  no  sound  reason  for  it  under  the  new  law  when  ^e  vmlues  upon  whM  i 
he  must  pay  duty  are  values  as  to  which  he  has  no  special  knowledge.  There  ia  zr 
human  agency  tnat  might  reasonably  be  expected  to  know  the  selling  prices  on  *J^  • 
American  market  of  all  commodities  except  the  United  States  Govonment.  It  bar 
poetxiiasters  in  every  hamlet  and  it  has  an  arm>r  of  other  employees,  collectors  d  r\^ 
toms,  collectors  of  internal  revenue,  and  a  myriad  of  other  subiordinatee,  and  the*  :- 
numerable,  attaches  of  the  various  departments  of  the  Government,  many  off  vfa--^ 
are  now  engaged  in  collecting  and  disseminating  what  purports  to  be  commodity  prir*« 
Simple  justice  would  require  the  Government  to  assume  the  burden  oiwacert 
and  proclaiming  prevailing  prices  for  the  guidance  of  its  citizens  who  impart 
and  for  the  guioance  of  the  customs  officials  who  appraise  them. 
With  this  explanation  the  tabulated  statement  is  printed. 
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TAEIFF— DYES  EMBAEGO. 


FBIDAY,  ATTaXJST  5,  1921. 

United  States  Senate, 
Committee  on  Finance, 

Washington^  D,  C. 

Xhe  committee  met,  pursuant  to  adjournment,  in  room  312,  Senate 
Office  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boies  Penrose  presiding. 

Present :  Senators  Penrose  (chairman),  McCumber,  Smoot,  La  FoT- 
lette,  Watson,  McLean,  Calder,  Simmons,  and  Sutherland. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Metz 
was  addressing  the  committee  at  the  time  of  adjournment  yesterday. 
He  is  to  conclude  his  remarks  this  morning.  Is  Mr.  Metz  here? 
I  After  a  pause.]    Mr.  Metz  does  not  seem  to  be  here. 

Mr.  Choate  is  here  and  will  kindly  address  the  committee  at  this 
time. 

Mr.  Choate.  Has  Mr.  Metz  finished  ? 

The  Chairman.  Mr.  Metz  is  not  here. 

Mr.  Choate.  I  want  to  say  just  a  few  words.  I  shall  take  about 
five  minutes  of  your  time. 

The  Chairman.  If  you  do  not  wish  to  go  on  now  we  will  go  ahead 
with  some  of  these  other  witnesses. 

Mr.  Choate.  I  think  I  might  as  well  go  on  now. 

The  Chairman.  I  wish  to  say  this  morning  that  it  is  very  im- 
portant for  the  witnesses' whose  names  appear  on  this  schedule  to^ 
remember  that  they  use,  during  the  course  of  their  remarks,  a  ^eat 
many  technical  phrases  with  which  the  stenographers  are  not  familiar 
and  which  are  naturally  difficult  to  understand.    Therefore,  I  sug- 
gest that  the  witnesses  speak  slowly  and  audibly  at  all  times  so  that 
the  stenographers  can  take  their  testimony.    I  hope  that  it  is  fully 
understock  by  everyone,  now  and  hereafter,  who  appears  before  the 
committee,  that  the  committee  is  extremely  anxious  to  have  the  pro- 
ceedings accurately  reported  in  the  language  of  the  witnesses,  and 
with  that  end  in  view  all  witnesses  appearing  before  the  committee 
may  correct  their  manuscripts,  so  that  every  gentleman  who  is  willing 
to  take  the  trouble  to  go  to  the  clerk  to  the  committee  may  ^t  his. 
manuscript  and  correct  the  proof.     He  may  have  all  the  time  he 
wants.   The  committee  will  hold  the  final  print  as  long  as  possible,  in 
order  that  these  very  important,  instructive,  and  interesting  pro- 
ceedings may  be  embodied  in  permanent  and  accurate  form.    The 
committee  hopes  it  will  have  the  cooperation  of  the  witnesses  and  the; 
taxpayers  in  this  matter. 

Now,  Mr.  Choate,  will  you  proceed  ? 
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STATEMENT  OF  ME.  JOS.  H.  CHOATE,  BEFBESENTDTO  THE 

AMEEICAN  DYES  INSTITTJTE. 

Mr.  Choatb.  To  save  the  time  of  the  committee- 


The  Chairman  (interposing).  You  submit  a  brief? 

Mr.  Choate.  Yes,  sir. 

The  Chairman.  Do  you  desire  to  have  this  brief  printed  ? 

Mr.  Choate.  As  to  that,  I  suppose  it  ought  to  form  a  part  of  (i- 
record,  because  it  is  the  only  comprehensive  statement  to  be  made  •■ 
our  side  of  the  case. 

The  Chairman.  Does  this  cover  testimony  given  at  the  last  hr.i: 
in^? 

jVIr.  Choate.  It  covers  testimony  given  at  the  last  hearing  an<l  n- 
matter  which  we  desire  to  present  now. 

The  Chairman.  In  your  opinion,  it  is  of  such  character  tlu(   ' 
should  be  reprinted  in  this  record  ? 

Mr.  Choahe.  I  think  it  should. 

The  Chair3ian.  The  stenographer  will  embody  it  in  the  renmi  i: 
this  point. 

(The  brief  referred  to  is  here  printed  in  full,  as  follows:) 

[Hearings  on  the  tariff  bUl,   H.  R.  7456,  before  the  Finance  Oommlttee  of   thr   I  ;  ' 

States  Senate.] 

Statement  for  Adequate  Protection  to  the  American  Coal-Tar  Chmlmv  •- 

Industbt. 

the  situatiow. 

The  tariff  bill  as  passed  by  the  House  leaves  the  coal-tar  cbemlcal  iodufrt 
without  any  substantial  protection.  The  duties  Imposed  of  7  cents  a  pound  ir  - 
30  per  cent  on  intermediates  and  7  cents  a  poimd  and  35  per  cent  on  dy<^  ai  ■ 
finished  products  are  conceded  to  be  utterly  Incapable  of  enabling  our  i^i-* 
industry  to  compete  with  the  Germans. 

The  bill  as  reported  by  the  Ways  and  Means  Ckmunlttee  contained.  In  additi'-* 
to  the  duties,  provisions  int^ided  to  furnish  Bubatantial  protection.    Tbf« 
excluded  altogether  for  a  period  of  three  years  all  such  coal-tor  products  o»»*.' 
than  crudes)  as  were  made  in  the  United  States  In  proper  quantity  and  qua!  " 
and  at  a  fair  price.    Provisions  based  on  similar  principles  had  been  rerre 
mended  by  the  Ways  and  Means  Committee,  passed  by  the  House,  and  adc{it<* 
by  this  committee  in  the  last  Congress,  after  hearings  at  which  many  buodrv*.* 
of  pages  of  testimony  were  taken  and  after  consideration  extending  over  nu* 
months.    The  reports  of  all  three  committees  show  that  each  separately  read--" 
the  conclusion  that  the  Industry  is  vital  to  our  country  and  that  no  len  dim*- ' 
form  of  protection  would  serve.    The  House,  after  a  debate  whlcli  <.XNiId  do<-  : 
the  nature  of  things,  cover  adequately  even  the  outstanding  features  of  * 
complex  a  subject,  first  adopted  the  special  protection  paragraphs  and  tb^y 
reversed  Itself,  rejecting  them  by  a  vote  of  only  208  to  IflS.     Thla  advw^ 
majority  included  substantially  all  the  Democrats,  so  that  even  In  the  Hoow  ty 
measure  commanded  the  support  of  two-thirds  of  the  friends  of  the  proteeil^ 
principle. 

We  therefore  desire  to  recapitulate  the  facts  which  led  to  the  prvvi"^* 
decisions  of  the  committees  and  to  urge  that  an  amendment  to  the  tariff  WO  N 
recommended  accordingly — ^preferably  along  the  lines  of  the  bill  reported  If 
this  committee  in  the  last  Congress— ^so  as  to  insure  the  exclasion  froo  lmp<«^ 
for  a  substantial  period  of  those  coal-tar  chemicals  which  are  well  and  dkaiF"'^ 
made  at  home. 

I.  TH£  FBOTKCTION   DESIRED. 

The  protection  required  to  sustain  the  industry,  as  was  ofllered  by  thif  cuo 
mittee's  amended  version  of  the  Longworth  bill  in  the  last  Congren,  U  «i^ 


TARIFF — DYES  EMBABGO.  559 

untiaily  as  follows:  The  importation  (except  in  bond)  of  all  such  inter- 
till a.^€S,  dyes,  drugs,  and  other  coal-tar  chemicals  as  are  found  by  an  impartial 

>fly e.  g^  the  Tariff  Commission — to  be  obtainable  in  the  United  States  on 

iisonable  terms  as  to  quality,  price,  and  delivery  should  be  prohibited  for  a 
ibstajitial  period.  This  exclusion,  though  hitherto  reconmiended  by  the  com- 
ittees  for  not  more  than  three  years,  should,  for  reasons  which  will  appear, 
:ten<l  for  at  least  five.  To  prevent  the  Germans  from  making  impossible 
J  large  present  imports  the  production  here  of  new  products,  the  quantity 
^portable  should  be  limited  to  a  six  months*  supply  for  each  consumer.  The 
•^rulation  by  which  these  results  are  to  be  attained  should  be  as  flexible  as 
»^il>le  and  controllable  by  the  body  which  is  charged  with  their  administration. 

'I'lie  rates  were,  of  course,  adopted  us  mere  adjuncts  to  the  protective  pro- 
-^lous  operating  by  way  of  direct  exclusion,  which  have  been  struck  out.  If 
•>  direct  protection  of  the  selective  embargo  type  is  ultimately  granted,  such 
iteaj  are  |nerely  derisory.  If  the  more  drastic  protection  be  granted  but  lim- 
iMi  tt>  any  sueli  brief  period  as  tliree  years,  and  the  rates  be  left  at  the  present 
.:ruix*s,  the  industry  will  l)e  placed  in  a  peculiarly  difficult  position.  The 
lain  protection  having  lapsed,  they  will  have  to  apply  for  either  a  renewal  or 
.«-if«sijstHl  rates.  Judging  from  past  experi<.»nce  eitlier  one  would  be  excessively 
iiTic^iilt  to  obtain,  however  strong  the  case  presented.  The  proper  reluctance 
r  <^»lJg^ess  to  change  tariff  provisions  relating  to  single  industries  is  well 
».<»^vn,  and  based  on  sound  principles.  It  will  be  ruinous  to  the  dye  industry, 
Kiu ever,  if  low  rates  are  coupled  with  brief  embargo  protection. 

I IX  practii'e  the  plan  ^^ould  work  out  simply  enough.  The  Tariff  Conimis- 
■*»«i  would,  after  investigation,  issue,  and  from  time  to  time  revise,  an  im- 
i«!-rjil)le  list,  enumerating  the  substances,  covered  by  paragraphs  25  and  26, 
•  •m.d  not  to  be  adequately  manufactured  here.  These  would  be  freely  im- 
H>Ttiible  by  anyone  up  to  the  limit  of  a  six  months'  supply,  witliout  license, 
u  nMe^iome  formality,  or  the  possibility  of  discrimination.    Any  consumer  who 

♦  lid  not  buy  a  product  at  home  could  imix)rt  his  reasonable  requirements  of 
t ;  aiul  if  the  list  prove  in  any  way  erroneous,  could  secure  its  correction  with- 
\\\  waiting  till  he  needed  the  goods.  The  plan  of  this  "  selective  embargo," 
lunvfore,  contemplates  that  no  consumer  shall  be  prevented  from  getting  what 
iu'  needs  or  seriously  delayed  in  getting  it.  It  encourages  import  of  all  those 
ihinjTs  which  can  be  imiwrted  without  ill  effect  on  our  industry.  By  duties 
U[»on  such  imports  it  provides  substantial  revenues.  It  is  a  temporary  measure 
adapted  to  an  emergency ;  and  It  follows  the  example  of  legislation  to  the  same 
I>uriH>se  already  adoptcMl,  after  wide  experience,  by  France,  Great  Britain, 
Italy,  and  probably  Japan,  by  which  our  dyes  as  well  as  those  of  the  Germans 
ar»\  with  like  limitations,  excluded  from  those  countries. 

It  is  urged  in  opposition  to  our  contention  that  protection  by  even  a  limited 
embargo  is  unheard  of  and  un-American.  In  answer,  we  need  only  point  out 
that  many  instances  of  embargoes  in  existing  legislation  were  cited  by  Senator 
AN'atson  In  his  speech  in  the  Senate  (Cong.  Rec,  vol.  59,  pt.  4,  p.  3456)  on 
February  25,  1920. 

II.    WHY  A  NATIVE  DYE  INDUSTRY  IS   NECESSABY. 

A  complete  self-sustaining  domestic  dye  and  coal-tar  chemical  Industry  is 
indispensable  to  our  national  prosperity  for  five  compelling  reasons: 

fflf)  $3,000,000,000  worth  a  year  of  American  goods  can  not  be  made  with- 
'►nt  its  products. 

(6)  It  alone  can  keep  the  Nation  abreast  of  the  progress  of  science  in  chemi- 
«"d  warfare,  and  provide  and  keep  available  in  peace  times  an  Inexhaustible 
Mmrce  of  explosives  and  poison  gases  needed  for  national  defense. 

^^)  Without  it  no  n^\l  disarmament  is  possible. 

('/)  It  alone  can  insure  due  progress  in  indnstrinl   chemistry. 

(c)  It  alone  can  provide  both  i)ersonnel  and  material  needoil  for  the  ad- 
VMiKcuient  of  scientific  and  medical  chemistry. 

l^»t  us  take  tliese  propositions  seriatim. 

^n)  Dyes  are  essential  to  other  manufaeiureH. — The  figtires  subndtted  by  the 
Tariff  Commission  show  at  a  glance  the  enormous  magnitude  of  the  Industries 
^vUich  can  not  be  carried  on  without  coal-tar  dyes  and  intermtMliates.  These 
•"Jrp  indispensable  for  almost  all  of  the  innumerable  varieties  of  textiles  as  well 
a^5  for  paints,  varnishes,  papers,  inks,  and  felts.  With  the  exception  of  a  small 
proportion  of  natural  vegetable  dyes,  all  of  the  dyes  used  in  these  industries 
are  of  coal-tar  origin.    In  addition  to  these  uses,  coal-tar  products  are  equally 
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indispensable  to  drug  manufacturers  and  are  the  foundation  of  the  one  ^^■ 
chemical  industry  of  purely  American  origin — the  manufacture  of  the  w^"*. 
condensation  products — like  bakelite,  condensite,  and  redamanol.     At  th«-  • 
break  of  the  war  all  these  dye-consuming  industries  wore,  and  for  a 
had  been,  substantially  dependent  upon  Germany  for  their  supplies  of 
material.    The  small  American  production  of  a  few  colors  was  Itself  eq'st 
dependent  on  German  supplies,  since  it  was  no  mbre  than  nn  asserobliiiir  it*-: 
try  putting  the  finishing  touches  on  intermediates  made  in  Germany.    Hftr%!*' 
tenth  of  our  needs  could  be  filled  from  any  non-German  source.    TIm"  v^  r  *■ 
prewar  production  of  Switzerland,  the  only  other  considerable  dye  ex?  •^r*    . 
country,  had  it  all  been  available  to  us,  would  not  have  supplies  half  tlie  i|ii  - 
tity  needed,  to  say  nothing  of  the  necessary  variety.    Many  indisfienMihle 
ors  could  be  obtained  from  Germany  alone,  and  only  at  such  pric^-;  ««   f 
makers  chose  to  ask. 

It  is  self-evident  that  in  this  situation  our  consuming  Industries  were  mt 
mercy  of  the  Germans,  who  were,  in  most  of  the  lines  in  question,  formJci^^ 
competitors.    By  withholding  supplies,  by  raising  prices,  or  by  furnijcbiii? 
ferior  colors  they  could  at  any  moment  have  dealt  us  a  deadly  blow.    The  t*--- 
for  such  an  attack  had  not  yet  arisen.    Their  consuming  industries  hail  m^r  ;•  - 
reached  the  point  where  they  could  make  a  serious  bid  for  any  such  n)on**(* 
zation  of  the  world's  markets  as  their  dye  works  had  attained.    But  with  a  i*^ 
years  more  of  peace,  the  time  may  well  come.     Suppose  the  German  w\* 
makers  have  10  years  of  unimpeded  Government-aidetl  progress  in  export  tr 
Suppose  that  then  they  or  their  Government  intentionally  and  suddenly  >ir* 
upon  our  textile  makers  a  dye  famine  such  as  was  brought  about  Incidei.t  . 
and  gradually  by  the  outbreak  of  the  war.    Where  would  our  textile  .ndu*'- 
be  in  a  year's  time?     How  could  it  meet,  under  those  conditions,  un^rt*t'^.•* 
German  competition?    To  these  questions  the  (Jermans  well  kn<»w  that  th»-iv 
but  one  answer.     They  recognized  it  early  in  th?  war.     On  March  i:^    !*♦  * 
Bernstorff,  in  a  dispatch   to  his  Government,  stated  the  situation   pn^  *» 
He  said : 

*'  Serial  No.  432  of  March  13,  1915.     It  is  reiK)rteil  tn  me  by  Hos«<enft>^ 
telegram  No.  4,  that  the  stock  of  dyes  in  this  country  is  so  small  that  by 
German  embargo  about  4.000,000  American  workmen  might  Ih»  thrown  ••n* 
employment. 

"  BEBJVsrrcfew-* " 

• 

(b)  Only  a  complete  difc  induHtvy  can  ttafcgunrd  the  national  defmjii. — T- 
World  War  begun  i»s  a  UK)  per  cent  explos've  war.    It  endtnl  as  a  5o  per  «'* 
poison-gas  war.    The  testimony  of  Gen.  Fries  before  this  conauittee  In  the  '.-• 
C'ongress  shows  that  at  the  end  of  the  fighting  55  per  cent  of  all  proJectiU-»  nri-* 
contained  poison  gas.    This  trend  toward  chemical  warfare  showed  so  i-nOfiJ" 
and  rapid  an  increase  that  it  is  as  certain  as  anything  om  be  that  future  i^'arf^r- 
will  be  primarily  chemical.    Facilities  for  the  manufacture  of  the  uecessari  n. 
terials  for  the  conduct  of- such  warfare  are  thus  absolutely*  iudi8pt»n»ible  lo  j. 
tional  defense. 

While  it  is  now  universally  known  that  a  complete  dye  works  cnn  be  aiii*i»»' 
instantly  converted  into  an  explosive  factory  capable  of  producHng  unlli:  !:«• 
quantities  of  almost  any  high  explosive,  it  Is  equally  true  but  lefis  well  \k»'^ 
that  the  same  factory  can  with  equal  ease  be  converted  to  the  manufacturv 
poiscm  gases.    The  report  of  the  British  (nmnnlsslon  which  inspected  ttie  cttj* 
German  dye  works  ofter  the  armistice  discloses  that  the  Germans  made  ♦•^'-r- 
ounce  of  their  poison  ga.ses,  with  one  trifling  exception,  in  their  dye  worka«  »*:* 
out  having  to  change  tlie  factories  in  any  sul)stantial  particular.    Tlie  materu.^ 
the  apparatus,  and  the  men  were  there  ready  to  their  hand.    Their  dye  rh«i»i*  » 
and  <iye  workmen,  as  part  c»f  their  regular  equipment,  had  the  necessary  tt*' 
n'que,  which  could  have  been  found  nowhere  else.    Accordingly,  G^Tmany  »  » 
instantly  ready,  without  special  i)reparation  to  provl<le  ItsiHf,  ovemiglit,  •  ' 
all  the  requisite  materials  of  chemical  warfare.    No  other  country  Imd  an>  •'. 
facilities,  and  accordingly  the  Germans  had  a  start  In  the  race  whirh  was  ilii-i-' 

impossible  to  overcome. 

The  provision  of  the  necessary  njaterials  is,  however,  the  least  im|M)rtat)(  F*.' 
of  chemical  warfare.  In  it,  more  than  in  any  other  form  of  host  Hit  U^  Min»f  ^ 
is  the  vital  essential.  When  the  Germans  first  let  loose  the  flmKl  of  chlurixie  ui*- 
the  Canadians  at  Ypn^  they  were  within  an  ace  of  final  victory,  which  bi:- 
have  been  won  had  they  realized  their  success  or  prepared  for  it  upon  aa  « -^ 
quate  scale.  Nothing  savetl  tlie  Allies  then  but  the  instant  recognition  «•?  ** 
pol.son,  and  the  provision  within  36  hours  of  lmprovise<l  gas  inasksi.    OUorlae  ■  '• 
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limple  substance,  recognizable  by  any  schoolboy  chemist,  and  neutralizable  with 
ual  ease.    The  next  gas  used,  however,  phosgene,  was  much  more  difficult  both 

recognize  and  to  counter,  and  only  the  possession  of  considerable  ehemlcal 
Ul  and  manufacturing  facilities  enabled  the  Allies  to  escape  defeat  under  the 
ipact  of  this  new  attack.  The  same  situation  arose,  in  more  and  more  acute 
rtu,  w^itli  the  Introduction  of  each  new  gas.  It  was  most  strilsing,  perhaps,  in 
e  case  of  natural  gas,  the  great  defensive  gas  of  the  war.  Gen.  Fries*s  testl* 
>Dy  show's  that  it  was  11  months  after  the  introduction  of  this  greatest  of  all 
fensive  gases  before  the  Allies  were  able  to  manufacture  any  of  it  for  use  in 
sist^ns:  German  attacks,  and  that  if  we  had  had  1,000  tons  of  it  In  April,  1918« 
e  great  German  drive  could  have  been  stopped  in  its  tracks.  During  the  11 
mths  tills  gas  alone  was  responsible  for  900,000  ally  casualties.    The  problem 

its  uianufacture  was  originally  solved  in  the  little  French  dye  works  of  the 
sines  De  Rhdne,  and  was  finally  perfected  at  Levensteins  ^ye  works  In  Eng* 
nd.    If  the  Allies  had  had  possession  of  a  dye  industry  equal  to  Germany's  or 

that  of  the  United  States  to-day  this  problem  could  have  been  solved  in  days 

weeks,  and  the  11  months'  delay  and  the  300,000  casualties  would  have  been 
ved.  During  this  11  months  we  worked  and  spent  our  tens  of  millions  on  the 
Dblem,  safely  protected  by  the  armies  and  navies  of  our  allies.  Next  time 
at  protection  may  be  withdrawn. 

It  is,  however,  in  the  matter  of  research  that  the  dye  industry  is  capable 
;  rendering  the  greatest  service  to  the  national  defense.  The  horrible  poisons 
^ied  Id  the  latest  fighting  were  a  mere  beginning.  Each  side  had  already  de- 
sloped  others  much  worse,  now  concealed  and  held  in  reserve..  To  recognize 
iul  offset  these  will  require  the  very  highest  chemicil  skill.  Any  scientist 
«>rking  with  primitive  apparatus  in  the  smallest  laboratory  may  at  any  mo- 
^nt  happen  upon  a  gas  which  for  a  time  at  least  may  furnish  an  irresistible 
>rui  of  attack.  The  dye  chemists  are  constantly  working  and  experimenting 
ith  every  possible  product  likely  to  furnish  such  gases.  Chlorine  and  phos- 
?ne  are  ordinary  materials  of  dye  making,  and  every  known  form  of  poison 
as.  every  known  antidote,  and  every  known  substance  used  in  gas  masks  is 
ithin  the  ordinary  field  of  dye  research.  Dye  laboratories  thus  automatically 
eep  abreast  of  the  latest  scientific  knowledge  in  this  field,  and  the  chemists 
rained  in  it  are  not  only  more  certain  than  any  other  scientists  to  be  able  to' 
K'litity  and  counter  any  new  substance  which  may  be  introduced  by  an  enepiy 
ut  are  also  more  likely  than  any  other  to  make  the  discoveries  which  have 
lilltary  value. 

There  can  be  no  substitute  for  this  function  of  the  dye  industry.  The  neces- 
ary  pure  scientific  knowledge  might  be  provided  at  large  expense  by  special 
rovemment  institutions,  but  such  knowledge  would  be  utterly  useless  without 
Tactical  manufacturing  skill.  Many  of  the  poison  gases  are  so  deadly  that 
»»  make  them  without  killing  tlie  maker  is  a  task  of  considerable  difficulty. 
•lany  others  require  large  practical  experience  if  manufacturing  losses  are 
n  be  kept  down  to  a  point  which  makes  real  quantity  production  possible.  No 
oiiceivable  Government  institution  which  could  be  maintained  in  time  of  peace 
ould  provide  and  keep  in  existence  a  manufacturing  stafC  capable  of  solving 
he  problems  which  arise  in  such  manufacture.  It  is  therefore  the  literal 
ruth  that  only  the  nation  which  possesses  a  complete  dye  industry  can  to-day 
ieep  abreast  of  the  progress  of  chemical  warfare  and  place  itself  in  a  position 
(►  resist  the  chemical  attack  which  may  be  directed  against  it  by  any  ade- 
luately  prepared  enemy. 

((')  MHthout  it  no  real  disarmament  is  twssihle. — At  their  first  introduction 
x)i.s()n  gases  were  used  without  the  aid  of  artillery  or  any  other  weapon.  The 
^hlorine  at  Ypres  was  merely  released  from  compression  cylinders  and  allowed 
o  drift  down  wind  upon  the  enemy.  Although  afterwards  most  of  the  poison 
?a8es  used  were  fired  in  shells  from  ordinary  artillery,  the  tendency  in  the 
i5\»t  of  the  fighting  was  toward  a  purely  independent  chemical  warfare  utilizing 
no  regular  military  weapon.  Projectors  had  been  devised  which  could  be 
'heaply  made  in  any  tube  works  and  which  would  put  down  oceans  of  gases 
whenever  desired  at  ranges  up  to  a  mile.  This  development  was  only  in  its 
bejjinning  and  its  possibilities  are  almost  unexplored.  Already,  however,  it  would 
enable  an  otherwise  unarmed  nation  to  place  in  the  field  a  force  which  could  not 
l»<>s.sibly  be  resisted  by  any  opponent  not  either  slmilary  equipped  or  else  armed 
t*»  the  teeth  with  all  the  resources  of  modern  artillery,  air  craft,  and  machine 
suns.  The  Germans  still  retain  Intact  their  colossal  chemical  industry  with 
all  its  war  expansion.  If  we  destroy  every  gun,  rifle,  machine  gun,  and  tank 
In  Germany  they  can  still  by  chemical  means  alone  offer  a  formidable  attack. 
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By  the  same  token  they  can  enable  the  bolshevikl  to  do  the  like.    S«> 
as  this  is  true  no  nation  which  could  possibly  become  inyolred  in  hart'  * 
with  Germany  can  dream  of  cutting  down  Its  own  military  power  t^* 
serious  extent.    We  must  therefore  either  be  ready  for  chemical  warfv- 
only  a  complete  dye  idustry  can  make  us  ready,  or  abandon  any  idee  th^r 
world  can  safely  disarm.    In  a  disarmed  world  dye-making  nationis  «: 
absolutely  supreme. 

In  the  present  state  of  the  world,  all  this  is  more  important  than  ever  t-f  - 
Armaments  are  going  to  be  reduced.     Expenditures  on  munitions  mnd  ••[ 
means  of  making  munitions  are  going  to  be  cut  ftir  below  prewar  standards* 
even  in  the  days  when  peace  groaned  beneath  enormous  armaments  no  r>- 
could  have  afforded  to  maintain  in  idleness  at  all  times  plants  capable  <*f  - 
ducing  the  quantities  of  explosives  or  gases  needed  in  this  war.    Oren  in  *:  - 
days  the  inexhaustible  reservoir  of  munitions  which  her  dye  factories  sit- 
Gerniany  was  an  overpowering  advantage.     Think  what  such  an  advi»r*:j 
would  mean  in  an  era  of  disarmament,  when  the  maintenfln<v  *n  penrt*  of  . 
munition  plants  would  be  unthinkable.     In  such  a  period  no  nati<Hi  « 
lacked  a  dye  Industry  could  offer  any  effective  resistance  to  a  sudden  on.-'.    . 
by  a  nation  which  had  one.    If  at  this  time  we  deny  ourselves  a  dye  In^*  • '' 
we  sow  the  seeds  of  war,  invite  aggression,  and  offer  a  defenseless  front  t«» '  * 
rapacious  instincts  of  the  world.     If  we  allow  Germany  to  regain  her  ▼  -  1 
monopoly  of  dyes  we  offer  her  as  a  free  gift  capacity  for  world  conqne^f. 

(d)  Only  a  complete  native  dye  industry  can  insure  the  progreM  of  md9»*'  I 
chemistry. — ^The  making  of  colors  is  the  most  complex  existing  Indnstrr.   »■  -i 
950  colors,  each  a  different  chemical  substance,  were  habitually  irop<»rrr«i  •  i 
the  United  States  before  the  war  (Norton  census).    Each  dyestnff  Is  pri**->   I 
by  a  separate  process,  usually  of  many  operations.     Each  operation  pn')'- 
substances  not  desired  in  addition  to  those  wh'ch  are  s«nigl]t.    These  by-fo-    • 
in  large  works,  are  simply  innumerable.    The  task  of  ascertaining  their  r.***  ■ 
and  po.ssible  uses  is  overwhelming.    Only  a  fraction  of  it  has  been  accompl*-»' 
The  rest  presents  an  unbounded  field  for  the  research  chemist,  whose  w.>'. 
finding  uses  and  outlets  for  by-products  will  often  determine  the  su<*«'»'« 
failure  of  the  business.    Moreover,  there  is  an  incessant  demand  for  new  <h- 
and  for  means  of  adapting  old  colors  to  new  fabrics  and  different  prm^'-- 
Here  again  the  research  chemist  is  indispensable.    The  result  Is  that  t  ■'* 
plete  dye  industry  provides  a  livelihood  for  many  times  as  many  rcncaprb  r>'- 
ists  as  any  other  business,  and  keeps  them  Incessantly  busy  acquiring  inf<»r 
tion  which  is  of  use  fn  other  industries.    In  a  tn^untry  where  dyes  are  hm--* 
a  large  cale  the  university  student  with  a  talent  for  research  can  look  f»^! — 
to  a  real  opportunity  in  that  line  and  can  hope  to  make  for  himself  a  " 
career.     Where  there  Is  no  such  industry  the  opportunity  Is,  by  comi«r- 
infinitesimal.    A  real  dye  industry  at  the  same  time  stimulates  the  wipT'"* 
research  chemists,  whose  training  makes  them  available  in  other  lndustri«»^  • 
pours  out  a  never-ending  fiood  of  scientific  information  as  to  the  industris. '' 
sibilities  of  a  vast  number  of  substances  and  processes. 

A  limited  dye  industry,  making  only  a  part  of  the  colors  demanded  !>.» 
consumers,  has  no  such  effect.    If  selected  colors  only  are  made,  the  mak^T" 
choose  those  which  present  the  fewest  problems  in  the  way  of  the  dK«T*- ' 
of  unwanted  by-products  and  will  devote  little  work  and  capital  to  the  ^l**^- 
ment  of  new  products.    If,  then,  we  could  firmly  establish  our  existing  indn-* 
without  providing  for  its  expansion  into  the  making  of  the  whole  line  of  n^ ' 
colors  we  should  lose  this,  one  of  the  chief  benefits  which  the  Nation  mn  ••• ' 
from  the  industry.    Research  would  instantly  be  reduced  to  a  frtctioo  • ' 
present  activity.    Stagnation  would  set  in. 

(f)  Only  a  <-otnpletc  domrAtir  due  and  roal  far  rhvmlcnl  iwdHMtrp  r^f 
American  progrens  in  Reientifie  and  medical  eheitfi'^trff, — ^The  researfh  r- 
mentv  of  the  dy«^  business  are  so  vast  that  they  fiir  tran«»rend  tndnstrial  f-*- 
In  seeking  the  solution  of  the  onlfnary  industrial  problems  arising  ow  ••<  • 
yields,  defective  results,  or  new  rtHjuirements.  the  research  cheml*«t  of  tN 
works  is  constantly  UmI  iieyond  the  existinj:  bounds  cif  re<f>rdei!  «rVntifl»  * 
edge.    Often  l)efore  he  can  commence  the  task  of  solving  a  particular  llM^■•• ' 
I)uzzle  he  Is  compel le<l  to  exi»l«>re  some  wh«»le  new  realm  of  the  chemf*^!  •* 
As  a  consequence,  the  dye  chemists  are  constantly  delving  into  mlne^  •»'  " 
scientific  material.    Accordingly  their  equipment,  both  material  and  InfHI**' 
has  to  be  of  the  best,  so  that  a  great  countrj-  which  makes  Its  own  dye^  ''^" 
sarily  has  laboratories  which,  in  staff,  apparatus,  and  supplies,  »on«*» » 
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-equlred  In  any  other  branch  of  human  activity.  The  workers  in  these  labora- 
rories  range  far  and  wide  over  the  whole  world  of  organic  chemistry,  and  their 
Annual  contribution  of  scientilk  data  is  of  incalculable  value. 

Ttii-s  is  particularly  true  In  medical  chemistry,  that  marvelous  field,  of  which 
rhe  systematic  exploration,  barely  begun,  has  recently  brought  forth  such  mag- 
nificent first  fruits.    For  untold  centuries  the  medical  profession  has  been  pour- 
ing into  the  human  system  drugs  of  which  next  to  nothing  was  really  known. 
Tiitil     recently    the   difficulty   of   the   subject   was    unknown.      Only    of   late 
>  tnirs   tiave  men  of  science  realized  the  terrifying  complexity  of  the  processes 
of  organic  chemistry  which  take  place  within  the  human  body.    No  systematic 
sitndy  of  these,  or  of  the  effect  upon  them  produced  by  chemicals,  was  imaginable 
nntil   the  world's  knowledge  of  organic  chemistry  had  approached  its  present 
volume.      Now  the  beginnings — ^postponed  perhaps  by  the  immense  results  of 
nie<llcal  ^ork  in  the  biological  field,  with  its  serums  and.  antitoxins — have  been 
fairly  made;  and  the  greatest  progress  has  been  made  not  only  with  the  aid  of 
the   dye    laboratories  but  actually  in  them.     In  the  laboratory  of  any  great 
iJerman    dye  works,  before  the  war,  it  was  a  common  sight  to  see  dozens  of 
nniveraity  chemists,  many  unconnected  with  any  industry,  at  work  side  by  side 
\N\tli  tlie  industrial  scientists.    The  facilities  of  the  laboratories  could  be  and 
were  put  at  their  disposal  by  the  o\vners,  without  loss.     Some  of  the  results 
wore  sitartllng.    One  of  these  was  Salvarsan  itself.    Bhrllch,  its  discoverer,  con- 
vinced that  arsenic  properly  disseminated  w^ould  kill  the  germs  of  the  crudest 
scourge  of  humanity,  arrived  at  a  theory  that  arsenic  could  be  so  disseminated 
without  injury  to  the  body  by  the  use  of  one  of  a  group  of  possible  compounds 
numbering  many  thousands.    There  was  no  way  to  test  this  theory  except  to 
experiment  with  and  examine  each  possible  compound.    Nowhere  except  in  the 
<lye  laboratories  were  the  needful  substances  and  facilities  to  be  found.     The 
laboratories  and  research  staff  of  the  great  Cassella  firm  were  placed  at  his 
<lisposal,  and  there  the  laborious  process  of  elimination  was  carried  out,  and 
the  amazing  triumph  won. 

Indeed  medical  research  is  an  almost  inevitable  outgrowth  of  a  complete  dye 
business.    Many  of  the  related  products  show  powerful  therapeutic  effects  and 
a  number  of  them  have  developed  into  useful  remedies.    Any  number  of  other 
by-products,  not  yet  studied  from  this  point  of  view,  may  turn  out  to  be  val- 
uable,    Everj'  such  discovery  Is  a  direct  financial  benefit  to  the  business ;  some, 
like  "  aspirin,"  are  more  valuable  commercially  than  any  known  dye.     Again 
the  technique  of  the  dye  laboratories  lends  Itself  naturally  to  the  synthesis 
from  coal-tar  materials  of  remedies  ordinarily  derived  from  natural  sources. 
In  this  way  many  valuable  medicinals  have  been  produced  at  lower  cost  or  of 
better  quality  than  was  previously  possible.    A  notable  example  is  the  widely 
used  substance  adrenalin,  discovered  in  this  country  and  made  here  at  high 
cost  from  the  suprarenal  glands  of  animals.    The  Germans  presently  proceeded 
to  produce  it  synthetically  from  coal-tar  materials.    In  general,  it  is  clear  that 
as  a  stimulus  to  medical  chemistry  there  is  no  substitute  for  a  strong  dve  in- 
dustry, 

ITT.    OITR   INDUSTRY,    IF    SAVED    NOW,    WILL    SUFFICE. 

At  the  outbreak  of  the  war  patriotic  American  business  men,  realizing  the 
(•onsequences  of  a  dye  fomine,  threw  theni'selves  and  many  millions  of  capital 
mto  the  breach  and  saved  the  situation.  Tackling  the  appnliinp:  task  of  de- 
veloping under  the  burden  of  war  conditions  the  most  complicated  known 
Industry,  they  accomplished  wonders.  The  manufacture  of  crudes  was  so 
vastly  increased  as  to  place  the  raw  materials  on  a  favorable  basis.  IVIost 
of  the  most-needed  intermediates  were  soon  produced  and  the  number  of 
finished  colors  constantly  increased.  As  a  result  in  1920  the  industry  produced 
nearly  all  the  requirements  of  the  domestic  market  and  exported  dves  to  the 
value  of  perhaps  $22,000,000. 

It  is  most  significant,  however,  as  indicative  of  our  inabilltv  to  compete 
with  German  dyes  that  the  Unite<l  States  Tariff  Commission,  in  its  Census 
ot  Dyes  and  Coal-Tar  Chemicals,  1920.  at  page  14.  states  as  follows : 

"The  total  exports  of  'anUine  dyes '  In  192»  was  $22,450,480,  which  was  more 
than  100  per  cent  increase  over  that  of  1919.  *  •  *  In  the  first  four  months 
of  1921  the  exiwrt  of  *  aniline  dyes '  showed  a  rapid  decline,  receding  from  a 
value  of  $943,595  in  January  to  $305,760  in  April.  This  represents  a  large 
oecrease  from  the  average  monthly  export  of  $1,870,873  in  1920,  afid  loas  Un- 
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»ther  coal-tar  dyes,  alizarin  dyes,  and  artificial  indigo.  (See  Dyer  and  Textile 
-ietiew,  issue  of  May  15,  1921. )  Again,  the  German  €k>vernment  has  arranged 
o  refund  to  German  dye  exporters  the  26  per  cent  reparation  levy  exacted  by 
b*-  British  German  reparation  (recovery)  act.  (See  Chemical  Age,  issue  of 
Way  28,  1921.)  In  November,  1020,  the  German  trust  formally  complained  to 
'1h*  reparation  commission  that  the  failure  to  withdraw  reparation  dyes  was 
interfering  with  business  by  clogging  their  warehouses.  Since  the  reparation 
Ives  then  constituted  but  25  per  cent  of  daily  production  it  is  evident  that  the 
trust's  warehouses  were  nearly  full  without  them,  and  that  accordingly  it  has 
tanre  stocks,  unsaleable  ^sewhere,  to  use  in  commercial  warfare  upon  our  in- 
dustry. Unless  miracles  happen  the  trust  will  fight  more  ruthlessly  than  ever. 
Indeed,  it  must.  France,  England,  and  Italy,  determined  to  have  their  own  dye 
t  IK  I  aeries,  have  closed  their  doors  to  German  dyes.  An  industry  equipped  to 
^tipply  the  world  can  not  be  operated  to  supply  only  the  German  market,  and 
still  live.  Is  It  not  as  certain,  then,  as  anything  in  human  experience,  that  the 
(;ernian  trust  will  stick  at  nothing  in  its  effort  to  regain  its  great  American 
lunrket,  and  kill*  competitor  for  the  market  of  the  rest  of  the  world?  We  sub- 
mit that  it  is ;  and  that  if  the  American  industry  is  left  to  shift  for  itself,  it 
will  be  "  spurlos  versenkt." 

The  fact  Is,  that  the  attack  has  already  begun,  and  begun  in  a  manner  which 
illustrates  not  only  the  extent  to  which  the  Germans  will  and  can  go  in  price 
cnttiuR  but  the  merciless  extortion  which  the  d.ve-consuming  industries  can 
ex|>ect  from  them  hereafter  if  our  industry  be  killed.  Take,  for  comp^ison, 
two  colors  as  classified  in  Norton's  Census,  Ingido  R.  B.  and  Victoria  Blue  B. 
Thej<e  were  both  cheap  enough  before  the  war,  the  average  import  prices  for 
1913-14  as  given  by  Norton  being,  resi)ectively,  37 1^  and  31 A  cents  a  pound. 
Ill  1920  Indigo  R.  B.  began  to  be  produced  in  this  country.  The  average  import 
\»rice  for  the  calendar  year  1920  thereupon  dropped  to  29  cents,  or  about  three- 
fourths  of  the  prewar  figure.  On  the  other  hand,  for  the  Victoria  Blue  B.  which 
was  not  made  here  in  sufficient  quantity,  the  average  import  price  for  1920 
rose  to  $2.86.  This  is  but  one  of  scores  of  instances  which  show  that  while 
tttrman  prices  on  dyes  which  are  also  made  in  America  may  be  on  an 
average  but  two  or  three  times  the  prewar  figures,  they  are  multiplied  indefi- 
nitely when  relieved  from  American  competition. 

.\nd  our  industry  needs  help  not  only  against  German  aggression.  The  Swiss 
industry  is  also  a  grave  danger.  The  Swiss,  too,  have  a  start  of  many  years, 
iind  the  benefit  of  a  huge  accumulation  of  knowledge.  The  German  commercial 
Itenetration  of  Switsserland  has  not  ceased.  How  far  its  influence  extends  no 
man  knows ;  but  it  will  be  easy  for  the  huge  German  trust  to  form  an  alliance 
with  its  little  neighbor ;  or,  failing  that,  to  disguise  its  goods  as  Swiss. 

V.    WHY   NO  OTHBai  REMEllY   WILL  SBBVE. 

Only  three  other  remedies  have  been  suggested — a  high  tariff,  antidumping 
laws  with  a  strict  corrupt-practice  act,  and  the  application  of  the  antitrust  law. 

The  tariff  alone  will  not  save  our  industry,  because  the  German  trust  :s  at  the 
sHnie  time  too  strong  and  too  desperate.  Though  its  costs,  like  ours,  may  have 
l>tvii  increased  by  the  war,  it  can  still  undoubtedly  produce  far  more  cheaply 
than  we,  if  only  because  its  superior  experience,  resulting  in  vastly  greater 
yiWds,  enables  it  to  make  out  of  any  given  quantity  of  raw  materials,  and  with 
any  siven  amount  of  labor,  far  more  dye  than  our  makers  can  now  obtain.  Its 
M7A»  and  compactness  of  combination — impossible  to  our  makers  under  our  anti- 
trust law — also  give  it  huge  advantages.  It  can  and  does  avoid  the  immense 
wastes  from  which  we  suffer  in  the  way  of  duplication.  Where  we  waste  a 
♦l<^ei  sets  of  research  and  plant  to  produce  in  as  many  factorie*?  an  intermediate 
for  which  the  market  can  support  but  one  or  two  makers,  they  confine  the  work 
to  one.  which  gets  assistance  from  all. 

Again,  the  trust's  resources  (conserved  by  profitable  war  work)  are  enormous. 
It  well  knows  that  it  must  regain  our  market  or  find  other  and  less  profitable 
business  for  a  large  part  of  its  plants.  Clearly,  then,  it  is  in  a  position  where 
it  can  and  must  practically  give  its  goods  away  for  a  year  or  two  if  thereby 
U  can  kill  off  domestic  competition.  No  matter  what  tariff  is  imposed,  short 
of  a  specific  duty  equal  to  the  price  of  domestic  goods,  the  German  prices  could 
1)e  cut  as  a  measure  of  wise  business  management  low  enough  to  compel  our 
nmkers  to  sell  at  a  loss.    Our  industry  is  in  no  position  to  meet  such  competi- 
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Jit   *»   <tiia  ^iiSi'  ZL  invested  capital  to  be  protected  at  any  coc^ 

_  "^itkM. T>  "hrr*!  with-    Its  workers  have  recently  been  in 

-    jL_    « -    jt^  -iifirefore,  as  the  Germans  probably  will,  stick  t^  t 
■^    r-   sacr  •'*^:n!*  they  have  never  been  in  any  other  and  are  relu*^-  - 
•' .  ,  5  ^iTT     i   SIX  s'»t  at  this  time,  or  until  it  has  had  an  opportnnir?  ' 
->--     •«&  -^BorrL  an  opponent  by  fair  fighting,  and  it  will  not  a*^  *- 

•—  .— .  J  L  tisere  is  a  simple  method  by  which  the  trart  fy  ■ 

•**r--      'T  mnsscry  by  the  expenditure  of  at  moet  a  few  millP' 
•mr— T*:  ««  insaranoe  of  its  vast  investment,  most  be  <l*^«s»- 
-  -    -   -  r  ^•"^•'id  of  selective  attack  by  which  onr  makers  nic 
q.  — .     r^  fact  is — and  it  is  obvions  to  the  Germans — tha'  • 

-.—  1.     ."=•  ziAkers  makes  money  except  on  a  few  dyes,  ny*^ 
-^    .  ^,-   n  laree  qoantity.    The  dyes  which  have  been  recret  • 
»>*-  v-i.«-!i  iaclndea  the  great  majority)  are  necesaarily  n** 
..-  ^    r    :v  I  ST*  losses  resulting  from  inexperience  and  to  th**  ►- 
-_  -— .^'v*!.    The  great  bulk  dyes  and  almost  all  the  «•  '  ' 
...     N   4f  iM^ny  companies  whose  competition  has  been  fan  k>- 
...  -    .•r--e«i  below  the  profitable  level — in  the  case  of  '* 
.1.  s.   ^Kssrly  to  prewar  figures.     Between  these  pxtr»^  - 
-  .1-     .in  .:a.i  cxroducts,  those  whirti  by  some  accident  of  pr«i>— 
.  -«     .•:*«  Tinker  makes  better  or  cheaper  than  others.    Ti»  • 
^^  ^     ...•  Tt  \'  ac  all  that  would  be  needed  would  be  to  import  • 
\  .    ^s-  •'  *  •?  w;»s  necessary  a  year  or  two's  supply  of  Its  ukt-' 
^  ^iiw  hew  small  this  undertaking  would  be  It  15  "- 

.-  ■    ft  -»??ir*s  supply  of  all  dyes  for  the  whole  country — *»••• 
.^«f  so  pi«>ads,  and  that  nearly  half  this  annual  con^^^ 

^^  I.  rs;  indigo  and  sulphur  black,  each  of  which  i<  ' 

^       -  .  ^><.    -.iiir^ition  among  many  domestic  producers.    It  «••■ 
.    t '>.*.■«  ui  this  manner  more  than  one  or  two  of  onr  r  • 
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-ii>anced  that  nothinn:  but  a  tariff  stood  between  t' 


.!-  Ti>  or  80  small  companies  would  go  out  of  bufsin-*- 
^.    .■»  •i.*p:?tratiottS  would  convince  the  rest. 
>a       :.*:  antidumping  laws  and  corrupt  practice  act>  « 
^      s:^  V  ^iiv*  such  attacks  must  be  carried  on.    Oncp  'i 
,.    '*     ^-  will  be  almost  impossible  to  follow  them.     S^--" 
.s»  r«^  •  av  5^  made  in  a  thousand  ways  which  can  hanHj  '• 
.  .  -?.  ^'v  Always  been  past  masters  of  such  tactics. 
.     .»  \  ;*  :  tn  lustrj-  as  <lye  makiuir  antitlimipins  la«- 
V    '^tit   the  di>or   after   the   horse   is   stolen.     * 
'"!vr   foreijrn   oists  or   foreijjn   pri<*es.     For*-: 
■   -% -»v  ^.H  or*  ast»ertainnient.  because  almost  evt-ri-  «' 
..  '.■:*  hy-j»nHluots.   which    are    unavoidably    pr««!"  - 
^    *^    -v  ••'fitter  of  arbitrary  bookkeeping.     Oennar.  ■" 
^»\  *f  :»»>^>*r  of  the  trtist,  can  be  manipnlateil  at  »" 
,.  -  s».«    wirl)    foreign    prices   can    l>e   made   imp«ii«« ' 
/><t  ^nff  or  really  altering  the  product  so  thn*  ' 
i^   •••^v<>r   tH*fore  been    sold   anywhere,   can   ha\>'  •  • 
^    ..^,       r  '^e  tiemian  chemists  to  turn  almost  any  ♦*  « 
^  .-*^Nr>v  if  not  really  a  new  product  by  addlti<ir<  •' 

»    :\.  -i%»  luinn.     By   these   methods  the  effect  of  .*' 
,  »    ■-.t*   N*  .ivoideil.     But  If  this  were  imponcSble  »'"  * 
^    *    1-  H»i*«^    They  require  proof  before  they  can  he  t. 
^  .i    »iii^  vJemian  <lye  works  will  be  the  work  of  yr  -• 

:,%^  Hvmld   fail   to  afford   the  necessary   ppcite»r«r 
x.    ?*  "«  MaiMvely  small  Increase  of  duty.     This  w-- 
,.  ... -trvWy  small   nnmnnt  the  co8t  of  the  M***  • 
>  ^»  %  vxHiUi  and  would  be  destroye<l.     No  sqHi  *. 
•  ;»>»•  .x»nhl  p»v«ibly  stop  or  delay  the  Oerman  r'  •' 
str  •'^Ui'itry  is  to  have  no  better  shield  than  *r*» 
V  vit^i  l>M»re  evw  the  protection  becoineB  avmflaNfc^ 
><» .:   H  ^♦h'  antitrust  law.    To  prove  that  particular  r»«** 
T  *.    M    't*#i  N*  made  inrtnitely  difficult,  ami  we  can  t^-* 
* .  ^Kh  w>»f  Is  produced  the  law  will  not  operatoi 
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r.  THK  BIU*  AB  REPOBTBD  TO  THE  SENATE  BY  THIS  COMMITTKK  IN  1020  AS  A  8T7B- 
STITUTK  FO«  H.  R.  8078  FURNISHES  THE  NBCESSART  PBOTBCTlON  WITHOUT 
DAMAGING  ANYONE. 

If  eontlnaed  for  a  longer  period  and  amended  so  as  to  exclude  from  Import 
Uose  dyes  not  now  made  here  which  are  of  no  value  except  as  mere  substitutes 
or  satisfactory  domestic  products,  the  plan  as  eorbodied  In  the  Finance  Com- 
(iittee's  subsdtnte  bill  of  1020  will  obviously  do  the  work.  Carefnlly  admln- 
stered,  it  can  certainly  save  our  new  Industry.  The  only  question,  then, 
f  we  assume  that  the  industry  ought  to  be  savied.  is,  what  harm  the  i>roiK)aed 
fidslation  could  do. 

We  submit  that  it  can  harm  no  one.  Under  it  every  consumer  can  imT)ort 
v-hatever  he  really  needs  and  can  not  otherwise  get  If  his  foreign  competitors 
rain  an  advantage  by  getting  any  particular  German  dyes  he  can  be  given  the 
ame  advantage.    The  system  is  -flexible. 

Much  was  said  by  the  opponents  of  special  protection,  particularly  when  a 
icense  system  like  the  British  was  under  discussion,  to  the  elfect  that  it 
vould  prevent  the  textile  maker  from  knowing  beforehami  what  dyes  he 
!Ould  get.  and  thus  cripple  his  business  by  making  it  impossible  for  him  to 
send  out  samples  and  take  orders  months  beforehand.  This  committee's  sub- 
stitute bill,  by  abandoning  the  license  system,  obviated  this  objection,  but  the 
fear  has  now  been  demonstrated  to  have  been  baseless.  Under  the  existing 
temporary  license  system*  now  enforced  by  the  Treasury  Department  the  dyes 
rtot  obtainable  in  the  United  States  are  procured  by  the  consnming  industries, 
w)  that  the  seasonal  sales  of  goods  are  procee<ling  as  before  the  war. 

VJI.  IF  WE  DO  NOT  ADOPT  SOME  srCH  DlRKCT-BXCXt'HTON  MEASl'Rt^:  WE  8HATX  HK  LETT 
ALONE  TO  FIGHT  NOT  ONLY  THE  GERMAN  TRUST  BUT  ALSO  THE  INDl'RTRTES  OF 
THE   ALLIES. 

FiHsland  and  Fi*ance  have  ijrotectjcd  their  new  Industries  l)y  stringent  license 
systems.  Italy,  after  watx'hing  the  results,  has  just  adopted  n  simihir  law. 
Each  is  developing  as  fast  ns  possible,  mostly  with  the  aid  of  direct  Oovernnient 
subsidies,  her  own  dye  industry.  Each  now  exchides  our  dyes  except  as  !m- 
Iieratlvely  needed.  Each  will  naturally  seek  an  export  market,  at  the  same 
time  keeping  up  the  bnrs  against  our  products.  Are  we,  then,  to  "hold  the 
bag"?  Are  we  to  let  in  British,  French,  and  Italian  dyes,  as  well  as  Gerninn. 
though  those  nations  keep  ours  out?  That  is  an  arrangement  which  seems  to 
hare  no  legitimate  appeal  either  to  the  patriotic  or  the  economic  sense.  We 
may  not  value  British,  French,  and  Italian  precedent  as  an  example,  but  we 
must  value  it  as  a  warning. 

From  every  iK>int  of  view,  then,  a  direct  exclusion  oi-  ^elective  ombarj^o  law 
suggests  itself  as  the  Ine\'itable  answer  to  the  pending  question.  It  is  the  one 
safe,  certain  remedy  which  will  insure  to  the  country  the  permanence  of  the 
industry  on  which  more,  fierhaps,  than  on  any  other  single  branch  of  human 
activity,  our  economic  and  scientific  progress  and  our  national  security  depend. 

VIII.    REPLY    TO    0R,7ECT0RS. 

Since  the  hearings  before  this  committee  in  the  last  Oongi'ess,  the  main  attack 
«rw>n  the  proposed  protective  measure  has  taken  the  form  of  unmeasured  de- 
nunciation (unaccompanied  by  any  suggestion  of  proof)  of  the  American  dye 
makers  as  monopolists  and  members  of  a  trust.  It  is  sul)mitte<l  that  the  facts 
(lisclosed  In  the  Tariff  Commfssion's  census  for  1920  (Tariff  Information  Series 
N'«^.  2o>  dispo.se  of  this  accusation  once  for  all.  These  show  that  whereas 
in  1913  we  had  4  or  5  dye-making  concerns  we  now  have  82,  while  the  makers 
of  coal  tar  and  organic  chemicals,  generally,  have  increased  to  171.  Among 
these  there  is  no  interlocking  of  stock  ownership,  or  of  directorates,  as  will  be 
shown  by  a  statement  signed  by  60  or  more  of  the  smaller  makers  showing  their 
entire  independence,  and  that  they  have  not  encountered  any  American  monop- 
"l.v.  The  fact  that  competition  is  keen  and  earnest  is  demonstjrated  by  the  tables 
appearing  at  page  33  of  the  census  above  referred  to.  These  show  that  92  per 
^•ent  of  tlie  American  dye  production  in  1920  consisted  of  dyes  made  by  three  or 
more  firms,  while  more  than  50  per  cent  of  the  production  consisted  of  35  colors, 
<*afh  of  which  was  made  by  seven  or  more  firms.  No  trust  or  monopoly  outside 
'>y  Recilam  exercising  any  control  ov»^r  an  industry  ever  permitted  or  would 
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as  that.    The  whole  cry  of  an  Aoeriit: 
desperate  resort  of  those  who  realixe  th**  • 
iessly  weak, 
eoaunittees  of  the  last  GonKress  every  wirv- 
»  die  bai  was  apparently  In  aioeement  nn  r. 
^^  utdnstiy  ought  to  be  protected ;  secoou.  :2- 
«C  4Fes  which  might  be  occasioned  by  such  pnM«^  ♦ 
^  anyone,  because  the  cost  of  dyestnlb  fonix*  * 
of  finished  goods.    The  opponents  were  alj»»  •-■ 
tinsr  that  even  the  then  American  pro(1ooti4»i] 
lor  the  bulk  of  their  requirements  and  thai  r>» 
itivcty  smUI  nnmho'  of  dyes  for  special  purpoMe*  ? 
Che  competition  of  foreign  goods  which  might  tb^-^ 
•tyed  with  dyes  not  then  obtainable  in  the  I  r.:- 
Ae  Buiber  of  imported  dyes  needed  has  been  u 
^H-d  ir  :^?y3»w^  >y  Ttr«^  nfuwtftion  of  new  domestic  products,  including  shj^k 
i#f  iib»  aB^tfrcsisc  ^nu  •ilyiM  «h>cft  wne  then  the  missing  colors  most  unrtr/ 

■o  one  appears  to  have  suggested  that  th^  ^ 
p,  of  all  those  dyes  now  made  here  in  fierf**- 
iiy  wtHM  injure  the  business  of  any  coomisr- 
rw  ;tr^cnawM  ^  ;fcr  •^>ct««s  was  devoted  to  two  propositions :  First,  thtr 
^1^  QftT*^  w«i;aii  fteas^  aO  praectioD  needed,  and,  second,  that  any  addifl" 
^^wvoMi  «:fe$  <*uii9er«i»  cp»  eke  cwnsnming  industries.    For  the  convenieno*  ' 
^  ciiaiinir'w^  w»  May  smMuiae  thtat  arguments  and  our  replies  as  follnv* 
t    i«  M  .•♦*  M^JhrW^ry  ^*  prmitftmm  ty  lart/T.— The  opponents  of  the  vari<-.« 

.  «     Ttet  .:2  tdie  Bau:afia<t«re  of  Ae  dyes  which  constitute  80  per  cent  of  ;*• 
IKv«fv«<  Aawcimui  pcwdwtMA  o«r  ■Mnolkcture  is  so  far  advanced  that  a  ur' 

1»>Hl  it    lTV*WVt 

r*v  ->*<•— :'«y  N«*»n^  thh?  ooauuittee  shows  that  this  Is  wholly  untrue,  he*n  *^ 
;^  i:jl'  •-;'=iivt::rv  -^f  ibe  w^!H?siabi:shi?ti  dyes  can  not  In  many  cases  be  pntfit&l  • 
ctjirt'V^i  .«  u^tt^-^^  %»cher  ttyv*  pc^nlnced  as  by-products  can  be  disposeil  of  • 
^MN;fta€a.«^     NV  >»inaes:ii  « i«»  had  any  huailiarity  with  the  manufacture  •»(  i!;  - 
«tii^v  ;iis^v  sr::.t*«Mrt  n«  the  profWK^tioQ.    The  idea  that  a  tariff  would  protect  o»-^: 
A»v<*v-*tt  iiyvs  fe>  bift^«^i  oa  the  rapid  redoctioo  in  price  of  certain  bulk  AnM*riA: 
^»c\^>^t^  w>^'h  ha$  taken  plaoe^    This,  however,  has  been  brought  abcmt  *• 
v^'Ctt^^A*  i»ci|^KftK^a.     It  i*  reasoned  by  the  objectors,  nevertheless,  that  >- 
vu^.^^  ;^pli«r  biack.  1^^  lastance*  Is  sold  at  prices  with  which  the  Genwr* 
^vcXi  |N^^ldltC^  ttiid  it  c^VDMparatively  unprofitable  to  compete,  this  product  n^ 
>e  j<\Kwt^l  by  a  duty.    The  fact  is»  however,  that  sulphur  black  to  chra- 
t»^^\rs^  of  a  'ainee  comivtitiv^  domestic  production  which  has  resulted  in  ai-^ 
S  V>i^  ;>«^  o^st^  of  s^une  manuf^MturersL   The  fact  is  that  no  Am^ican  dye  niai'  - 
v>Hi\l  s*<:  «^-  of  tho  bulk  pr\^iict$  in  question  at  anything  approaching  his  |«n^ 
e4':  |%rtv>^  :f  N^  >*^hv  mn  able  also  to  sell  at  higher  prices  other  producn^  •:• 
^v^^^^'t^w  *»f  >fchioh  i*  f^iotlitated  by  the  manufacture  of  the  bulk  procli>  • 
Vn^  ^l>^  iR^Su^ry.  in  ftKt*  is  single,  and  can  not  be  treated  as  if  it  w«>  • 
vv*  ^\t'  ^t  *^^  ^*|^rate  industries,  4>ne  for  each  product  manufactured.     T  • 
''^•^ixN*^^  aw  h*Hvl^!S?iy  interlocked.     If  the  makers*  market  for  even  a  f* 
--^x*/vts  N^  vvt  off  it  will  iiH»viiably  render  impossible  the  economical  luannf. 
ivr^^  of  awn^v  v^t^er^    A  tariff,  therefore,  apparently  capable  of  equaltaUnc  '  - 
^\y<>f^\  Anvr  ^-hu  ami  t^t^rman  prices  for  many  products  would  utterly  fail  '» 
vtk^iB<«^  !>:-  \\:t»^.;n»>»-^i  of  a  market  for  other  products  not  caiwble  of  profert*-- 
^\  sv>>  *twiH^  w\mW  nwke  iniixi^ible  the  production  at  present  coats  of  '!• 
I^V;  xv^  it*  >i*hvh  th**  tnflatvst  manufacturing  advance  has  been  effected. 

^^^^iv  lunvnHMt  ibsin  all  this,  however,  is  the  certainty  that  a  tariff  c«»«. 
>»,sft  »xv^'*.»\v  i»rvMA*t  tht*  pnxliK*ts  new  to  American  production  which  arv  *n>' 
v\v'  -K  x»*\  tN^  uu^rk**f.  ami  th^^se  which  will  later  follow  in  natural  seqatv.<> 
\  ■  \ss-x  wv  *Vx*^H*  tN*s^  *l>es  mnv  lacking  in  our  American  manufacturr  ••-• 
\Un;;i^  ix  wt»'«  "^*«  ^**^l>  ^^  stammnt  and  lifeleiw  but  will  lose  its  chief  value  t»*  '■  • 
vnVo  vx       V  ^:u  %^u^ry    ndustry  requires  little  research,  and  one  whfch  can  n 
I**;  <^';  viv  vx»ris  x^t  the  i^msunier  is  at  the  mercy  of  any  foreign  industry  w^.•■' 

t"^*  rtNit  u'»mI  ism*  oiir  <l\e  makers  always  said  a  modem te  tariff  w -.. 
jnw^vt  their  uhUistry  and  that  ihiise  who  snlrl  this  •*•    •  ot  now  deny  li. 

r^v  si.>4t^m*ius  i\^6^re%l  to  wvre  made  b«  «»-  '  (^ouimitteeA.  ii    '• 

liMO*  HtHl  tMirlUsr  tariff  heo rings,  by  ^hlng  of  a  i^- 

vl>v  uianutVioturhi*  linlustry  but  oi  -   "-^      '  ^». 
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ry  which  was  all  we  had  In  this  country  up  to  1915.  Moreover,  is  It  not 
rue  that  none  of  the  manufacturers  who  formerly  said  a  tariff  would  do  the 
.'ork  have  since  denied  it?  Dr.  Jayne  and  Dr.  Matthews,  two  members  of  the 
916  committee,  appeared  before  the  House  committee  in  favor  of  this  bill  and 
liey  only  refrained  from  testifying  before  the  Senate  committee  in  deference 
0  the  chairman's  request  that  testimony  be  not  duplicated. 

(c)  That  since  the  dye  makers  told  the  1916  committee  that  u  tariff  would 
o,  the  changes  In  the  situation  have  been  favorable  to  the  American  and 
nfavorable  to  the  Oerman  industry. 

One  change  unfavorable  to  the  American  dye  Industry  has  taken  place,  the 
tu]M>rtance  of  which  outweighs  all  other  variations  in  the  situation.  The 
oruiatlou  of  the  single  German  trust,  and  the  doubling  of  Its  capital,  by  the 
ale  for  cash,  of  new  stock,  have  produced  an  enemy  to  the  American  industry 
non^  formidable  than  any  which  confronted  it,  and  the  desiierate  plight  t& 
phich  this  gigantic  German  kartel  has  been  driven  by  the  adoption  of  the 
Icense  plan  In  Great  Britain,  France,  and  Italy  makes  certain  a  feix)city  of 
ompetitlon  which  the  American  industry  In  1916  could  never  have  foreseen. 

(cf)  That  American  dye  makers  have  made  large  profits  and  that,  thei*efore, 
hey  are  in  a  position  to  survive. 

Under  the  total  embargo  brought  about  by  the  war,  only  a  few  companies 
lave  made  profits  at  all,  and  such  were  going  concerns  in  1914  and  were  able 
t>  begin  real  manufacture  at  any  early  date.  These,  by  risking  large  capital 
nvestments,  which  would  have  been  worthless  had  the  war  ended  abruptly, 
vere  able  to  supply  the  bulk  needs  of  the  simpler  colors  and  thus  save  the 
'ousuiuing  Industries  of  the  United  States.  It  may  be  true  that  they  have  been 
ible  already  to  write  off  the  greater  part  of  their  plant  expenditure.  This, 
lowever.  is  necessarily  normal  practice  for  concerns  engaged  in  dye  making. 
The  obsolescence  of  plant  is  so  rapid,  and  rebuilding  is  so  frequently  required, 
hat  unless  a  plant  can  be  written  off  or  at  least  written  down  with  reasonable 
promptness,  the  business  can  not  be  established  on  a  sound  basis. 

(e)  That  our  exports  of  dyes  show  that  our  industry  is  beyond  the  infant 
«tage. 

These  exports  show  only  the  universal  shortage  of  such  products  In  the  whole  * 
A'orld  outside  of  Germany.  We  have  been  the  only  country  which,  during  the 
war,  has  had  time  and  money  to  devote  to  this  industry.  The  rest  of  the  world 
nhich  had  to  have  dyes  could  find  no  surplus  of  any  non-German  dye  any- 
where except  in  the  United  States.  Unfortunately,  however,  these  exports  have 
uow,  with  the  revival  of  German  export,  taken  an  abrupt  and  ominous  drop, 
as  heretofore  shown  by  the  report  of  the  Tariff  Commission. 

(f)  That  in  addition  to  tariff  the  industry  has  or  will  have  other  forms  of 
protection : 

(1)  The  Chemical  Foundation:  The  protection  offered  by  the  Chemical 
Foundation's  patents  is  purely  future  and  doubtful  at  that.  Less  than  10 
f>er  cent  of  the  dyes  imported  i)efore  1J)14  were  covered  by  the  patents.  The.se 
patents  are  expiring  rapidly,  so  that  only  a  fraction  of  those  covered  in  1914 
are  still  covered.  Moreover,  ownership  of  the  patents  will  not  prevent  Importa- 
tion. It  will  merely  give  a  right  to  collect  royalties  after  the  imported  patented 
articles  are  sold  in  this  country.  With  this  very  limited  protection  the  native 
industry,  unless  saved  by  legislation,  will  be  destroyed. 

(2)  ReiHiration  commission:  It  is  constantly  assertetl  that  the  rei)aration 
oommlssion  under  the  Versailles  treatj'  controlK  the  situation  and  protects  the 
American  industry,  yet  all  that  the  reparation  eomniisslon  controls  is  50  per 
cent  of  the  stock  of  German  dyes  available  when  the  treaty  became  effective 
(Icmg  since  distributed)  and  25  per  cent  of  new  production  during  five  years. 
The  remaining  75  per  cent  of  the  present  German  production  are  absolutely  free 
and  can  be  used  by  the  Germans  as  they  see  fit.  The  reparation  dyes  will 
perhaps  take  care  of  the  real  needs  of  other  countries  and  most  of  ours;  the 
balance,  except  the  small  fraction  needed  for  Germany  (perhaps  10  per  cent 
of  her  normal  production),  is  available  for  commercial  warfare. 

2.  As  to  the  alleged  dangers  of  the  proposed  special  protection. — Its  opponents 
condemn  the  plan  because — 

(a)  It  Is  said  the  commission  could  not  determine  whether  the  quality  of 
American  dyes  was  good  enough  without  proceedings  amounting  to  a  litigation. 

The  difficulty  of  this  question  is  enormously  exaggerated.  Each  dye  (except 
mixtures)  is  a  definite  chemical  substance — as  definite  as  common  table  salt. 
This  is  true,  although  the  exact  chemical  constitution  of  some  is  not  precisely 
kiHnpt     tPho  maker  either  succeds  in  producing  this  particular  substance  or 
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he  does  not.    If  he  produces  it  and  turns  it  out  in  reasonable  purity  aad  pn^^' 
strength,  it  can  not  help  doing  the  same  work  as  the  same  substance  proil:  • 
anywhere  by  anyone.      Accordingly,  if  a  given  dye  is  really  prodactMl  hf-rv  • 
can  not  help  fulfilling  every  purpose  which  the  similar  German  dye  c«n  f-i:' 
The  question  as  to  whether  the  American  dye  is  good  enough  is  thus  ivt  . 
ordinary  question   of  quality,  largely  matter  of  opinion,  but  a  que^tiiA 
identity  or  purity.    The  Tariff  Oonimission  as  a  practical  matter  wuoifl  •'. 
have  to  ascertain  whether  the  American  dye  was  the  same  subaUiDCP  «•    * 
German  prototype  and  whether  it  was  equally  pure.     These  are  quesUoo* 
fact  for  a  chemist  leaving  little  room  for  argument. 

(b)  It  is  said  that  the  plan  forms  a  bad  precedent  for  future  legi^I*: 
designed  to  protect  American  industries. 

The  purpose  of  the  Congress  is  certainly  to  protect  adequately  the  Amrf  i. 
organic   chemical   industry,   of   overwhelming   national   importance   as   it 
Much  as  we  may  dislike  to  exhibit  our  national  shortcomings  in  tra<le  <>' 
industry,  we  have  no  complete  organic  chemical  industry  in  the  United  Su'- 
and  are  just  beginning  to  develop  one.     That  such  an  industry  is  atk«(i«.' 
necessary  and  is  confronted  with  most  dangerous  foreign  competition  al*.  vr 
to  admit    The  fact  is  no  other  substantial  industry  is  so  young  in  Ajurr 
In  1914  there  were  not  10  completely  trained  organic  chemistH  in  th**  tH»d'/* 
and   not   oOO   workmen   or   foremen   who  could   perform   the   simplest   o:» 
tions   in   an    industry    of   such   inikiite   complications   a^   the   organic   <.* 
ical  industry.    Experience  and  education  and  not  money  alone  i-an  o\»t  •    ■ 
these  deficiencies.     With   the  co&iplex   nature  of  production   in    the  iitj:-. 
chemical  industry  and  the  ability  of  the  foreign  manufacturer  to  dl«r-« 
his  extremely  low  costs  over  a  range  of  products  not  yet  inanufaHuiv 
America  it  is  easy  to  see  that  tariff  rates  alone  will  not  keep  the  great  <if-. 
monopoly  from  destructive  competition  with  our  products.    To-tlay  our  iivU  -■ 
is  slowly  building  up,  and  with  such  beneficial  legislation  as  may  l>e  deviM^  : 
its  protection  must  do  battle  with  foreign  competition.    Such  an  extnu^nlct- ' 
condition  requires  an  extraordinary  form  of  protection. 

(r)   It  is  said  that  the  con^^uniers  will  be  seriously  injured  if  Briti-t   . 
Frendi  goods  dyed  with  German  dyes  come  in  while  the  makers  of  -jor  o«- 
can  not  get  them. 

Of  oourse  they  would ;  but  the  whole  theory  of  tlie  proposed  nieajqirv«  • 
permit — indeed,  compel — the  adniis.sion  of  every  Grerman  dye  which  exnU  • 
natlvi^  product.    The  danger  is  therefore  remote.    The  fear,  however  pmri^ 
on  the  curious  assumption  that  the  Tariff  Commission  in  administerinz  '" 
phi  11  would  not  do  its  duty.    If.  as  commanded  by  each  of  the  threv  m»^-*-- 
wiiich  have  been  reported  out,  it  makes  admissible  everything  nnol>rain:t<'-- 
this  country  in  proper  quality,  etc.,  the  danger  can  never  arise.     If  th^  pta: 
an  Impediment  nt  all,  it  is  erne  from  which  the  British  and  Frencli  t^" 
makers  will  suffer  also,  and  they  are  more  dei^ndent  ui>on  sftecialltieK  r<^i;i" 
particular  high-grade  colors  than  are  we,  and  their  legislation  c*oni(4*N  • 
to  rely  chiefly  on  their  domestic  dye  industries,  which  are  far  lew  julni 
than  ours. 

It  must  be  noted  that  the  fear  of  German  textiles  dynd  with  Octbuiii    * 
is  no  argument  against  the  measures.     Under  her  reparation  burden  iWnum 
must  export  to  live.     Her  textile  industry  is  capable  of  many  times  a*  !-•* 
exports  as  cnn  possibly  be  made  of  dyes.     If  any  particular  German  t\j>** 
give  German  textiles  such  a  superiority  as  to  enable  them  to  oatnell  our  d»-  - 
in  any  market — here  or  abroad — we  shall  never  get  an  oum^e  of  thie**  •  :■ 
whatever  our  legislatitm. 

When  all  detailed  arguments  are  made  and  answered,  however,  the  €«»«• 
tee.  we  believe,  will  find  itself  driven  back  to  first  principles.     With  thr  «•* 
mony  and  documents  before  It,  it  is  in  better  position  than  either  dye  n***-' 
or  t(»xtile  makers  to  decide  what  is  good  for  the  country  and  for  them     T 
considerations  which  should  govern  the  final  decision  are.  we  submit,  the«^' 

First.  Now,  and  now  only,  can  we  secure  a  real  dye  Indimlo*.    WhIV  • 
Germans  retain  their  present  advantages,  and  the  power  and  necesBlties^  «•'  " 
great   trust  compel  that  attack  which  we  deem  inevitable,  tbeir  coaiiD«^  • 
warfare  will  Instantly  kill  our  industry  unless  whatever  protection  fa»  pr**!'^ 
is  truly  efficient.    Once  killed  it  could  never  he  revived.    If  it  be  not  aavfv!  »•- 
and  promoted  as  well  as  protectwl,  Amerioiii  capital  wUJ  never  again  r*    i' 
it,  and  a  world  monopoly  will  be  handed  bai'k  to  Germany  for  all  flwe    T>- 
fact  that  we  can  now.  through  the  repartition  commtRslon,  force  ilHhtTs 
mich  German  dyes  as  are  really  e-ssentlal.  makes  this  the  psyobologlral  ohhiw  • 
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t  any  time  when  the  Kartel  can  exercise  pressure  by  refusing  supplies  of 
ecessary  dyes,  it  can,  until  our  industry  is  complete,  and  able  to  supply  or 
?place  tbose  dyes,  destroy  it  at  once. 
Second.  Since  it  is  certain  that  there  will  never  be  another  opportunity  to 
rovide  the  United  States  with  a  real  dye  industry.  It  is  the  duty  of  Con- 
reiss,  if  it  believes  such  an  industry  to  be  essential,  to  take  no  chances.  The 
take  is  too  great  for  any  gamble;  and  to  adopt  any  method  of  protection  with 
oubt  as  to  its  efficacy  is  to  gamble  with  an  interest  vital  to  the  ^yhole  country. 
Lf<»ordlni?  to  the  overwhelming  weight  of  the  testimony,  we  submit,  no  tariff 
»ractically  enactable  can  furnish  the  protection  needed.  The  evidence  of  the 
*PlK>nents  of  the  bill,  even  taken  alone,  would  only  show  that  a  high  enough 
a  riff  might  protect.  They  urge  adoption  of  a  method  which  even  they  can 
mt  deny  to  be  of  doubtful  efficacy.  In  this  matter,  then,  the  counry  is  like  a 
iian  walking  on  a  railroad  track,  who,  as  he  comes  near  a  trestle,  sees  a  train 
•oining.  He  thinks  the  train  is  probably  not  coming  fast  enough  to  catch 
luu  before  he  gets  over  that  part  of  the  trestle  which  offers  no  place  of  safey, 
L>ut  If  he  has  any  wisdom  at  all  he  will  not  stake  his  life  on  his  guess.  He 
ivill  take  the  safety  path  provided  for  him  beside  the  trestle,  so  that  no 
matter  \^hether  he  has  guessed  right  or  wrong  he  will  pass  on  unharmed. 

Third.   Only  the  complete  protection  and  efficient  promotion  of  our  dye  indus- 
try can  insure  the  safety  of  the  textile  makers  themselves.    As  long  as  the  Ger- 
man Industry  is  in  one  single  hand,  and  that  hand  at  the  disposal  of  its  Gov- 
♦-rnnient,   it  can  and  will  be  used  to  further  any  national  ambition.    In  1915 
Germany  sought  by  an  embargo  to  starve  our  textile  men  into  forcing  our  Gov- 
ernment to  take  a  hostile  attitude  toward  Great  Britain.    Tlie  plot  nearly  suc- 
<-eeded.      It  failed  chiefly  because,  having  no  foreign  competition  during  the 
war.  our  dye  consumers  never  felt  the  full  pressure  intended.    What  was  done 
lu  1915  to  force  the  hand  of  Britain  can  be  done  at  any  time  unless  we  have 
a  dye  industry  to  destroy  our  textile  industries  for  the  benefit  of  their  Ger- 
man competitora     See  how  the  mere  possibility  of  being  delayed  in  getting 
a  few  relatively  unimportant  colors  which  competitors  may  have,  alarms  the 
textile  makers.     The  German  agents  have  had  only  to  suggest  such  a  possi- 
bility to  create  opposition  to  tariff  bills  in  the  past  and  to  the  various  special 
protection  bills  in  the  present    Only  the  existence  of  our  dye  industry  to-day 
stands  between  our  dye-consuming  industries  and  complete  Grerman  domina- 
tion.    The  dye  makers  of  America  have  saved  the  business  of  the  dye  con- 
sumers.    If  they  could  not  get  American  dyes  our  textile  men  would  have  to 
take  German  dyes  on  any  terms  which  might  be  imposed ;  or  the  Germans  might 
withohld  their  best  dyes  altogether  and  seek  that  export  trade,  which  they 
must  have,  in  the  larger  field  of  textiles.    The  committee  can  see  this,  as  per- 
il aps  the  manufacturer,  with  his  outlook  narrowed  by  nearness  to  the  diffi- 
rulties  of  his  task,  can  not. 

Fourth.  If  capital  is  to  be  attracted  into  and  kept  In  the  dye  idnustry  the 
necessary  special  protection  must  be  assured  for  a  period  long  enough  to  per- 
mit the  development  of  most  of  the  missing  dyes.  The  testimony  leaves  no  real 
doubt  that  three  years  is  wholly  inadequate.  Moreover,  a  longer  period  need 
alarm  no  one.  If  the  law  works,  the  industry,  stimulated  by  immediate  capi- 
tal additions,  will  expand  so  fast  that  nearly  all  the  dyes  will  be  made  within 
a  comparatively  short  time,  in  which  case  few  imports  will  be  needed  or  de- 
sired. If  it  doesn't  work,  it  will  create  a  weight  of  textile  opposition  which 
will  result  in  prompt  repeal. 

No  matter  what  CJongress  does,  the  textile  makers  are  certain  to  have  their 
supply  of  dyes  subject  to  some  outside  control.  If  Congress  does  not  enact 
this  or  some  equally  effective  selective  embargo,  they  will  be  subject  to  license 
Issued  or  withheld  at  will  by  one  man,  the  head  of  the  German  Dye  Trust. 
Except  for  the  reparation  commission  supplies,  which  may  be  wholly  insufficient 
on  the  most  important  products,  not  one  ounce  of  German  dye  can  be  bought 
hy  any  American  without  the  permission  of  the  German  trust.  Give  them, 
by  refusing  necessary  pmtection,  hope  of  reestablishing  German  domination  of 
our  markets,  and  they  will  use  this  power  relentlessly  to  further  the  trust's 
purposes.  Show  them  by  granting  what  is  needed,  that  Germany  Is  never  again 
to  be  given  control,  and  they  will  have  no  motive  to  refuse  any  reasonable 
<iffer8  of  purchase. 
Respectfully  sabmitted. 

American  Dte&  Insimtuxe. 
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The  foregoing  was  submitted  by  Mr.  Joseph  H.  Choate,  jr.,  representiug 
Americiin  Dyes  Institute,  of  which  the  following  companies  are  members: 

Althouse  Chemical  Co.,  Reading,  Pa. 

American  Aniline  Products  (Inc.),  80  Fifth  Avenue^  New  York. 

American  Vat  Color  Co.,  3223  South  Western  Boulevard,  Chicago. 

Atlas  Color  Works  (Inc.),  322  Ninth  Street,  Brooklyn.  N.  Y. 

Barrett  Co.,  17  Battery  Place,  New  York. 

Butterworth-Judson  Corporation,  61  Broadway,  New  York. 

Calco  Chemical  Co.,  Bound  Brook,  N.  J. 

CertihDd  Chemical  Corporation,  246  Plymouth  Street,  Brooklyn,  N.  Y. 

Chemical  Co.  of  America,  46  Murray  Street,  New  York. 

Commonwealth  Chemical  Corporation,  15  Park  Ilow,  New  York. 

Consolidated  Color  &  Chemical  (>>.,  122  Hudson  Street,  New  York  City. 

Dicks,  David  Co.  (Inc.),  19  North  Moore  Street,  New  York  City. 

Dow  Chemical  Co.,  Midland.  Mich. 

Du  Pont  de  Nemours  ic  Co.,  E.  I.,  Wilmington,  Del. 

Dye  Products  &  Chemical  Co.,  200  Fifth  Avenue,  New  York  City. 

Essex  Aniline  Works  ( Inc. ) ,  86  Broad  Street,  Boston,  Mass. 

Gaskill  Cliemical  Corporation,  157  Spencer  Street,  Brooklyn,  N.  Y. 

(yrasseli  CJhemical  Co.,  Cleveland,  Ohio. 

Heller  &  Merz  Co.,  Newark,  N.  J. 

Holland  Aniline  Co.,  Holland,  Mich. 

Holliday-Kemp  Co.,  Woodside,  Long  Island,  N.  Y. 

Hydrocarbon  Chemical  Products  Co.,  Lancaster,  Pa. 

Koppers  Co.,  Union  Arcade,  Pittsburgh,  Pa. 

Merrimac  Chemical  Co.,  148  State  Street,  Bostcm,  Mass. 

Monsanto  Chemical  Works,  St.  Louis,  Mo. 

Morrill  Co.,  Geo.  H.,  Norwood,  Mass. 

National  Aniline  &  Chemical  Co.,  21  Burling  Slip,  New  York  City. 

Naugatuck  Chemical  Co.,  Naugatuck,  Conn. 

Ne^^Twrt  Chemical  Works  (Inc.).  Passaic,  N.  J. 

Peerless  Color  Co.,  Bound  Brook,  N.  J. 

Sherwin-Williams  Co.,  Cleveland,  Ohio. 

Tower  Manufacturing  Co.,  326  Broadway,  New  York.  ' 

Transatlantic  Chemical  Corporation,  Linden,  N.  J. 

United  States  Color  &  Chemical  Co.,  93  Broad  Street,  Boston,  Mass. 

Companies  which  are  not  meml>ers  of  the  American  Dyes  Institute  and  whkk 
are  represented  by  ^Ir.  Choate  Include  the  following: 

Amalgamated  Dyestuff  &  CThemlcal  Works,  Newark,  N.  J. 

Beaver  Manufacturing  Co.,  Ballardsvale,   Mass. 

Croton  Color  &  Chemical  Co.,  New  York,  N.  Y. 

Campbell  &  Co.,  John,  New  York,  N.  Y. 

Noil  Chemical  &  (>)lor  Co.,  New  York,  N.  Y. 

Raritan  Aniline  Works,  Brunswick,  N.  .L 

Republic  Color  &  Chemical  Works,  Rojiding,  Pa. 

Seydel  Manufacturing  Co.,  .Jersey  City,  N.  .T. 

Air.  Choate.  I  have,  however,  a  qo\}\  of  tlie  brief  for  each  member 
of  the  committee. 

The  Chairman.  Of  course,  you  liave  that  information  for  each 
of  us. 

Mr.  Choatk.  This  brief  is  submitted  cm  behalf  of  the  members  of 
the  Ameiican  Dyes  Institute,  of  whom  T  liave  a  list  here  which  I 
shall  i)roscnt  to  the  stenonrrapher.    It  is  ])resented  also  on  l)ehalf  of 
eiirht  other  manufacturers  of  coal-tar  products,  of  whom  I  also  hat*  J 
a  list  whicli  I  shall  present  to  the  stenographer. 

It  is  our  undei-standing  that  this  brief  is  concurred  in  by  otbeis 
with  whom  we  have  not  had  an  opportunity  to  get  in  touch  directlj, 
and  that  I  should  present  their  views  briefly  to  the  committee  thtt 
morning. 

I  wish  at  the  beginning  of  my  remarks  to  say  a  few  words  with  ■ 
refei'ence  to  the  testimony  of  ifr.  Metz  given  yesterday. 
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Mr.  Metz  presents  matters  in  such  an  attractive  manner,  with  such 
flood  of  words  and  such  evident  knowledge,  that  the  impression 
rhich  he  makes  at  the  time  one  hears  him  is  always  very  striking, 
ut  it  was  surprising  to  me,  on  reading  his  testimony  last  night,  to 
nd  ho'w  little  had  actually  been  said  that  bore  upon  the  question  at 
3sue.  I  think  it  is  fairly  accurate  to  say  that  once  his  testimony  is 
analyzed  there  is  nothing  left  except  the  statement  of  his  opinion. 

He  says  that  the  American  industry  can  be  protected  by  a  tariff 
iecause,  in  the  first  place,  certain  plants  have  already  been  amor- 
tized as  the  result  of  the  profits  made  in  this  business. 

When  you  heard  that  statement  you  probably  thought  it  referred 
x>  all  the  plants.  However,  when  you  read  it  you  find  it  refers  only 
'A>  those  few  that  were  practically  in  his  own  situation. 

Mr.  Metz  was  one  of  the  four  manufacturers  before  the  war.  Of 
x>urse,  they  did  have  a  magnificent  opportunity.  The  dye  famine 
ihiring:  the  early  part  of  the  war  may  well  have  enabled  them  to 
make  profits  which  were  large  enough  to  write  off  their  plants. 
However,  that  has  no  relation  to  those  who  built  new  plants  to 
make  difficult  dyes  during 'the  last  four  years.  They  have  had  no 
opportunity  to  make  large  profits,  because  the  products  have  been 
new  and  their  expenses  have  been  enormous,  and  they  have  had  to 
build  their  plants  and  to  carry  on  their  research  work  at  a  time 
when  the  cost  of  everything  was  enormously  high. 

Other  manufacturers  will  testify  before  you  and  will  give  you 
their  first-hand  knowledge  of  the  condition  of  the  dye  industry 
in  this  respect. 

I  believe  that  my  statement  will  not  be  challenged  when  I  say 
to  you  that,  except  for  those  who  made  dyes  before  the  war,  no 
dye  maker  in  this  country  has  had  a  chance  to  amortize  anything. 
Mr.  Metz  says  that  the  dyes  not  yet  made  in  this  country,  and  par- 
ticularly some  of  the  vat  dj[es,  will  never  be  made  in  this  country, 
l>ecause  there  is  not  a  sufficient  supply  of  anthracene.  The  Tariff 
Commission  census  for  1920  takes  care  of  that.  In  their  report  of 
1020  you  will  find  the  fact  stated  that  a  shortage  of  anthracene  had 
become  relatively  unimportant,  because  it  is  used  chiefly  in  making 
the  intermediate  anthraquinone,  which  is  now  made  synthetically-^ 
in  fact,  by  more  than  one  process — from  other  substances. 

Mr.  Metz  gave  no  figures  anywhere  as  to  the  manufacture  of  dyes 
which  would  support  his  contention  that  the  industry  can  survive  in 
this  country  when  protected  only  by  an  ordinary  tariff.  He  laid 
great  stress,  however,  upon  the  manufacture  of  salvarsan.  As  to 
that,  I  would  like  to  have  the  committee  remember  that  he  told  you 
that  salvarsan  was  a  product  in  making  which  no  by-products  were 
produced.  That  sort  of  manufacture  in  relatively  simple  when  com- 
pared with  the  enormous  complications  of  dye  making,  involving  a 
great  many  by-products,  which  are  really  the  key  to  the  situation. 

Mr.  Mete  has  had  five  or  six  yeai-s  in  the  manufacture  of  his  spe- 
cialty, to  which  he  has  devoted  not  only  large  sums  of  money  for 
plants,  but  an  immense  previous  experience. 

It  has  also  appeared  m  earlier  investigations  that  at  one  time  he 
sent  a  brother  abroad  to  get  experience  and  advice  from  Germany, 
so  that  his  success  with  his  particular  product  forms  no  basis  for 
reasoning  in  regard  to  the  possibilities  in  the  manufacture  of  dyes. 
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tt  is  true  Aak  tie  did  reduce  the  price  from  $2.25  to  27  cents.  Tu 
srfio^^^v^  che  rem^rfesble  effect  of  the  competition  to  which  he  was  ss 
je^teili.  and  h  also  ^ows  that  the  prewar  price  in  our  market  of  i 
oonunoditT  on  which  the  Grermans  ha^  a  monopoly  was  probai>> 

3klr.  Metz  sav?  that  dye  plants  are  no  more  fitted  for  the  manufj 
ttrrt?  ot  «?xpltH?ives  than  are  breweries.     Notice  that  he  does  not  -j- 
that  th**y  aren^^t  ♦rtted  for  making  poison  gas.     He  does  not  attemp-:  • 
v-^>iicradict  i.'^n.  Fries  on  that.    He  says  the  only  dye  plants  good  •  • 
w^tr    purpos^es  are  those  which  include  nitrating  plants.     All  cfc 
j^ivtvrtiMe  dye  plants  have  nitrating:  plants,  and  a  very  larpie  pn>j-  • 
t\vui    ot*  the  d3res  that  are  made  require  nitrating  sooner  or  in- 
Ho  5?Hy^  there  are  only  eight  plants  m  the  country  that  nitrate.    I: 
that  connection  pennit  me  to  say  that  one  of  the  witnesses  to  be  b<*i: 
tat  or  >^  ill  dv>w  the  eadstence  of  at  least  13  plants  which  nitrate. 

tvir.  Metz  says.  ^  I  am  not  afraid  of  the  Germans." 

S*.*ntifcor  McCt'icBER.  He  says  what? 

>l!\  C>ioAry.  He  says  he  is  not  afrsiid  of  the  Germans.  W: 
>Ju»ulil  he  be^  Jitst  before  that  he  had  said,  "  I  am  a  represemai- 
i^t  the  ijre^it  Hi.ieohet  concern. 

Mr,  ^Itrrr.  I  :<aivl  that  I  represented  them.     I  said  that  I  wa^^  '■' 
a  ioi>i\*«^uCHtive  v>f  anyone  to-day. 

Mr.  i.'tu>AT«.  •*!  represent"  was  the  phrase  you  used. 

Mr.  Mtmc.  I  be^  vour  pardon;  I  said  I  did  represent. 

Mr.  i.'>ivv\Tt\  '^Vrt.  it  is  hardly  worth  discussing;  but  I  think  1 1: 

ri>tbt. 

At  }*H  events^  Mr.  Metz  will  not  contradict  me  when  I  say  that  be .- 
iu»\\  HiUertisun^  their  product  on  a  considerable  scale. 

\h    Mrrr    I  :»m  ad^'ertising  only  such 

\lr   i'novTK  ^ interposing) .  You  are  inserting  full-page  ad*  t'*.* 
v^HiH\v  ti^  :^^^jK*xition  that  the  product  of  the  German  trust  car  •• 

\lr.  XUn**.  (Vrtainly*  and  I  am  glad  of  the  chance. 

\lr  V^^iv^vrt?.  Now/then,  he  tells  you  in  one  breath  that  the  <'»•■ 
ui.4i!x  i^tv  not  making  dyes  and  that  the  market  is  liable  to  be  flooi^ 
.41  fuu  uu>>»m>nt  by  the  German  reparation  dyes  coming  from  Kt; 
Uuvl,  V\^m>^.  and  even 

<\  »i^*t\*r  Sv\xn\  Did  he  say  they  were  not  making  any  dyes? 

\h    v^u^vv*^^  That  is  an  exagsreration.  Senator,     rfe  jivs  -«*• 
b'W*  tu^t  ^iv^  tlu"  dyos/'    As  to  that  question,  he  is  contra jictt-i 

^^eM.^Uvr  Wxr^^N.  That  they  had  converted  the  dye  indnstr}*  inf 

\Jr  i'uvnrr.  As  to  their  production,  they  are  required  br  t  • 
Hv  >*N  V  un^ver  the  re|>aration  clause,  to  deliver  25  per  cent  of  tlie  o^-* 
xvluv)\  ihe>  ouike  of  their  daily  production  I  mean — ^to  the  \\\^- 
■|'l»\  IV  ^>^  uo  eh^vk  on  thi;^  report.  There  is  no  way  to  find  out  wh^r  •' 
O^v^N  >ux^  lelhusr  the  truth  or  not.  They  have  an  enormous  int<»j^-' 
ii\  uv»i  l^^lhniT  Ou^  truths  and  from  what 'we  know  of  the  Germans »' 
■kiN*  p'n(  \tuHl  in  U>lieving  that  they  would  not  tell  the  truth  under  »•  * 

rht\\  HIV  m^  ivc^uired  to  report  intermediates  at  all,  so  that  at  in*- 
Miv»»ueut  the  situation  may  be  that  they  have  piled  up  great  q«tiit 


TARIFF — DYES  EMBARGO.  575 

s  of  iixtermediates  that  are  almost  dyes  and  are  ready  to  flood  the 
irket  'with  dyes  thus  produced. 

The  Xariff  Commission's  report  will  show  that  in  1920 — and  dunng 
e  first  part  of  that  year  they  manufactured  very  little — they  made 
3,000,000  pounds  of  dyes. 

Xow,  as  to  the  question  of  what  they  have  got  on  hand,  I  have 
id  tliat  I  can  give  you  first-hand  information.  1  was  in  Paris  work- 
^  Avitli  the  Reparations  Commission  in  November,  1920.  The  Ger- 
an  trusts  made  an  official  complaint  to  the  Reparations  Commission, 
hich  you  will  find  in  their  files,  to  the  effect  that  the  Allies  were  not 
king  away  the  reparation  dyes  and  that  as  a  consequence  their 
arehouses  were  clogged  with  goods. 

Of  course,  the  gentlemen  know  that  since  November  and  Decem- 
jr,  1920,  the  dye  business  has  been  pretty  slack :  that  there  has  been 
^markably  little  opportunity  to  sell  dyes;  and  you  know  as  well 
kat  since  that  time  the  English  embargo  has  gone  into  effect.  Ac- 
>rdingly,  it  is  as  sure  as  anything  can  be  that  if  the  warehouses 
ere  clogged  with  dyes  in  November  and  December,  they  are  clogged 
ow,  and  if  they  are  clogged  it  means  that  they  have  large  supplies 
■hich  they  can  not  sell,  and  that  if  they  can  not  sell  them  they  have 
yes  that  they  can  give  away. 
Senator  Smoot.  Do  you  mean  to  say  tliat  Germany  produced  only 
0S.OOO,000  pounds  of  dyes  during  the  year? 

Mr.  Choate.  They  admit  no  more  than  103,000,000  pounds.    That 
3  the  statement  they  made  to  the  Reparations  Commission, 
Senator  Smoot.  That  is  only  51,500  tons. 

Air.  Choate.  Yes ;  that  is  about  two-fifths  of  the  usual  production. 
Senator  Sacoot.  They  were  producing  just  before  the  war  broke 
)ut  about  150,000  tons. 
Mr.  Choate.  One  hundred  and  fifty  thousand  tons,  perhaps. 
Senator  Smoot.  They  exported  135,000  tons  of  coal-tar  dyes  alone. 
Mr.  Choate.  Of  course,  Senator  Smoot,  we  must  remember  that  the 
production  in  the  early  part  of  1920  was  very  small. 

Now,  a  word  as  to  the  situation  of  those  German  works.  In  Novem- 
Wr,  1920,  Capt.  Norris,  the  head  of  the  dye  section  of  the  Repara- 
tions Commission,  who  happens  to  be  an  American,  made  a  trip  to 
the  German  dye  w^orks  and  in&pected  them.  The  Badische  works, 
which  before  the  war  were  about  the*  largest,-  and  which  before  the 
war  employed  11,000  men,  employed  in  1919,  at  the  time  they  adver- 
tised the  fact  in  ocder  to  secure  new  capital,  16,000  men. 

The  chief  director  of  the  Badische  Co.  in  November,  1920,  told 
Tapt.  Norris,  who  reported  it  to  the  commission  immediately  after- 
wards, that  they  were  then  employing  30,000  men  outside  of  the  air 
nitrogen  works,  which  is  one  of  their  main  undertakings. 

Mr.  Jacobv,  a  representative  of  the  State  Department,  went  to 
the  German  factories  in  March,  1921,  and  made  the  same  report.  He 
also  inspected  tdieir  factories  and  found  bhem  very  active. 

Senator  Cau>br.  Does  your  information  indicate  that  they  were 
manufacturing  dyes  ? 

Mr.  Choate.  Yes ;  I  am  coming  to  that. 

Senator  Smoot.  Were  you  there  in  1920? 

Mr.  Choate.  In  France  in  the  autumn  of  1920 — October,  Novem- 
l)er,  and  December. 

Senator  Smoot.  How  many  were  employed  there  at  that  time? 
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:!.'»iisjin.L    That  was  in  the  Badische  W«  : 
"*  '»      A5  •/  »mpareil  with  that,  we  have  d* 

'    •'  ':Z'.   'ur  whole  dve  industry. 
-   '.-  v*ur  rhe  number  was  11,00()  ? 

^    "  —  ^  .r  <  Vrmanv  was  producing  l.V  .  • 
■   ~      i^"  "••-s.  the  Badische  Works  were  m:/ 
~  "Lra  w:is  manufactured  in  <»► 

t>-T    irrh  «>r  one-third-     I  f«»r^ 


-  ..^   j.-^  T=r'»r:«'iiiir  less  in  19i?'  i- 

>-    --T:r  J***-  TT*  •'"•  t:«»Q.     I  do  not  * 
-  ■    —    -    f  u«<i  kriMtw  -«-hii  the  present  ;•' 

-  ---  -ii*r  Total  of  l^j"*  and  to  atteni; : 
_•    -^  •!!.  iliat.     However,  it  i>  •^liie    ■' 

-^     'j^-in<r  anythingr  like  -^ipaciiv    r 

TLtinishing  their  fonre.  h<?cauM*  it 

-•    --rir  force  employed  at.  I  •■'•ni-r:- 

-^   -r.\T  can  afFonl  to  keep   .•••.«••  r  • 

1^  the  or<ran Oration  t€»:?rC_er  •'•    ' 

,.  •-  -tie  to  the  effei*t  that  the  r>-'ar  pl»- 
-  -  ?;iT  is  that  in  the  same  expf  *  :>•» 
.-•>  Tis  shown  at  the  Badisihr  n   r-.- 
-:.    The  indanthrene  dyes  arr  i*  - 
1--  the  most  important  of  ul!.     I 

-  >  mpleted  but  was  still  ul  '► "     : 
•     -ce.    So  we  know  that  that  j'- 

-  •►^  V  dye  plant. 

•   ^  t  :.  a  final  analysis,  we  have  r  ' 
!«»    ■»:  ~:on,  it  is  true,  is  expresse-: 
.  •    »  %  ^  \?e  knowledge  is  concede<L  :*'  * 
>>    t^r  for  years  the  representativ*-  .  • 
•^t*  lierman  trust,  who  Ls  now  p  • 
:  <  AHmtry.    He  has  spent  two  V"-  *- 

•  ► : « ^  .  and  he  quite  obviously  hopt^  i- 

•  XL   .r!^x>rtation  of  German  dves  than  f' 


-   vt>  V  been  doing:  it? 
,    1^  ^v^*hes. 
*  '  V  5^  -^vs  name? 

^'i::^ht  you  were  talking  about  a  Oerr.   ' 
,  ^  ^.'>?.  S?nator,  that  your  misapprehen- 

.,    ;.  in  American  citizen. 
V  >ci    v^.at  Mr.  Metz  appeared  upon  the  fl^^^r 
.   >' /*  was  voted  on. 
i>    ,  'u»iite.  men  who  **      . »pp()9ed  to  the  emNari* 
I  ^:tie  of  mind  '  are  willinjr  to  '• 
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eve  that  Germany  is  not  making  dyes,  while  the  men  who  are  in 
Ivor  of  an  embargo  get  themselves  into  a  frame  of  mind  where  they 
re  willing  to  believe  that  unless  we  enact  some  legislation  soon  Ger- 
lany  Tvill  flood  us  with  dyes  in  30  days  and  thereby  destroy  the  dye 
idustry  in  America.  Why  do  you  not  get  down  to  facts  and  tell  us 
whether  the  American  industry  can  be  saved  in  the  absence  of  an  em- 
bargo and  whether  or  not  the  American  valuation  plus  a  certain  rate 
pill  protect  the  American  industry? 

Mr.  CnoATE.  My  view  is  that  you  can  not  be  sure  to  save  the  in- 
lustry  except  by  an  embargo. 
Senator  Watson.  Then  tell  us  why. 

Mr.  Choate.  Because  of  the  colossal  advantages  which  the  Ger- 
nans  have. 
Senator  Smoot.  Let  us  get  at  this. 
The  Chairman.  What  advantages  have  they? 
Mr.  Choate.  I  would  like  to  be  heard  on  that. 
Senator  Smoot.  Let  me  ask  you  a  few  questions,  and  then  you  niaj^ 
direct  your  remarks  to  those  questions.    Is  it  not  true  that  staple 
dyes — ^1  shall  not  enumerate  them,  because  you  know  them  as  well  as 
I  do — amount  in  dollars  and  cents  to  80  per  cent  of  all  the  dyes  that 
are  manufactured  in  this  country  or  in  the  world  ? 

Mr.  Choatb.  I  do  not  know  about  the  world.  I  think  it  is  true 
of  this  country. 

Senator  Smoot.  Well,  then,  this  country,  because  those  are  the 
dyes  that  we  use.  Of  course  as  to  the  bulk  of  them  it  is  a  great  deal 
more  than  80  per  cent.  With  respect  to  those  dyes,  don't  you  think 
that  we  can  put  a  duty  upon  the  80  per  cent  and  not  an  exceedingly 
hiffh  duty,  either,  that  will  take  care  of  them? 

Mr.  Choate.  I  think  if  those  dyes  were  unrelated  products,  un- 
connected with  the  manufacture  of  other  dyes,  you  could  unques- 
tionably protect  them. 

Senator  Smoot.  Let  me  refer  to  the  exact  conditions  under  which 
they  are  made  to-day.  Considering  the  way  you  are  making  them, 
the  way  Germany  is  making  them,  the  cost  in  this  country  and  the 
cost  of  making  them  under  German  conditions  to-day,  don't  you 
believe  that  with  the  American  valuation  and  a  percentage  everyone 
can  be  protected? 

Mr.  Choate.  I  do  not  think  so,  and  I  will  tell  you  why.  It  is,  a 
rather  complicated  story,  and  I  shall  have  to  go  into  it  at  some 
length.  It  is  in  my  brief,  but  I  think  it  may  be  advantageous  to 
state  it  now. 

The  difficulty  is  that  the  manufacture  of  every  one  of  these  dyes 
is  tied  up  with  other  dyes.  I  think  that,  with  one  or  two  exceptions, 
there  is  not  one  of  the  staple  dyes  in  which  economical  manufacture 
does  not  involve  the  manufacture  of  a  whole  chain  of  other  dyes. 

Senator  Smoot.  But  they  are  not  included  in  the  20  per  cent  I 
am  speaking  of. 

Mr.  Choate.  I  know  they  are  not.  Senator.  The  point  is  this: 
When  you  make  dye  "A,"  that  it  has,  say,  8  children  in  the  shape 
of  related  dyes  naturally  made  with  the  parent  product,  and  unless 
yon  make  the  8  children  and  sell  them  at  satisfactory  prices,  you 
can  not  make  a  low  price  on  dye  A.  Now,  the  Germans  make  dye  A, 
and  with  it  not  only  its  8  children,  but  also  perhaps  it  108  grand- 
children.   They  make  money  on  the  children  and  on  all  the  grand- 
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children,  and  sometimes  the  grandchildren  are  products  in  the  » - 
of  drugs  or  perfumes  that  sell  for  $5  a  pound,  or  even  $5  an  oun 
Unless  and  until  we  make  the  children  and  the  grandchildren  ai . 
sell  them  at  remunerative  prices  we  can  not  set  as  low  a  pri«e  i  ' 
even  the  parent  product  as  the  fellow  who  makes  the  family.  Thf -^ 
are  many  concrete  instances  of  that,  but  I  do  not  know  thai  ii  ■ 
necessary  to  go  into  it  further. 

The  other  reason  why  these  staples  can  not  bo  protected  by  a  liu*  j 
is  this:  There  is  an  immense  margin  of  difference  in  the  oo^s.    1 
is  impossible  to  state  accurately  how  much  because  of  the  relau«r 
which  the  by-product  bears  to  the  problem.    The  labor  cost,  ht»» 
ever,  is  shown  by  the  Tariff  Commission  to  be  five  times  as  great .. 
this  country  as  abroad. 
Senator  Smoot.  Let  us  not  get  off  this  matter. 
Mr.  Choate.  I  am  going  straight  to  the  point. 
Senator  McCumber.  I  think  the  witness  ought  to  be  alloweii  * 
answer  your  question.    You  asked  lum  this  and  he  is  attempting  * 
answer. 
Senator  Smoot.  But  he  was  getting  off  the  main  issue. 
Mr.  CHOATti,  I  think  not,  Senator.    First,  we  start  with  the  (i : 
that  there  is  a  discrepancy  in  costs.    I  can  not  give  the  exact  figun*. 
In  somft  cases  given  dyes  cost  less  than  nothing  because  they  are  V 
products  of  something  else. 

Senator  Simmons.  If  it  costs  nothing  over  there,  it  costs  nothirj 
over  here;  isn't  that  true? 
Mr.  Choate.  If  we  also  make  the  thing  of  which  it  is  a  by-prodn*"^ 
In  the  second  place,  there  is  this  colossal  difference  in  experience. 
Of  course,  that  difference,  as  you  all  know,  is  less  in  the  staple  dre 
than  it  is  in  the  others.    With  regard  to  those  dyes  which  we  ha^r 
been  making  for  four  or  five  years,  we  probably  get  almost  as  IirP' 
yields  from  our  raw  materials  as  they  do.    As  to  those  dves  of  whi^-i. 
the  children  and  grandchildren  are  new,  we  get  in  these  subsidijin 
and  related  products  almost  no  yields  at  all  compared  to  theirs.  "^ 
that  we  lose  from  one-quarter  to  one-half  of  our  materials  and  h^v.r 
and  therefore  we  start  this  situation  with  an  immense  and,  in  (ii^ 
nature  of  things,  indefinite  margin  of  cost  against  the  American 
producer.    Of  course,  if  that  were  all  there  were  to  it»  you  could  pn» 
tect  the  industry  by  a  tariff  if  you  made  it  high  enough.    Bot  that 
is  not  all  of  it.    The  difficulty  is  this,  that  we  have  as  the  nuin  com- 
petitor against  our  industry  the  colossal  German  trusty  this  unscrup- 
ulous monster,  that  we  all  know  about. 

Senator  Simmons.  I  understand  that  that  unscrupulous  tnL<  f^- 
fore  the  war  sold  us  dyes  at  a  rather  cheap  rate. 
*  Mr.  Choatb.  They  sold  us  dyes  for  what  they  thought  the  trafr 
would  bear.    The  single  trust  was  only  formed  in  1916.    Before  that 

time 

Senator  Simmoks.  They  sold  them  for  about  one-third  of  whit 
they  are  now  being  sold  for. 

Mr.  Choatb.  Certainly,  but  the  trust  was  only  formed  in  \Vi^ 
when  importation  was  no  longer  possible. 

Senator  Simmoks.  However,  they  had  an  absolute  monopoly,  it  ^ 
been  contended. 

Mr.  Choatb.  But  they  could  not  send  a  pound  of  dyes  into  thi? 
countiy  in  1916  when  the  I.  6.  was  formed.    Before  that  they  haJ 
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1  absolute  monopoly  in  the  sense  that  Germany  supplied  the  world, 
ut  their  industry  was  not  unified.  It  was  made  up  of  two  groups, 
18  one  consisting  of  Bayer,  Badische,  and  Berlin,  and  the  other  con- 
.sting  of  Hoechet,  Gassella,  and  Kalle. 

Senator  Simmons,  They  seem  to  be  more  fortunate  with  their 
rusts  than  we  are  over  here. 

Mr.  Choatb.  They  had  two  trusts  fighting  each  other,  and  that  is 
rhat  kept  the  prices  down.  The  present  single  trust  has  got  to  get 
ack  the  world's  market.  It  is  shut  out  of  France,  England,  and 
taly.  It  is,  I  hope,  shut  out  of  Japan.  I  do  not  know.  There  are 
ut  three  great  markets  left — China,  South  America,  and  the  great 
uarket  of  the  world,  the  United  States. 

Behind  that  trust  must  be  the  German  Government,  because  in 
he  recovery  of  world  supremacy  in  organic  chemicals  lies  the  only 
lope  of  the  restoration  of  the  military  strength  of  Germany.  There 
s  there  a  motive  so  colossal,  so  all-important,  that  it  would  drive 
my  of  you  gentlemen,  if  you  were  in  charge  of  the  German  institu- 
ion,  to  the  greatest  lengths  which  your  conscience  would  permit  in 
rying  to  recover  this  market;  and  I  might  say  that  the  length  to 
«rhich  the  conscience  of  the  German  trust  would  permit  it  to  go  has 
aever  been  measured.  It  is  impossible  to  deny  that  that  trust  is 
letermined  on  reconquering  our  market. 

The  CHAntMAN.  I  want  to  say  for  myself,  as  one  member  of  the 

committee,  that  this  horrible  nightmare  does  not  intimidate  me  a  bit. 

Mr.  Choatb.  I  admire  your  courage.  Senator. 

The  Chairman".  I  do  not  have  any  courage.   I  am  naturally  a  timid 

Quaker,  but  these  lurid  pictures  absolutely  fall  off  me  in  a  harmless 

way. 

Senator  MoLbabt.  They  fell  off  in  1915  and  we  were  all  timid 

Quakers  in  1915  and  1916.    We  had  made  no  preparation,  and  I  think 

that  some  of  us  regret  that  we  were  not  better  prepared  at  that  time. 

Senator  Curtis.  If  you  will  read  the  official  returns  of  what  that 

outfit  did  with  the  profits  made  on  dyestuffs  you  will  be  amazed. 

Mr.  Choatb.  I  must  say  that  I  do  not  see  how  anybody  can  read 
the  hearings  taken  before  the  committee  last  year  and  retain  the 
conrage  which  the  Senator  has  shown. 

Now,  if  I  may  continue,  I  would  like  to  say  that,  working  with 
this  tremendous  motive  back  of  them  and  their  immense  resources, 
this  trust  can  kill  or  destroy  our  industry  by  the  method  of  se- 
lective attack.  This  is  not  a  nightmare,  this  is  not  a  pipe  dream. 
It  is  a  simple,  inevitable  fact. 

No  American  dye  maker  makes  money  on  his  whole  line  of  prod- 
ucts, not  even  Mr.  Metz.    He  makes  a  number  of  things,  because  h(\ 
has  to  make  them  in  making  other  things. 
Senator  Watson.  What  about  full-line  forcing? 
Mr.  Choate.  I  am  coming  to  that. 

He  makes  these  other  things  with  the  hope  of  making  money 
later  if  he  can  beat  his  competitors  to  it.  But,  on  his  staples  for  the 
most  part,  competition  has  been  so  fierce  and  the  price  has  been 
brougnt  down  so  low  that  their  manufacture  is  not  profitable. 

The  tariff  commission  tells  you  that  52  per  cent  of  the  total  ton- 
nage of  dyes  made  in  this  country  consists  of  dyes  made  by  seven  or 
more  makers.  As  to  other  dyes  there  is  a  still  ^eater  number  of 
makers.    So  that  there  is  immense  competition  in  these  products 
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and  there  is  no  money  to  be  made  from  them.    At  the  other 
of  the  scale  there  are  some  200  dyes  each  which  is  made  bv   *'r 
maker  alone.    These  are  mostly  new,  and  with  regard  to  these  i.«  • 
dyes  the  inexperience  is  so  great  and  the  manufacturing  losses^  r 
so  tremendous  that  the  makers  can  not  hope  to  make  money.    T^ 
result  is  that  they  make  money  on  two  or  tnree  dyes  in  between  t... 
two  extremes.    The   Germans  are   past  masters  in  this  industr; 
They  know  what  those  new  few  profitable  dyes  are.     All  thnt 
ne(*essary  for  them  to  do  to  destroy  any  one  manufacturer  is  to  ;:. 
port  a  year's  supply  of  his  profitable  specialties  into  America  .i^ 
give  them  away.     No  antidumping  regulation  and  possibly  nothi^j 
else  that  can  be  devised  will  stop  such  practices  in  time  to  do  jit 
good. 

If  you  have  read  this  record  vou  have  seen  how  easily  it  ran  '• 
done.     Once  the  dyes  are  here  tney  can  be  given  away  and  no  « 't- 
will be  the  wiser.    It  will  be  absolutely  impossible  to  stop  this  ■ 
any  corrupt  practice  act,  because  the  importation  will  appear  to  • 
a  real  sale  at  a  fair  price.     And  so  I  say  that  if  we  had  only  fi  • 
competition  from  an  equal  opponent  to  meet  you  could  perhapj^  m»* 
the  difference  in  cost  on  these  staples,  considered  bv  tnemselr*^.  "  . 
a  tariff,  but  I  also  say  that  you  can  not  meet  the  selective  attack  » ' 
these  particular  staples,  although  they  are  our  strongest  prodn't- 
when  that  selective  attack  is  carried  out  by  an  opponent  such  a>  t' 
German  trust. 

Senator  Smoot.  I  do  not  know  that  it  is  necessary  to  go  into  iV 
question  any  further  than  to  state  this,  that  80  per  cent  of  the  il>^- 
in  the  world  are  staple  articles,  and  that  out  of  that  80  per  rem  •••' 
the  dyes,  taking  blues,  blacks,  browns,  and  the  synthetic  colors,  t^  ■ 
by-products  would  not  amount  to  more  than  7.5  per  cent  of  the  * 
per  cent. 

Mr.  Choatb.  In  value  or  in  quantity? 

Senator  Smoot.  It  would  not  oe  in  quantity. 

Mr.  Choate.  No  ;  not  in  quantity. 

Senator  Smoot.  I  am  taking  the  staples.  Grant  that  it  is  1*»  re- 
cent; I  am  perfectly  willing  to  grant  you  15  per  cent,  if  you  wiJi  ' 
Then  you  can  say  15  per  cent  of  the  80  per  cent,  and  that  is  V2  i"-r 
cent  of  the  whole  amount.  Now,  you  can  not  convince  me  that  wit 
the  American  valuation  and  a  duty  placed  upon  the  80  per  •>'* 
of  those  goods  you  can  not  keep  German  dyes  out  of  here,  unir-* 
they  really  want  to  give  them  away. 

Mr.  Choate.  I  think  they  will  give  them  away. 

Senator  Simmons.  Germany  is  not  going  to  give  them  away. 

Senator  Smoot.  Mr.  Choate  believes  that  Germany  will. 

Mr.  Choate.  I  believe  if  I  were  running  a  $500,000,000  pU^^ 
which  was  going  to  be  destroyed  unless  I  did  give  them  awgT. 
would  give  them  away. 

Senator  Smoot.  Well,  we  have  taken  10  per  cent  As  to  the  otti**' 
20  per  cent,  or  half  of  them,  those  are  colors  that  in  the  past  t»r 
manufacturing  country  in  the  world  could  produce  a  great  'l*/' 
more  of  than  was  wanted  in  all  the  world.  In  other  wonk  t.- 
business  is  so  small  that  it  would  not  pay  all  the  countries  to  eoi' ' 
upon  the  manufacture  of  those  tints  of  blues  and  pinks  and  sha^- 
of  delicate  colors.    No  one  has  started  to  do  it  in  the  past,  with  t 
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cception  of  Germany.    That  leaves  10  per  cent  over  and  above  80 
er  cent  that  there  is  fighting  ground  for. 

I  think  that  Gennany  did  control  it  and  I  think  that  through 
hat  you  term  the  German  dye  trust  she  will  control  that  10  per 
?nt,  but  that  does  not  affect  preparation  for  war  and  it  does  not 
ffect  the  question  as  to  whether  we  will  be  prepared  from  the  by- 
roducts  to  manufacture  the  other  80  per  cent  of  goods  and  that 
re  will  not  carry  on  that  work.  That  is  what  I  want  to  get  at. 
'here  is  no  one  around  this  table,  nor  is  there  anybody  in  the  United 
states,  who  wants  to  protect  the  dye  industry  more  than  I  do,  but 
am  not  in  a  frame  of  mind  which  makes  me  feel  like  saying  to 
he  dye  industry  of  this  country,  "  You  shall  have  an  embargo," 
particularly  the  kind  of  an  embargo  you  are  asking.  Your  idea,  is 
hat  if  the  goods  are  made  in  this  country  the  German  goods  shall 
lot  come  in.  Let  the  American  manufacturer  pay  the  extra  cost  for 
naking  his  dyes.  They  are  not  kicking  at  that.  They  have  sug- 
gested rates  that  no  dye  manufacturer  could  object  to.  They  want 
he  industry  established  in  this  country.  They  are  perfectly  willing 
opay  for  it,  but  they  do  not  want  an  embargo. 

Mr.  Choate.  On  that  last  point,  Senator  Smoot,  in  reference  to 
>ur  position,  we  advocate  not  the  last  House  bill,  not  the  provision 
in  this  bill,  but  the  Finance  Committee's  bill  of  last  year,  which  we 
think  is  better,  and  which,  with  a  few  slight  changes,  would  be  a 
more  satisfactory  arrangement. 

As  to  the  question  whether  20  per  cent  of  dyes  outside  of  the 
staples  are  likely  to  be  made  here,  let  me  say  that  if  you  establish  a 
dye  industry  firmly  in  a  country  small  manufacturers  can  live  and 
thrive  and  have  their  being  beside  the  big  ones  very  readily  and  can 
specialize  in  just  the  dyes  to  which  you  refer.  That  has  been  the 
case  in  Gtermany.  Throughout  Germany,  outside  of  the  big  six, 
there  have  been  small  manufacturers  who  have  made  their  living 
specializing  on  extra  high  quality  goods  of  these  special  types. 
That  industry  is  in  itself  of  great  value,  but  it  can  not  live  if  it  has 
to  get  its  raw  materials,  which  are  themselves  the  finished  products 
of  the  big  concerns,  its  advanced  intermediates,  from  foreign  sources. 
So  that  1  think  we  shall  make  everything,  no  matter  how  small  the 
consumption  or  individual  production  may  be,  before  we  get  through, 
if  you  will  save  us. 

It  is  quite  true  that  if  we  had  a  flourishing  dye  industry  making 
only  staples,  we  could  still  produce  the  materiah  needed  for  war.  You 
are  right  there,  but  the  flaw  in  your  reasoning  is  this:  The  essence 
of  chemical  warfare  is  surprise ;  it  is  the  new  thing  that  kills ;  it  is 
tlie  new  thing  that  is  hard  to  meet.  When  the  Germans  came  out  with 
new  gas,  it  was  a  question  of  touch  and  go  every  time  as  to  whether 
tliey  would  not  win  the  war  then  and  there,  unless  that  new  gas  was 
recognized  instantly  and  recognized  by  a  body  of  chemists  who  had 
knowledge  which  enabled  them  to  determine  what  was  a  proper 
jmtidote  for  that  gas  and  what  was  the  proper  protection  in  the  way 
of  p:as  masks.  But  for  the  possession  of  such  knowledge  the  Allies 
would  have  been  defeated  instantly- ,  on  the  first  use  of  several  of  these 
"^nbstances. 

Senator  Smoot.  The  discovery  to-day  is  in  the  hands  of  the  War 
Apartment. 
Mr.  Choate.  That  is  only  half  of  it. 
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Senator  Smoot.  They  make  the  discovery.  The  dye  manufactura 
in  Germany  do  not  do  that.    The  German  Government  does  it. 

Mr.  Choate.  I  must  differ  with  you  squarely. 

Senator  Smoot.  You  may  differ,  but  I  do  know  that  the  GeriiHi 
Government  has  those  experts  there,  and  I  know  they  are  worki^ 
it  out  in  connection  with  what  they  get  from  the  by-products  in  thi 
dye  manufacturing,  and  I  know  the  American  manufacturer  woufc 
not  withhold  any  of  those  products  from  our  Government,  if  our  Gw 
crnment  experts  were  experimenting  upon  the  production  of  a  nei 
poison. 

Mr.  Choate.  They  would  not.  Senator ;  jou  are  entirely  right, to 
tliis  extent,  that  the  Government  experts  will  undoubtely  do  pordj 
scientific  research  work  to  the  utmost  of  their  ability,  as  they  diil 
in  Germany.  But  it  has  been  stated  in  the  British  report  on  tlM 
German  industry  which  was  introduced  by  Gen.  Fries  yesterday, 
that  no  step  was  taken  during  the  latter  part  of  the  war  by  the  Ger- 
man high  command  without  the  consultation  on  the  one  hand  of  thi 
Krupps,  who  have  been  described  as  the  right  hand  of  the  Kaiser,  and 
on  the  other  hand  of  the  I.  G.,  which  may  fairly  be  described  as  thi 
left  hand  of  the  Kaiser — and  the  Kaiser  was  left  handed,  he  was  i 
''  south  paw." 

Senator  Smoot.  The  American  manufacturers,  as  far  as  that  ii 
concerned,  would  not  object  at  all  to  giving  all  the  information  aad 
working  in  cooperation  with  our  experts  in  tlie  War  Department) 

Mr.  Choate.  Surely.  But  the  point  is  that  the  dye  manufacturer— 
the  dye  chemist — spends.his  days  and  nights  worlang  on  these  prob- 
lems of  organic  chemistry,  working  constantly  with  the  very  ma- 
terials out  of  which  poison  gases  must  arise,  and  out  of  which  iheii 
antidotes  must  arise;  he  is  constantly  urging  forward  from  the 
boundaries  or  existing  knowldege ;  he  is  constantly  finding  out  new 
things.  He  has  got  to  do  so.  When  he  gets  a  given  problem  in  re- 
search, he  has  not,  half  the  time,  th6  necessary  data  to  begin  his 
answer  with;  he  has  to  work  out  wholly  new  fields  before  he  gets 
started. 

It  has  been  stated  authoritatively  that  any  skillful  chemist  work* 
ing  in  a  back  yard  with  a  couple  of  teakettles  and  shaving^  mugs  may 
at  any  time  discover  the  final  gas,  or  at  least  the  best  gas  up  to  that 
time. 

Surely  the  odds  are  enormously  in  favor  of  such  discoveries  being 
made  by  these  armies  of  chemists  in  the  dye  laboratories  which  arc 
Avorking  day  and  night  with  these  materials,  rather  than  by  one  of « 
few  Government  experts. 

Senator  Simmons.  How  mginy  of  them  are  working  in  that  wayt 

Mr.  Choate.  One  concern  in  this  country  has  600  such  chemists,  oi 
had  before  the  slump. 

Senator  Moses.  Are  they  going  to  stop  ? 

Mr.  Ciioatb.  Are  they  going  to  stop? 

Senator  Moses.  If  they  do  not  get  an  embargo,  are  they  going  t^ 
stop  work? 

Mr.  Ciioatk.  They  are  going  to  stop  work,  and  the  situation  is  a^ 
phi  in  as  day.  The  embargo  will  do  the  work,  as  Gen.  Fries  said.  Anj 
other  sort  of  protection  may  be  inadequate,  and  I  say  it  is  up  to  Con 
gress  and  to  the  United  States  to  take  no  chances.  The  possible  dam? 
age  in  the  way  of  inconvenience  from  emliargo  legislation  is  so  smal 
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ompared  with  the  possible  damage  of  the  loss  of  this  entire  industry 
hat  I  say  it  would  be  the  part  of  foolishness  to  take  a  chance  when  it  is 
lot  necessary.  Senator  Watson  asked  a  question,  and  I  have  for- 
fotten  what  it  was. 
Senator  Watson.  I  asked  you  about  f uflHine  forcing. 
Mr-  Choatb.  Unless  we  get  a  eonjple^e  dye  industry  »nd  make 
everything,  we  are  at  the  mercy  of  a  nation  which  has  a  complete  dye 
ndustry. 

A  man  wants  to  get  a  particular  dye — let  us  take,  for  the  purpose  of 
irgument,  a  vat  red,  which  is  not  on  the  market  in  this  country.  The 
I  Germans  have  it.  He  goes  to  their  agent  and  asks  for  some ;  in  words, 
nothing  is  said;  there  is  no  writing;  there  is  nothing  by  which  the 
process  can  be  detected.  But  he  finds  he  does  not  get  his  vat  red. 
Across  the  way  is  his  competitor,  who  also  wants  vat  red.  That  com- 
[)etitor  buys  all  his  goods  from  the  German  manufacturers.  He  gets 
his  vat  red.  A  little  thought  serves  to  convince  the  first  manufacturer 
that  perhaps  he  had  better  try  getting  all  his  goods  from  the  German 
manufacturer,  and  then  he  also  gets  his  vat  red.  And  so  by  that 
simple,  silent  process  the  German  gets  that  man's  entire  consumption 
of  those  dyes. 

Of  course,  another  allied  process  brought  out  in  the  last  hearing  was 
the  use  of  long-term  contracts,  where  it  was  shown  that  just  before 
the  war  the  Germans  were  refusing  to  sell  indigo  except  on  four-year 
contracts  covering  the  consumer's  entire  consumption. 

You  can  see  that  in  this  situation  if  we  let  the  German  dyes  in,  no 
matter  how  much  they  cost  by  reason  of  duty,  the  Oerma;n  manufac 
turer  who  can  supply  anything  which  we  caai  not  can  say  to  his  con- 
sumer silently,  "  You  diall  not  have  any  of  this  thi-ng  you  need  unless 
you  take  all  from  me,"  or  he  can  say,""  Very  well ;  you  shall  have  this 
[)articular  product,  but  only  if  you  will  contract  to  buy  your  supplies 
of  it  from  me  for  10  years." 

Senator  Smoot.  Why  did  not  the  German  manufacturers  do  that 
when  the  alizarines  first  came  out?  They  had  the  same  power,  and 
alizarines  were  used  a  thousand  times  more  than  the  vat  red  dye — 
yes.  ten  thousand  times  more ;  and  why  did  they  not  say  to  the  Amer- 
ican purchaser,  "  You  can  not  have  alizarines  here  unless  you  buy 
all  of  your  dyes  from  us  ?  ^  They  did  not  do  that. 
Mr.  Choate.  I  am  not  sure  they  did  not  do  it. 
Senator  Smoot.  I  am  sure  they  did  not,  because  I  bought  the 
alizarines  when  they  were  first  made  almost,  and  I  know  that  Ger- 
many never  asked  me  to  buy  other  goods  than  I  really  wanted  to 
buY  IProm  them. 

Mr.  Choate.  The  answer  to  that,  perhaps,  is  that  it  was  not  neces- 
sary to  do  any  "  full-line  forcing "  there,  because  you  had  to  buy 
almost  all  your  dyes  from  Germany  anyhow. 

Senator  Smoot.  That  is  not  true  either.    We  bought  a  great  deal 
of  thwn  from  England  then. 
Mr.  Metz.  And  from  Switzerland  also. 

Senator  Moses.  They  did  not  have  the  benefit  of  Mr.  Choate's 
advice.  Senator  Smoot. 

Senator  Watson.  How  many  dyes  did  you  buy  from  England, 
Senator  Smoot! 
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Senator  Smoot.  A  great  many  of  them.  I  used  to  bu}^  dyesti 
by  the  carload,  and  I  was  at  it  for  o^er  20  years,  and  I  can  not  i 
you  how  many  I  bought  from  England. 

Senator  Watson.  From  England  ? 

Senator  Smoot.  Certainly. 

Mr.  Choate.  Perhaps  you  bought  alizarine  from  England  ? 

Senator  Smoot.  No  ;  I  did  not. 

Mr.  Metz.  The  English  made  it,  sent  it  here,  and  were  in  1 
combination. 

Senator  Smooi'.  I  did  not  buy  it  from  them. 

Mr.  Choate.  The  British  alizarine  company  was  start e<l  bv  i 
Germans. 

Mr.  Metz.  I  do  not  care  if  it  was  started  by  the  German^:.  1 
British  alizarine  came  from  England,  nnd  they  were  competit 
here  in  the  market. 

Mr.  Choate.  At  all  events,  it  is  perfectly  apparent,  as  Sem 
Watson  suggested,  that  whether  they  did  it  in  the  past  or  whet 
thev  ought  not  to  do  it,  they  can  do  it  now. 

IS^enator  Smoot.  If  I  was  a  manufacturer  thev  would  not  hoW 
up  that  way. 

Mr.  Choate.  There  is  one  more  thing  I  wanted  to  add  in  rep 
to  staples — rather  an  apt  illustration.  1  suppose  that  as  staple  a  < 
as  any  is  magenta.  All  of  you  gentlemen  remember  the  great  hnn 
shoe  famine ;  how  for  a  couple  of  vears  during  the  war  we  coiiM  i 
get  any  brown  shoes,  except  of  that  peculiar,  impleasajit,  dark-i 
tinge  which  nobody  wanted.  That  was  due  to  the  absence  of  a  < 
called  phosphine,  which  is  the  only  thing  that  will  do  the  wo 
now  made  here  in  large  quantities.  By  the  process  ordinarily  n 
until  recently,  in  making  6  pounds  of  phosphine  you  had  to  mi 
94  ]>ounds  oi  magenta.  I  believe  they  have  gotten  rid  of  that  di 
culty  now,  but  it  was  a  difficulty  that  was  insuperable  until  a  i 
years  ago.  The  country  could  ccmsume  only  four  times  as  mi 
magenta  as  phosphine,  and  that  accounts  for  the  fact  that  in  p 
ducing  the  amount  of  phosphine  that  was  necessary  to  make  i 
brown  shoes  of  the  country,  for  which  the  demand  was  imperati 
we  hail  to  have  an  inmiense  overproduction  of  magenta:  an*!  li 
accounts  for  the  low  price  of  magenta  anil  is  a  perfect  instan-:* 
the  fact  that  the  stn])les  are  not  inde|HMulent  products  which  ran 
treated  as  if  they  were  cement  or  cotton  m*  any  other  product  wh 
is  connected  in  manufacture  with  other  thiniri^.  but  are  so  tied 
with  thi.^  interl(K'ke(l  indnstiy  as  a  whole  that  you  can  not  s-epai 
and  segregate  them. 

Is  there  anv  other  (luestion? 

Senator  McLkan.  Mr.  Choate.  ^>artuv>  tv:^iv>iMiting  the  textile 
dustries  appeared  before  the  commilttv.  ai..'  I  f:.:iik  parties  repres 
ing  the  hat  manufiictnrers,  and  thev  av  *o|>v\sed  to  the  emta 
because  they  say  that  at  present  it  is  "iiv^ssb-e  for  them,  ben 
of  the  prMTticnl  difV'ciiUic'  of  a  liceii>s  >\^>''-\  :.  i»vn  dyes  iii  lini 
accommodate  their  trade.  I  do  not  kr-»^^  >v'it'»:S:'v  you  have  cov 
that  in  vour  brief  or  not . 

Mr.  Choate.  I  think  I  have.    1  ^^'*-;'-;'^  '•■^^'  ''^^^  >i*y  a  word  aho 

here.    All  the  oi)|K)Rition  I  have  he.ir.l  Ncrv    -is  Svn  approprii] 

a«nunst  the  license  system  and  m>t  a>  a^:  t  •  --.  •.   -  .ill  clrawn  iw 

^n^nthmen  last  year.    It  is  (\uite  true  rJ -ii     ••  =-     «    uvnse  systen 
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lave  got  to  ask  for  a  license  first  and  get  it  passed  on  by  an  inde- 
)endent  body,  and  only  after  their  decision  is  reached  do  you  know 
vhether  you  can  get  the  goods  or  not.  Of  course,  that  does  interpose 
in  inevitable  delay,  which  I  am  not  surprised  on  the  whole  that  th^ 
extile  people  complain  about.  But  your  bill  should  be  carried  out 
>y  the  importable  list  system  by  which  the  Tariff  Commission  would 
ind  the  facts  and  list  the  dyes  that'^were  importable,  so  that  the  im- 
porter could  open  a  page  and  tell  at  a  glance  whether  a  given  dye 
was  importable  or  not,  and  there  would  be  no  delay  of  any  conse- 
quence and  no  uncertainty  because  the  importer  could  have  the  goods 
in  hand  just  as  before  the  war  and  delivered  immediately  if  they  were 
going  to  be  deliverable. 
Mr.  Metz.  And  carry  them  at  whose  expense,  Mr.  Choate? 
Mr.  Choate.  Well,  your  own  expense,  just  as  you  used  to  do  before 
the  war. 

Mr.  Metz.  I  think  not.  I  bought  them  and  paid  for  them,  and  I 
would  not  do  it  again  under  any  condition.    You  are  just  gfuessing. 

Senator  McLean.  There  is  just  one  other  question,  Mr.  Choate, 
which  I  want  to  ask  you.  In  regard  to  the  new  discoveries  for  gases 
and  color  compounds  or  dyes,  what  does  the  record  show,  comparing 
the  discoveries  that  are  made  by  the  Government  and  those  made  by 
the  chemists  that  are  employed  by  private  corporations? 

Mr.  Choate.  The  record  can  not  be  very  clear  about  that,  because 
much  of  the  information  which  the  Army  has  given  us  is  of  a  highly 
confidential  nature,  and  they  could  not  disclose  the  details,  I  should 
judge.  I  do  not  know,  and  I  do  not  believe  anybody  else  does  except 
the  Chemical  Warfare  Service,  where  the  discoveries  have  originated. 
But  Gen.  Fries  has  told  you  that  the  manufacturing  problems,  which 
are  just  as  important  as  your  technical  problems — the  problems  of 
pure  science — have  been  largely  worked  out  in  the  dye  works.  He 
told  us  that  mustard  gas  was  impossible  until  the  manufacturing 
problems  were  solved  in  the  little  French  dye  works  and  in  the  small 
English  dye  works  and  by  the  Dow  Chemical  Co.  out  here. 

Senator  McLean.  I  have  been  told  that  very  few  of  these  dis- 
coveries emenate  from  governmental  employees  or  chemists  employed 
by  the  Government. 

Mr.  Choate.  I  doubt  if  it  is  possible  to  get  any  exact  information 
on  that.    But  I  should  say  it  is  true,  for  the  reason  I  have  given  you, 
that  600  chemists  are  employed  by  one  concern  in  the  industry  on 
these  jobs  where  100  are  in  the  Government  employ. 
Senator  Smoot.  Thev  are  not  able  to  produce  poisonous  gas  ? 
Mr.  Choate.  They  do  not  want  to. 

Senator  Smoot.  Our  (jovernment  worked  that  out  and  they  worked 
it  out  in  detail. 

Mr;  Choate.  Yes;  but.  Senator,  these  products,  dyes  and  poison 
?ases  are  so  closely  related  that  you  can  not  fail  in  dye  research  to 
?et  at  masses  of  information  which  will  enable  you  as  soon  as  you 
(lesire  to  make  poison  gases — to  hook  up  additional  elements  onto 
your  previously  worked  out  materials  in  the  ways  which  are  known 
to  be  likely  to  produce  poison  gases. 

The  Chairman.  Does  any  member  of  the  committee  desire  to 
address  any  inquiry  to  Mr.  Choate  ? 
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Mr.  La  Foli^tte.  I  would  like  to  have  an  opportunity  U)  r»* 
Mr.  Choate's  brief,  which,  I  suppose,  is  to  be  considered  as  a  if 
of  his  statement  of  facts. 

Mr.  Choate.  Senator,  I  have  really  been  led  over  almost  ail  u- 
ground  in  it. 

Senator  La  Follbtte.  And  then  I  should  like  an  opportunity  ♦ 
ask  him  some  questions  after  I  have  read  it. 

The  Chairman.  Well,  if  you  will  indicate  the  day  in  which  v.. 
desire  to  have  Mr.  Choate  here,  I  have  no  doubt  he  will  be  gh*. ' 
come. 

Senator  La  Foll£tte.  I  will  endeavor  to  do  Uiat  work  at  oncf. 

The  Chairman.  He  will  be  here  this  afternoon,  perhaps. 

Mr.  Choate.  Could  you  make  it  this  afternoon.  Senator!  I  n 
very  anxious  to  get  away. 

Senator  La  Follette.  I  have  other  things  to  attend  to.    The  .V: 
ate  will  be  in  session,  and  I  do  not  know  how  much  I  will  be  int'- 
rupted  in  that  way.    I  would  like  to  get  an  idea  of  just  whom  y . 
represent,  Mr.  Choate.    You  have  perhaps  furnished  a  list  aire* 
to  the  committee  while  my  attention  was  diverted. 

The  Chairman.  He  submitted  that  this  morning. 

Senator  La  Follbtte.  Has  that  been  put  into  the  reeord! 

Mr.  Choate.  That,  I  understand,  has  been  put  into  the  reeord. 

The  Chairman.  That  was  offered  this  morning. 

Senator  La  Follette.  How  many  different  manufacturing  fsti'* 
lishments  are  organized  under  this  corporation,  which,  I  Uke  it  .• 
the  American  Dyes  Institute? 

Mr.  Choate.  I  do  not  think  it  is  a  corporation^  is  it  ? 

Senator  La  Follette.  Is  it  a  corporation  ? 

Mr.  Choate.  I  do  not  think  so.  It  is  just  a  loose  trade  asaociati'^ 
of  the  ordinary  type,  and  nobody  is  or^nized  under  it. 

The  Chairman.  When  was  it  organized? 

Mr.  Choate.  Can  anybody  give  me  that  date  exactly? 

Mr.  Stone.  About  the  first  part  of  1918. 

The  Chairman.  You  are  its  legal  representative? 

Mr.  Choate.  Yes ;  in  this  matter  simply. 

Senator  La  Follette.  Will  the  representatives  of  these  sewn 
manufacturing  establishments  appear  before  this  committee! 

Mr.  Choate.  Not  to  testify  on  their  own  volition,  becaoee  we  h«^' 
covert  the  ground,  at  the  request  of  Senator  Penrose,  as  netrW  i* 
we  could  in  one  statement.    Thev  are  here,  a  lot  of  them,  aod  »i 
be  very  glad  to  answer  any  questions. 

Mr.  Metz.  I  am  also  a  member  of  that  institute  and  pay  my  du*^ 
and  am  in  good  standing,  I  think. 

Senator  La  Folletie.  What  capital  does  this  association  rep?* 
sent? 

Mr.  Choate.  It  does  not  represent  any  capital. 

Senator  La  Foli^ette.  What  capital  is  represented  by  the  «vea 
members,  when  you  aggregate  it  all? 

Mr.  Choate.  It  is  very  difficult  to  say,  because  almost  all  of  li- 
large  companies  that  are  engaged  in  chemical  manuf  acturing  are  ec 
gaged  in  dye  manuf ac4:uring  only  to  a  small  extent;  for  example — 

Senator  La  Follette  (interposing).  They  know  how  much  th^} 
have  invested  in  that  branch  of  their  business,  I  suppose. 
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Mr.  Choate.  And  the  best  estimate  we  could  get  was,  at  the  last 
;aring,  taking  the  statements  given  us  of  the  total  investment  in  the 
re  '^orks  in  tne  country,  about  $93,000,000.  I  do  not  think  it  has  in- 
■eased  since  that  time,  because  ior  each  investment  in  actual  money 
lere  have  been  write-offs  and  losses. 

You  see,  in  such  a  concern  as  the  Allied  Chemical  &  Dye  Co., 
hich  has  been  flaunted  before  the  country  as  having  $280,000,000  in 
le  dye  industry,  only  a  very  small  end  of  that  is  in  the  business 
t  all.    The  National  Analine  represents  an  investment  of  $30,000,000. 

Mr.  Metz.  Did  they  not  have  stock  out  for  $60,000,000,  Mr.  Choate, 
efore  they  went  into  the  combine? 

Mr.  Choate.  I  do  not  think  I  can  answer  that. 

Air.  Metz.  I  can  answer  it,  and  the  records  can  answer  it. 

Mr.  Choate.  I  will  let  them  answer  that. 

Mr.  Metz.  I  can  answer  it. 

Mr.  Choate.  Mr.  Metz  can  answer  almost  anything. 

Senator  Simmons.  Did  I  not  understand  you  to  say  that  there  were 
mly  $93,000,000  invested  in  the  dye  business  in  this  country? 

^Ir.  Choate.  I  think  it  is  very  difficult  to  determine,  but  that  was 
he  best  estimate  we  could  reach  a  year  and  a  half  ago. 

Senator  Simmons.  Do  you  know  how  much  is  invested  in  the  in- 
lustry  in  Germany? 

Mr.  Choate.  I  can  give  you  that  pretty  closely.  I  have  not  got  the 
figures  here  at  the  moment,  but  they  appear  in  the  report  of  the  Brit- 
ish Parliamentary  Commission  on  Profiteering  which  has  just  been 
issued,  dated  May  29,  1921.  The  capital  of  the- German  trust — ^that 
is^  of  seven  of  the  larger  companies;  there  are  more  than  that  in  it 
now — ^in  1917  before  the  depreciation  of  the  mark,  was  383,400,000 
marks. 
Senator  Simmons.  Mr.  Choate-; — 

Mr.  Choate  (interposing).  Wait  a  moment,  if  you  will  excuse  me. 
I  want  to  finish  that.  That  was  the  nominal  capitalization.  The 
stocks  of  these  seven  companies  alone  at  that  time,  on  the  stock  ex- 
change, had  sold  for  a  long  time  at  an  average  of  well  over  400. 

The  nominal  capital,  -therefore,  was  in  the  neighborhood  of 
$90,000,000,  and  the  actual  value  of  that  capital,  figuredon  stock  quo- 
tations in  the  stock  exchanges,  was  between  $360,000,000  and  $400,- 
000,000.  Since  that  time  $888,000,000  of  marks  have  been  added  to  the 
capitaL  not  by  more  stock  dividends,  but  by  the  sale  of  stock  for 

cash.    Those  817,000,000  marks  are  worth  a  great  deal  less  than  they 

would  have  been  before,  but  they  are  worth  something,  and  they  have 

come  along  in  two  or  three  separate  issues,  so  that  the  first  oi  them 

were  issued  before  the  whole  of  the  great  depreciation  took  place,  I 

think.    That,  I  understand,  does  not  include  the  air  nitrogen  works. 

which  are  now  included  in  a  separate  company  with  a  capital  or 

500,000,000  marks,  which  is  managed  by  the  trust. 
So  that  the  total  nominal  capitalization  of  the  trust  is  now  1,200,- 

000,000  marks  odd,  and  plus  the  500,000,000  in  the  air  notrogen 

works — and  it  certainly  represents  actual  assets  of  over  $500,000,000 

gold.    And  that,  remembeir,  gentlemen,  was  mostly  put  in  at  times 

when  things  cost  very  much  less  to  do  than  now. 
Senator  La  Follette.  Do  you  figure  the  mark  at  1^  in  arriving 

at  that  conclusion  ? 
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Air.  Choate.  Oh,  yes;  because,  as  I  say^  the  387,000,000  mirk.- 
riominal  capital,  or  $90,000,000  nominal  capital,  was  at  the  time '"  • 
:f  or«  the  depreciation  of  the  mark  in  1917,  and  it  was  even  before  il 
^depreciation  of  the  mark  worth  four  times  that  on  the  stock  exchai^ 
figrures. 

Senator  La  Follette.  Are  the  members  of  that  the  members  of  t* 
tSeneral  Chemical  Companies? 

Mr.  Choate.  I  do  not  know  that  I  exactly  understand  what  y 
niean^  Senator.    They  make  things  other  than  dyes. 

Senator  La  Foixette.  I  mean  to  apply  it  to  the  statement  } 
niade  some  time  ago  that  in  that  list  you  have  furnished  wa>  t. 
iweml>ership  of  the  American  Dye  Institute  3^ou  state  that  onh    - 
sniall  portion  of  their  business,  or  of  the  business  of  some  of  the  r.»r. 
panies,  at  least,  repi-esent  the  real  dye  industry. 

What  1  want  to  get  at  is,  if  you  know — and  you  seem  to  have  m*  :• 
detinite  knowledge  about  the  German  combination  than  you  hi^- 
about  the  combination  in  this  country — what  the  total  capitalizat: 
tUat  you  have  just  stated  over  there  represents,  the  general  chenii'- 
Imsiness  or  is  confined  wholly  to  the  dye  business? 

Mr.  t^HOATE.  Of  course,  it  is  not  confined  onlv  to  the  dve  bu-^ines*. 

Senator  I-a  Foixette.  No  ;  I  assume  not.  I  suppose  their  nieni'»  • 
ship  is  composed  of  people  who  are  in  your  corporations  who  are*' 
ga&rtnl  in  general  chemical  manufacturing. 

Mr.  Choate.  I  think  that  is  not  quite  the  way  of  it.  Senator^  1 
do  not  think  there  is  any  company  in  the  German  dye  trust  to-''a' 
tluU  is  not  almost  primarily  a  coal-tar  chemical  company.    But  tl  • 
huYo  developed  additional  business  in  the  way  of  heavy  cheini'*:i  • 
und  big  chemicals,  of  course,  a  profitable  and  important  and  large  par 
of  t  lieir  wot  k.    Hut  it  is  not  like  the  combination  of  the  Allied  Oien 
orti  v^  Ove  Co.,  which  consists  of  an  acid  company,  a  soda  compaL.^ 
an\)  various  other  companies  specializing  in  heavy  chemicals,  all  i^y 
bined  with  a  single  dye  company.    Theirs  are  dye  companies  vhi*:. 
have  spivttil  into  other  things. 

Senator  Simmons.  AVlmt  was  our  production  last  year? 

Mr,   Cui»ATK.  Production  of  what? 

Senator  SiMMt>X8.  Dyestuffs. 

Mr.  CuoATK.  That  is  in  the  Tariff  Commission's  report.  I  lu  • 
not  obargtMl  uiv  memorv  with  it  in  six  months,  but  I  think  ^W* 
$v<0.iHHKiHHK 

S^Muitor  Simmons.  You  tell  us  it  is  $80,000,000  as  against  $50.("". 
IHH^  pi^uhuvil  in  Germany? 

Mr,  Cuo.vtKm  Our  consumption  is  about  60,000,000  pounds,  an.i  1 
think  our  pinnhictiim  Inst  year  was  perhaps  20,000,000  more. 

Senator  Smuit.  In  the  amouiit  of  capital  as  invested  in  thi?  i^ 
dustry  in  the  Vnited  States,  did  you  include  the  National  .Vnalinti 
i'henuv^nl  CoJ 

Mr,  Choatk,  1  did.^ 

Senator  MrLKAN.  You  did? 

Mr,  CinuTK,  Yes,  sir. 

Senator  SMun\  The  only  report  I  can  get  of  what  capital  tl.**' 
ba>o  is  twrnx  Hradst reefs  report,  and  Bradstreet^s  report  sh^*"?* 
^IH  a  r\^jHUi  frtun  that  company  alone  made  to  Bradstreetl  from  Ma' 
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9^   1917,  to  December  31,  1918,  approximately  18  months,  an  un- 
livided  earnings  during  that  period  of  $22,823,661.11. 
Mr.  Choate.  For  what  period  was  that? 

Senator  Smoot.  That  was  from  May  29,  1917,  to  December  31, 
918,  and  that,  as  reported  by  Bradstreet,  was  made  upon  a  capital — 
.  should  suppose  that  this  is  the  capital  that  they  say  they  have — 
>f  $25,504,654. 

Mr.  Choate.  Your  conclusion  from  that  would  be  the  capital  and 
jurplus  of  about  $47,000,000? 
Senator  Smoot.  No.    Thej'  do  not  say  what  their  surplus  is. 
Mr.  Choate.  Undivided  profits? 

Senator  Smoot.  Undivided  profits  during  that  time  was  $22,- 
XK).O00.  So  I  can  not  sav  what  their  surplus  was  before,  but  their 
idmitted  capital  is  $26,504,654. 

Mr.  Choate.  It  would  be  a  waste  of  time  for  me  to  discuss  that, 
because  I  know  nothing  about  the  facts. 

Senator  Simmons.  You  say  they  earned  $22,000,000  during  that 
time? 

Senator  Smoot.  During  the  18  months  they  made  upon  this 
amount  of  capital— or  what  they  reported  to  Bradstreet — that  is, 
on  a  capital  of  $25,504,650 — approximately  during  a  period  of  18 
months,  $22,803,661. 

Mr.  Choate.  My  figure  of  $30,000,000  is  the  figure  they  have 
given  in  the  investment  in  plant  and  research  up  to  a  certain  date, 
which  I  think  was  about  a  year  ago.  For  any  more  detailed  in- 
formation it  is  useless  for  you  to  ask  me,  because  I  haven't  it. 
But  you  have  some  manufacturers  here  who  will  be  ghid  to  tell  you 
anything  you  like. 

Senator  Smoot.  Are  you  counsel  for  the  Chemical  Foundation 
also? 
Mr.  Choate.  I  am ;  yea,  sir. 

Senator  Smoot.  What  connection  has  that  corporation  with  the 
American  Dye  Institute, 
Mr.  Choatj:.  None. 

Senator  Smoot.  They  do  not  w  ork  together  ? 

Mr.  Choate.  Oh,  they  work  together  to  this  extent:  That  it  is 
one  of  the  Foundation's  purposes  to  spread  chemical  information 
and  to  interest  the  public  in  chemical  education,  and  in  the  impor- 
tance of  chemistry.  That  work  naturally  dovetails  in  with  much 
that  the  Dye  Institute  does. 

Mr.  Metz.  Will  you  not  say  that  I  subscribed  $50,000  to  that  and 
paid  in  $30,000? 

Mr.  Choate.  Mr.  Metz,  I  can  not  say  everything  you  want  to  have 
said.    You  can  say  it  yourself . 
Mr.  Mftz.  I  suJDScribed  $50,000  to  the  Chemical  Foundation. 
Mr.  Choate.  I  must  confess  that  as  a  mouthpiece  for  Mr.  Metz 

I  seem  to  be  a  failure 

Mr.  Metz  (interposing).  You  can  tell  the  truth,  can  you  not.    I 
want  to  show  my  standing  as  an  American  manufacturer;  that  is  all. 
Mr.  Choate.  Of  course,  you  subscribed  $50,000. 
The  Chairman.  Are  you  through.  Senator  La  FoUette  ?    I  do  not 
want  to  hurry  you  in  any  way.    xou  can  go  on  if  you  desire. 
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Senator  Simmons.  Mr.  Chairman,  I  want  to  inquire  if  Mr.  St-  - 
may  be  heard  ?    Mr.  Stone  requested  me  yesterday  to  ask  that  Lf    < 
given  a  few  minutes  to  present  some  matters  to  the  committee. 

The  Chairman.  Do  they  relate  to  this  subject? 

Senator  Simmons.  Yes.. 

The  Chairman.  Well,  as  soon  as  the  termination  of  the  esaci'i. 
tion  of  Mr.  Choate  is  reached  the  committee  will  call  on  Mr.  >t  ■: 
at  your  request. 

Senator  Simmons.  Thank  you. 

Senator  Ija  Folleite.  I  want  an  opportunity  to  look  over  >■ 
Choate's  brief. 

The  Chahiman.  Then,  Mr.  Choate,  if  you  can  be  here  to-morr*'' 
perhaps — could  you  ? 

Mr.  Choate.  1  can,  but  it  will  be  at  a  very  great  sacrifice.  I  tco:. 
like  to  finish  to-day. 

Senator  La  Foi^lbtte.  I  have  other  public  duties  to  perforni  '• 
sides  examining  his  brief. 

The  Chahiman.  You  would  prefer 

Senator  La  Follbtte.  I  would  prefer  to  have  him  appear  here  t- 
morrow. 

Mr.  Choate.  Of  course.  Senator  La  FoUette,  the  first-hand  inf-  r 
mation  you  probably  want  as  to  the  most  of  these  matters  voo  « 
have  to  get  from  the  manufacturers  in  any  event. 

Senator  La  Foixette.  Possibly. 

Mr.  Choate.  Bear  that  in  mind. 

The  Chairman.  Then,  I  would  suggest,  Mr.  Choato.  if  it  m^*- 
your  approval  and  that  of  Senator  La  FoUette — it  is  a  very  imporur* 
matter  and  one  in  which  Mr.  La  FoUette  is  greaty  intereste<l  in  i^f*. 
ting  to  the  bottom  of — ^that  you  have  such  gentlemen  as  may  «»cr-  • 
to  you  present  here  to-morrow. 

Mr.  Choate.  They  will  all  be  here.    They  are  all  here  now. 

The  Chairman.  Then,  could  we  go  on  with  the  examination  ' 
some  of  them,  Senator  La  FoUette,  or  would  you  rather  wait? 

Senator  La  Foluette.  I  would  like  to  loot  over  Mr.  Choate's  l»r » ' 
and  familiarize  mvself  with  the  testimonv  he  has  given  heretofofv. 
ou  have  a  copy  of  it? 

Senator  La  Follbtte.  Of  your  brief? 

Mr.  Choate.  Yes. 

Senator  La  Follettb.  Yes;  I  secured  a  copy. 

The  Chairman.  Then,  if  it  is  the  pleasureof  the  comroittef.  tl- 
examination  of  Mr.  Choate  and  his  associates  will  be  suspendeij  f ' 
the  time  being,  and  at  the  request  of  Senator  Simmons.  Mr.  ^v^r- 
will  address  the  committee  on  this  subject. 

Mr.  Stone,  will  you  state  your  full  name  for  the  record  ? 

STATEMENT  OF  MB.  CHABLES  H.  STOHE,  YICB  PBBSIBEIIT  AT 

LANTIC  DYESTTJIT  CO.,  BBOOKIIHE,  MASS. 

Mr.  Stone.  My  name  is  Charles  H.  Stone. 
The  Chairman.  Where  do  you  reside  ? 
Mr.  Stone.  In  Brookline,  I^ass. 
The  Chairman.  What  is  your  business? 

Mr,  Stone.  I  am  vice  president  of  the  *        * •-*  Dyestuff  Cx).,  wh* 
home  office  is  in  Boston. 
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The  Chairman.  Where  are  their  works  located  ? 
Mr.  Stone.  One  is  located  at  Burrage,  a  village  26  miles  south  of 
»ostonj  and  the  other  at  Portsmouth,  up  in  Senator  Moses's  State, 
ew  Hampshire. 

Senator  Simmons.  Mr.  Chairman,  I  want  to  say  that  in  asking 
lat  Mr.  Stone  be  heard,  I  do  not  Imow  whether  he  is  going  to  say 
>inetliing  for  or  against  the  views  I  may  have.  I  do  not  know  any- 
ling  about  that.   He  just  made  the  request  of  me. 

^Ir.  Stone.  In  view  of  Senator  Simmons's  remarks,  I  ought  to 
liank  him  for  giving  me  the  opportunity  of  appearing  here  and  to 
ssure  him  that  I  am  not  going  to  embarrass  him  on  account  of  his 
iews,  even  though  we  did  come  from  North  Carolina. 

The  Chairman.  The  committee  will  be  in  order  and  the  witnesses 
irill  cease  conversation.  If  witnesses  desire  to  consult  or  confer  they 
rill  retire  to  a  very  large  room  adjoining,  which  will  hold  all  of 
hem. 

Mr.  Stone.  Mr.  Chairman,  I  come  as  the  representative  of  one  of 
he  small  manufacturers. 
Senator  Watson.  Manufacturers  of  dyestuflPs? 
Mr.  Stone.  Of  coal-tar  dyestuffs.  We  feel  that  we  require  unusual 
protection  at  your  hands  if  we  are  to  stay  in  business,  and  we  feel 
:hat  we  must  snow  you  why  you  are  justified  in  giving  us  this  unusual 
protection.  I  want  to  give  you  a  few  facts,  most  of  which  I  have 
taken  from  Government  records.  In  behalf  of,  first,  our  industry,  the 
American  coal  tar  chemical  dyestuff  industry,  and,  second,  in  be- 
half of  our  belief  that  it  is  only  through  such  protection  as  Senator 
Watson's  bill  that  he  prepared  last  fall  would  give  us. 

If  I  may  review  a  few  questions  that  seem  to  be  in  the  minds  of 
some  of  you  gentlemen:  At  the  outbreak  of  the  World  War  there 
were  a  few — ^four  or  five  or  six  or  seven— coal-tar  dyestuif  manu- 
facturers in  America.  These  makers  were  producing  about  5  per 
cent  of  the  total  amount  of  coal-tar  dyes  that  were  required.  The 
other  95  per  cent  were  imported  mostly  from  Germany. 

To-day — seven  years  later,  almost  exactly  after  the  outbreak  of  the 
^ar — we  have,  according  to  the  Tariff  Commission's  report,  pre- 
pared by  the  Government,  of  which  you  gentlemen  are  an  important 
part,  82  independent  coal-tar  dyestuff  manufacturers. 

What  are  the  outstanding  facts  that  we  discover  that  have  trans- 
pired during  these  seven  years?  Our  imports  of  coal-tar  dyes  prior 
to  the  war  were  from  40,000,000  to  50,000,000  pounds.  We  have  no 
public  record  of  what  the  American  dyestuff  industry  did  prior  to 
the  year  1917.  That  year  the  Tariff  Commission  made  us  a  report 
on  what  the  industry  had  done,  and  we  find  that  in  1917  we  produced 
as  many  pounds  of  dyes  in  this  country  as  we  had  been  importing 
annually  just  prior  to  the  outbreak  of  the  war.  Furthermore,  we 
find  that  these  46,000,000  pounds  of  dyes  were  sold  at  an  average 
price  of  $1.26  per  pound. 

In  1918  very  considerable  progress  had  been  made.  That  year  we 
made  about  58,000,000  pounds  of  dyes — more  than  we  had  imported 
in  any  previous  year  prior  to  the  outbreak  of  the  war.  And  these 
we  sold  at  an  average  price  of  about  $1.07  per  pound,  a  substantial 
reduction  from  1917. 
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In  1919  we  had  made  further  progress.  We  made  65,000,000 poray :- 
of  dyes,  and  these  were  again  sold  at  an  average  price  of  $1.07  prz 
pound. 

In  1920  we  showed  still  greater  progress.  We  made  88,000.»i» 
pounds  of  dyes,  perhaps  one  and  two-fif uis  times  as  much  as  we  h^ : 
imported  prior  to  the  war,  and  these  were  sold  at  an  average  pn.* 
of  about  $1.08  per  pound. 

Let  me  say  here,  gentlemen,  the 

Senator  Simmons  (interposing).  Will  you  give  the  average  pri-* 
the  American  people  paid  for  those  before  the  war? 

Mr.  Stoke.  The  nearest  that  we  can  get  to  that,  Senator  Simroot*. 
is  to  take  the  possible  volume  of  business  of  the  German  impon;aj 
houses  against  the  possible  number  of  pounds  that  were  used.  ^' 
would  then  get  perhaps  60,000,000  pounds  of  colors  that  were  «•»:: 
for  anywhere  from  $30,000,000,  $40,000,000,  or  $50,000,000. 

Senator  Simmons.  I  was  trying  to  get  the  average  at  which  tlie^ 
German  dyes  that  you  say  were  imported  almost  exclusively  to  ili  - 
country  before  the  war — that  you  are  talking  about — were  sold  ii 
You  give  the  average  of  the  price  at  which  you  sold  them.  Now.  :f 
you  will  give  the  average  price  the  American  people  were  payic^r 
before  the  war  and  buying  from  Germany  it  will  answer  my  inquiry 

Mr.  Stone.  This  is  the  best  estimate  that  has  been  given*  Senaii-r 
Simmons,  to  my  mind,  prior  to  the  war  our  per  capita  dye  cost  wt-» 
from  80  to  35  cents  per  person.  That  would  seem  to  indicate  that  o'lr 
dyes  then  were  costing  about  one-half  what  they  are  to-dav,  bec«u?v 
when  I  use  the  records  given  by  your  Tariff  Commission  t  find  thi: 
the  per  capita  dye  cost  for  your  American  citizens  to-day  is  6(J  or  ?• 
cents  per  pound,  or  substantially  double  what  it  was  prior  to  the  war 

Senator  Simmons.  I  have  understood  one  witness  to  testify— I 
do  not  know  who  he  was — that  the  average  price  he  paid  heU^^v 
the  war  was  about  20  cents  a  pound. 

Ml*.  Stone.  Well,  let  his  testimony  stand  as  his  testimony.  D"< 

mine. 

You  gentlemen  have  noticed  that  the  average  price  of  the  Amer- 
can-niade  dyes  has  not  declined  substantially  for  three  vears,  Y*.; 
want  to  know  whv  this  is.  We  refer  to  the  Tariff  Commission  n-- 
port  for  n)i>()  and  we  find  that  there  is  from  1917,  1918,  and  11*1'.' 
a  vei\v  substantial  increase  in  the  quantity  of  high-priced  dyes. 

Let  mo  lay  out  some  data  here  so  that  I  can  give  you  some  specifi- 
in^t  uncos. 

Sonator    Dillingham.  You   mean  those   dyes  produced  in  ih' 

country  f 

Ml'.  \S'iH>XE,  Those  dyes  produced  in  this  country.  Senator:  res. 

\\i>  will  take  the  year  1918,  for  which  the  record  is  quite  conjplet*'. 
unci  in  tho  voar  1919,  and  then  the  year  1920  These  are  the  report? 
of  (ho  Tariff  t\)mmission  to  the  President.  I  will  refer  to  col^r* 
thut  const  itute  h\rge  quantities  of  our  requirements.  We  find  thit 
in  ilMH  thut  direct  yellow,  which  constitutes  a  large  item  of  ct^- 
Huniption  in  tliis  country,  was  sold  for  an  average  price  of  ifcJ-i'* 
por  pound. 

Senator  Watson.  What  was  that? 

Mr.  S'n)NK.  That  was  direct  yellow. 

Honutor  Mosks.  You  are  not  manufacturers  of  that? 
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Mr.   Stone.  Not  of  direct  yellow. 
Senator  Moses.  What  yellows  do  you  make  ? 
Mr.  Stoxe.  We  make  sulphur  yellow. 

In  1919  we  made  as  much  dire'^t  yellow  as  we  did  in  1918,  or  a 
ittle  more — 40  per  cent  more.  We  sold  that  at  $1.74  a  pound,  a 
eduction  from  $2.61  to  $1.74.  In  1920,  of  this  same  color  we  had 
I  very  considerable  amount;  the  competition  in  this  color  had  de- 
eloped  in  the  meantime — in  1917  and  1918 — and  there  were  about 
ix  or  seven  manufacturers,  but  when  we  come  down  to  1920  we 
lave  eight.  I  see  among  them  the  larger  manufacturers.  That 
rear  we  made  a  substantial  quantity  which  was  sold  at  $1.49  per 
jound.  The  price  of  this  color  was  nearly  cut  in  two  from  1918 
:o  1920;  and  I  may  say,  as  a  dye  seller,  that  the  price  of  the  direct 
vellow  referred  to  here  is  substantially  below  the  price  of  $1.49, 
which  is  the  recorded  price  of  1920. 

Shall  I  go  on  and  relate  other  instances  like  this,  Senator  Pen- 
rose, to  show  the  decline  in  price  of  dyes  in  this  country? 

The  Chairman.  You  state  anything  that  you  think  the  rommit- 
tee  ought  to  know  from  your  angle,  but  remember  that  the  com- 
mittee is  going  very  slowly  toward  accomplishing  anything. 

Mr.  Stone.  I  know  your  time  is  valuable.     Then,  let  me  go  on 
with  one  or  two  other  colors.     Let  us  take  melanile  yellow.     In 
1918  we  have  no  recorded  price,  because  there  were  not  enough 
manufactured  to  justify  the  Tariff  Commission  in  recording  the 
price. 
Senator  La  Follette.  What  color  is  that  ? 
Mr.  Stone.  M-e-1-a-n-i-l-e,  which  is  an  acid  yellow,  Senator. 
In  1919  we  have  a  price  of  96  cents. 

In  1920  we  made  a  substantial  quantity  of  that,  and  still  the  price 
remained,  as  there  was  an  enormous  demand  for  it  for  export — I 
want  to  show  both  sides — substantially  the  same  as  it  was  in  1919. 
But  now  since  the  slump  in  business,  the  price  of  this  color  is  sub- 
stantially below  what  it  was  in  1920. 

I^t  us  go  to  another,  chrome  black,  which  is  used  by  Senator 
Smoot — who  is  not  present  now — in  the  woolen  trade.    In  1918  that 
sold  for  $1.62;  in  1919  it  sold  for  $125,  and  in  1920  it  sold  for 
^1.10;  and  to-day  that  same  color,  of  the  same  quality  and  the  same 
strength,  is  selling  for  about  75  cents. 
I  could  relate  a  number  of  other  instances  like  this. 
Senator  Simmons.  What  did  that  sell  for  before  the  war? 
Mr.  Stone.  I  beg  your  pardon. 

Senator  Simmons.  What  did  that  sell  for  before  we  began  to 
produce  ? 
Mr.  Stone.  Perhaps  an  average  of  45  or  50  cents  per  pound. 
Senator  Moses.  How  much  was  the  production  of  this,  Mr.  Stone, 
wfore  the  slump  in  business  to  which  you  referred  ? 

Mr.  Stone.  It  would  be  purely  a  gue^s,  Senator  Moses,  for  me  to 
endeavor  to  frame  an  answer  to  you.  There  is  very  sharp  competi- 
tion among  the  82  independent  manufacturers  of  this  country,  and  we 
<^an  certainly  ascribe  some  of  it  to  the  slump  in  business.  We  can 
perhaps  ascribe  more  of  it  to  the  fact  that  the  German  chemical 
catele  is  producing  enormous  quantities  of  dyestuffs,  which  she  is 
Jiistributing  all  over  the  world,  except  to  those  countries  which  have 
barw/1  German  dyestuffs. 
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Senator  Moses.  Would  that  necessarily  affect  the  price  of  ti 
market  ?    They  are  not  accessible  to  this  market  ? 

Mr.  Stone.  No  ;  they  are  not  accessible  to  this  market. 

Senator  La  FoUiEiTE.  Do  we  export  that  color? 

Mr.  Stone.  I  doubt  if  we  do  in  any  substantial  quantity. 

Senator  La  Folx.ette.  Then,  if  we  do  not,  you  would  not  be  atf-- 
ted  by  German  exports  to  other  countries.    The  price  would  no:  •• 
affected? 

Mr.  Stone.  Unless  those  other  countries  were  getting  the  busin  — 
that  our  woolen  manufacturers  had  been  getting. 

Senator  Moses.  Just  what  do  you  mean  oy  that,  Mr.  Stone  i     I» 
you  mean  that  the  German  dyes  were  being  sent  to  other  count r- 
and  that  textiles  were  bein^  brought  here   in  competition  w 
American  textiles,  and  that  that  might  affect  the  price  of  dye*  .- 
this  country? 

Mr.  Stone.  I  mean,  if  we  had  been  selling  our  products  in  Jaft 
dyed  with  this  color,  that  if  our  manufacturers  had  lost  that  mariw- 
to  some  other  manufacturer,  then  we  would  be  deprived  of  the  si 
of  the  black  through  our  fabrics. 

Senator  Moses.  What  do  you  say  about  bringing  in  fabrics  fr  •• 
Kiirope  dyed  with  colors  which  our  textile  people  could  not  petf 

Mr.  Stoxk.  I  do  not  consider  that  an  exceedingly  serious  quest.  ' 
becuiuso  I  believe  that  if  there  are  some  manufacturers  of  dyes  wL! 
are  highly  important  or  possess  unusual  properties,  that  those  m.ir 
facturers  outside  of  America  would,  perhaps,  want  to  use  th^m 
fabrics  and  export  the  fabrics.     What  I  mean  here  is  that  if  t  - 
American  dyestuff  industry  is  not  properly  protected,  and  is  -. 
merged,  that  some  day  there  is  a  possibility  of  those  countries  t-  ." 
control  the  dyestuffs  keeping  their  dyestuffs  in  those  countries  a' 
uniiig  Ihem  in  their  textiles,  thus  destroying  the  American  text, 
industry. 

1  f  T  may  go  on,  gentlemen 

Senator  La  Foixette  (interposing).  Had  you  finished  with  }•.  • 
citntions  from  the  reports  of  the  Tariff  Commission? 

Mr.  Stoxe.  T  shall  not  make  any  more  citations  unless  you  ^  - 
(lu«n»,  Senator  La  FoUette,  exce])t  one,  which  is  Congo  red,'  if  I  *Ji- 
locate  that  color.    Will  some  of  you  gentlemen  tell  me  the  num  •' 
of  it? 

Congo  red — we  produced  a  substantial  amount  in  1918,  whi<  h  ^:- 
HoM  for  $'2.01  per  pound,  average. 

In  H)H)  we  sold  it  for  $1.12  per  poimd,  substantially  one-haU  i- 
price  of  1918. 

In  1020  we  sold  it  for  86  cents  per  pound,  which  is  another  ^•. 
Htantial  reduction,  and  to-day  you  can  buy  Congo  red  on  the  Airnr 
can  market  at  50  cents  per  pound,  or  thereabouts. 

S(»iuitor  La  Folletti-:.  You  have  .selected  four  different  color?  fnc 
the  list  published  by  the  Tariff  Commission.  Do  the  rept>rts  iz\z 
wliich  you  have  quoted  give  the  general  trend  of  the  prices  of  a!!  •  * 
the  dyes  manufactured  in  this  country? 

Mr.  STt)NE.  They  do,  Senator. 

S(»nator  La  Foiij':TTE.  Do  they  state  in  some  summary  an  »rero 
for  each  j'ear? 

Mr.  Stoxe.  That  is  what  I  have  just  quoted  prior  to  this.    In  l^t* 

our  price  was  $1.07. 
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Senator  La  Follette.  You  have  quoted  the  average  of  the  particu- 
ar  color  that  you  selected  from  that  list,  but  do  they  state  the  aver- 
L^e  trend  of  prices  on  all  of  the  colors? 

^Ir.  Stone.  My  first  quotations,  if  I  may  set  you  aright,  Senator, 
vere  on  our  total  production. 
Senator  La  Follette.  I  thought  direct  yellow  was  the  first  color. 
^Ir.  Stone.  That  is  a  specific  case. 
Senator  La  Follf:tte.  You  selected  four  specific  cases. 
Senator  Moses.  What  was  that  color? 
Mr.  Stoke.  Congo  red. 

Senator  Moses.  Is  that  used  extensively  in  this  country? 
^Ir.  Stone.  Not  so  much  now,  Senator  Moses.    We  have  replaced 
it  with  other  better  colors. 

Senator  Moses,  TVTiere  is  Congo  red  chiefly  used  ? 
Mr.  Stone.  It  is  exported  as  a  rule,  I  believe. 
Senator  Moses.  To  what  country? 

Mr.  Stone.  I  think  that  I  would  have  to  name  most  of  the  textile 
countries  of  the  world. 

Senator  Moses.  Is  not  that  a  very  popular  color  in  the  Orient? 
Mr.  Stone.  It  is,  I  am  told. 

Senator  Moses.  And  used  very  much  in  the  textile  mills  in  India. 
Mr.  Stone.  We  can  assume  so. 

I  stated  that  the  average  price  of  dyes  had  not  come  down  sub- 
stantially, as  reported  by  the  Tariff  Commission,  for  the  years  1918, 
1919,  and  1920. 

Senator  La  Follette.  Did  you  state  the  price  for  1921  up  to  the 
present  time,  so  far  as  you  know  it ;  the  average  ?    What  is  the  trend 
of  prices  on  all  of  the  colors? 
5Ir.  Stone.  I  would  have  to  guess  that. 
Senator  La  Follette.  You  would  not  know  that  ? 
Mr.  Stone.  No  ;  that  is  not  public  property  yet. 
Senator  La  Follette.  May  I  ask  j^ou  to  state  again,  if  you  please, 
what  companies  you  represent! 
Mr.  Stone.  One  company. 
Senator  La  Follette.  Just  one  company  ? 
Mr.  Stone.  Yes,  sir ;  the  Atlantic  Dyestuff  Co. 
Senator  La  Follette.  Is  that  a  manufacturing  concern  that  manu- 
factures dyes  exclusively,  or  is  it  a  general  chemical  manufacturing 
plant? 
Mr.  Stone.  They  manufacture  coal-tar  products  exclusively. 
Senator  La  Follette.  What  is  the  capitalization? 
Mr.  Stone.  $100,000, 1  believe,  is  the  capital  stock. 
Senator  La  Foijlette.  Is  it  paid  in  in  cash? 

Mr.  Stone.  I  think  that  it  would  be  better  to  say  in  cash  and  the 
equivalent  of  cash. 
vSenator  La  Follette.  In  cash  and  property  ? 
Mr.  Stone.  Cash  and  property ;  yes,  sir. 
'Senator  La  Follette.  When  was  it  organized  ? 
Mr.  Stone.  In  1916, 1  believe. 

Senator  La  Follette.  Are  you  an  officer  of  that  company? 
Mr.  Stone.  Vice  president. 

Senator  La  Folijsite.  What  salary  does  that  company  pay  to  its 
president  ? 
Mr.  Stone.  That  I  do  not  know.  Senator. 
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Senator  La  Follette.  What  salary  does  it  pay  you  ? 

Mr.  Stone.  That  I  do  not  think  you  want  me  to  answer,  Senator. 

Senator  La  Follette.  Yes ;  I  do.    I  want  you  to  answer  it. 

The  Chairman.  Mr.  La  Follette  wants  you  to  answer  it,  but  you 
not  have  to  answer  it  if  you  do  not  want  to. 

Senator  La  Follette.  I  am  not  certain  about  that,  Mr.  Chai 

The  Chairman.  We  can  consider  the  question  of  drastic  pr 
ings,  if  necessary;   but  in  the  meanwhile  the  witness  declines  to, 
answer. 

Senator  La  Follette.  I  think  that  if  the  testimony  taken  befa 
this  committee  is  to  have  any  value  at  all,  we  ought  to  have  all 
facts  that  bear  upon  the  profits  of  the  company. 

Senator  Simmons.  I  think  that  is  a  very  pertinent  question  to  tliii^ 
inquiry.  We  are  trying  to  get  at  the  cost  of  production  in  thig- 
country,  and  that,  I  understand,  is  one  of  the  fundamental  principles ; 
underlying  all  tariff  legislation. 

Senator  La  Follette.  I  think  it  is  basic.  I  think  we  are  wasting 
time  here,  Mr.  Chaiiman,  unless  we  go  right  to  the  bottom  of  tbm 
whole  business  and  find  out  how  much  money  is  actually  invested  in  t 
business,  find  out  the  cost  of  production  for  every  unit  of  production 
All  of  these  companies  know,  to  the  last  fraction,  the  cost  price  of  the 
production  of  everything  that  they  are  turning  out.  Then  we  want 
to  know  what  part  of  the  cost  of  production  of  every  unit  is  labor 
and  what  part  is  capital,  what  part  is  overhead  and  what  part  n 
represented  in  all  the  items  that  go  to  make  the  cost  balance  sheet 

Senator  Simmons.  They  rest  their  case  absolutely  on  that. 

Senator  La  Follette  (continuing).  What  percentage  of  profit  the? 
make  on  their  capital.  Then  we  ought  to  get,  as  far  as  possible,  tlii 
same  infonnation  with  respect  to  the  competing  industries  abroad. 
Then  we  have  got  a  real  basis  for  scientific  tariff  making.  Without 
that  I  think  we  are  just  fanning  the  air  here,  mainly. 

Senator  Simmons.  Why,  certainly. 

Senator  La  Follette.  I  believe  that  the  witnesses  who  appear  in 
as  important  a  proceeding  as  this  ought  to  all  be  sworn  and  they 
ouffht  to  be  required  to  answer. 

The  Chairman.  I,  personally,  do  not  see  any  objection  fi-om  the 
witness'  point  of  view  to  his  telling  the  committee  what  salary  he 
receives.  It  is  a  matter  of  common  knowledge,  ultimately,  to  a  lar^re 
number  of  people. 

Senator  La  Follette.  I  will  just  withdraw  that  question  for  » 
moment. 

Mr.  Stone.  Thank  you. 

Senator  La  Follette.  In  what  State  is  your  company  organized 
and  incorporated  ? 

Mr.  Stone.  Massachusetts. 

Senator  La  Follette.  Did  you  not  have  to  file  an  official  statement 
with  the  secretary  of  state  or  some  otlier  State  official  ? 

Mr.  Stone.  Yes,  sir. 

Senator  La  Follette.  As  to  your  earnings  and  capitalization  and 
expenditures?  I  do  not  know  just  what  detail  is  required,  but  in 
many  States  the  detail  is  sometimes  very  extended.  You  have  to  fil* 
such  a  statement  as  that,  do  von  not  ? 

Mr.  Stone.  We  do.  Just  what  the  statement  is  I  am  frank  to  say 
I  do  not  know.    Xot  being  the  treasurer,  and  the  document  not  l)ein^ 
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me  that  we  have  to  file,  I  could  not  say  positively  what  infor- 
ation  it  carries,  sir. 

I  ajxi  thoroughly  in  sympathy  with  you,  Senator  La  FoUette.  Let 
e  sa.^  that.  I  believe  that  you  gentlemen  here  are  entitled  to  every 
X  of  information  that  will  enable  you  to  come  to  an  intelligent  and 
>rTect  solution  of  this  question. 

Senator  La  Foluette.  I  can  understand  perfectly  well  that  one 
Hicial  of  a  company  or  one  company  would  be  very  reluctant  to  have 
rvtered  upon  the  record  these  facts  with  respect  to  their  company 
nless  similar  facts  are  to  be  required  as  to  all.  I  think  they  should 
e.  required  as  to  all  and  that  they  should  all  come  before  the  com- 
mittee and  frankly  state  all  of  these  matters  that  go  to  the  real 
»asis  of  making  a  tariff  that  shall  be  amply  protective  but  not 
xcessively  protective. 

Sexiator  Watson.  The  whole  question  of  the  tariff,  from  the  Re- 
^wblican  standpoint,  is  the  difference  in  the  cost  of  production  at 
lome  and  abroad.  I  do  not  see  how  we  are  ever  going  to  get  at  that 
iifference  unless  we  know  all  the  facts. 

IMr.  Stdnb.  Let  me  say  this,  Senators  La  FoUette  and  Watson,  that 
the  company  which  I  represent  is  ready  to  file  with  you  the  informa- 
tion which  appears  proper  and  which  you  gentlemen  feel  that  you 
would  require.  Further,  we  will  summarize  this  information  for 
you,  if  you  please,  if  you  will  indicate  how  this  information  should 
come  to  you. 

We,  Mr.  Penrose,  want  to  help  you  gentlemen. 
Senator  La  Follette.  That  is  a  very  fine  spirit,  permit  me  to  say. 
Mr.  Stone.  The  Atlantic  Dyestuff  Co.  is  going:  the  limit  to  help 
you  gentlemen  to  see  that  it  is  only  an  embargo,  like  Senator  Watson 
Tias  in  mind,  that  will  save  us  from  being  absolutely  swallowed  up. 

Senator  Watsox.  A  statement  of  that  kind,  of  course,  coming  from 
you  is  valuable  only  as  it  is  based  on  facts.  We  want  to  know  the 
facts.  You  make  these  dyes  and  they  are  also  manufactured  in  Ger- 
many. What  is  the  difference  in  labor  cost  and  in  overhead  expenses 
and  in  salaries  in  your  company  and  the  competing  companies  in 
Crermany?  How  else  are  we  to  get  at  this?  We  must  know  the  dif- 
ference in  the  cost  of  production  at  home  and  abroad.  That  is  the 
whole  basis  of  tariff  legislation. 

Mr.  Stoxb.  I  am  in  full  sympathy  with  your  statement. 
Senator  La  FoLLErrre.  May  I  just  say,  Mr.  Chairman,  that  I  have 
started  to  work  out — I  have  not  completed  it — a  list  of  questions 
which  I  think  the  committee  ought  to  require  every  party  interested 
in  this  tariff  measure  to  answer!  I  will  have  completed  them,  per- 
haps, by  to-morrow's  session,  and  I  would  like  to  submit  them  at 
this  time  for  the  committee's  consideration.  I  have  before  me  a  list 
of  questions,  but  I  think  the  number  of  questions  can  be  reduced. 
My  idea  would  be  to  simplify  it  to  the  least  number  of  questions  that 
are  essential  to  a  right  understanding  of  the  problem  before  us. 

Senator  Simmons.  Are  those  questions  addressed  only  to  the  dye 
manufacturers? 

Senator  La  Folletttb.  Oh,  no ;  they  are  questions  that  ought  to  be 
asked,  I  think,  of  every  party  interested  in  this  bill. 

I  will  ask  you  to  state,  if  you  can,  the  various  products  that  your 
company  puts  upon  the  market. 
Mr.  Stonb.  Let  me  state  them  rather  as  a  group  or  groups,  sir. 
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Senator  La  Follettb.  How  long  a  list  would  it  be  if  you  give    - 
the  entire  list,  if  you  furnished  us  a  list  of  your  various  manuf » 
tures? 

Mr.  Stone.  Very  short;  four  dozen,  perhaps. 

Senator  Simmons.  It  is  a  quarter  past  twelve,  now,  and  some  of  . 
have  to  be  over  at  the  Capitol.    We  usually  take  a  recess  at  dooil 
suggest  that  we  take  a  recess  now  and  finish  this  when  we  «>#^. 
back. 

Senator  La  Folloettb.  That  is  entirely  satisfactory  to  me. 

The  Chairman.  In  view  of  the  fact  that  most  of  the  member* 
the  committee  desire  to  go  to  the  floor  of  the  Senate  for  a  *r.- 
period,  the  committee  will  stand  in  recess  until  half-past  2  <>»*- 
this  afternoon.     Meanwhile,  the  witnesses  are  excused  until  tL 
time. 

(Whereupon,  at  12.15  o'clock  p.  m.,  the  committee  took  a  rei"*- 
until  2.30  o'clock  p.  m.) 

AFTER   RECESS. 

The  committee  reconvened  at  the  expiration  of  the  recess,  S«»iii*. 
McCumber  presiding. 

Senator  McCttmber.  The  committee  will  come  to  order. 

Mr.  Choate.  Mr.  Chairman,  in  the  interest  of  time  saving  I  shin; 
like  to  make  a  suggestion.  The  questions  of  Senators  La  FoU-f- 
and  Watson,  at  the  end  of  the  morning  session  indicated  a  tl^'* 
which  perhaps  the  committee  will  share,  to  be  informe<l  as  U*  r 
capitalization  and  profits  of  substantially  all  of  the  companies  in  »' 
business.  Of  course,  the  witnesses  who  are  here  are  not  ppeciaily  :  •■ 
pared  upon  that  subject  in  such  manner  as  would  enable  tb<^m  ti»  j-  • 
satisfactory  information. 

Again,  many  of  these  witnesses  have  left  because  of  the  chairn  i:. 
suggestion  that  only  one  or  two  should  be  heard  from  each  brnr 
of  the  industry.    Accordingly,  it  will  be  impossible  to  give  that   :. 
formation  in  such  way  as  the  committee  would  like  to  have  it,  if  t}> 
want  it  at  this  time,  and  I  do  not  know  of  any  way  in  which  it  can  • 
done  in  the  ordinary  course  of  the  hearing  unless  the  comni»i*- 
should  hold  a  new  set  of  hearings  later  after  a  lapse  of  such  tin.*-    - 
would  enable  those  companies  to  prepare  this  information. 

They  want  to  help  the  committee  by  furnishing  all  the  infi»rr 
tion  that  can  be  given.    They  would  request  that  any  such  infi^rr  i 
tion  be  withheld  from  their  competitors,  and  above'  all.  from  tl  *•  • 
German  rivals;  but  they  stand  ready  to  answer  any  questions  li  #• 
may  be  asked  them,  and  if  the  committee  desires  such  infDrmation  xr 
will  formulate  such  questions  as  they  desire  to  ask,  a  little  quest i«  r 
naire,  or  a  big  one,  for  that  matter,  I  can  say  for  the  great  major* 
of  the  companies  in  the  business  the  committee  will  receive  frank  a** 
complete  answers,  and  that  the  companies  will  furnish  witness^- 1 
be  cross-examined.    That  would  save  a  great  deal  of  time  and  wt**:* 
enable  you  to  close  up  this  branch  of  the  hearings  with  one  errr:- 
tion,  and  would  enable  you  to  get  at  those  facts  thoroughly  in?!^. 
of  partially  and  in  piecemeal.    I  apologize  for  making  a  siigpfsri*  • 
on  a  subject  on  which  the  committee  is  wiser  than  I.  but  I  do  it  f  - 
what  it  is  worth. 
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Senator  McCumber.  The  committee  will  take  it  under  considera-/ 
:>n.  The  next  witness  is  Dr.  Edgar  Fahs  Smith. 
Mr.  Choatb.  Dr.  Smith  was  obliged  to  go  back  to  Philadelphia, 
r.  Chairman,  on  account  of  the  illness  oi  his  wife  and  one  of  his 
lildren  who  have  appendicitis.  I  do  not  think  it  will  be  possible  to 
^t  him  to  come  back,  in  view  of  the  fact  that  he  was  here  once  before 
id  jvsis  a  minute  late  and  was  told  that  he  could  not  be  heard,  unless 
te  committee  asked  him  to  return.  He  is  a  very  important  witness. 
le  is  president  of  the  American  Chemical  Society  and  was  Acting 
rovost  of  the  University  of  Pennsylvania.  I  think  he  has  some- 
lin^  that  you  ought  to  hear ;  but  I  do  not  think  it  will  be  possible 
>  "ret  him  except  on  the  invitation  of  the  committee. 
He  had  to  go  back  to  Philadelphia.  May  I  say  that  his  return 
ill  be  at  the  invitation  of  the  committee? 

Senator  La  Follette.  I  think  in  view  of  his  position  in  one  of 
he  strong  companies 

Air.  Choate.  It  is  not  a  company ;  he  is  president  of  the  American 
^'hemical  Society.    He  is  a  scientist. 

Senator  La  FouiiETTE.  I  think  the  committee  would  like  to  hear 
lira.     I  am  sure  I  would. 

Senator  McCumber.  I  do  not  know  whether  it  is  the  pleasure  of 
he  committee  to  sit  to-morrow  or  not. 

Senator  Smoot.  We  will  have  to  sit  to-morrow  if  we  are  going  to 
ret  through. 

Senator  McCumber.  I  am  perfectly  willing,  but  I  do  not  know 
ivhether  the  committee  would  be  willing  to  do  it.  You  had  better 
:vave  him  here  to-morrow,  Mr.  Choate. 

Mr.  Choate.  He  has  sickness  in  his  family,  but  I  know  he  would 
?ome  if  the  committee  would  ask  him. 

Senator  McCumber.  Very  well;  that  matter  will  be  held  in  abey- 
ance. I  believe,  Mr.  Stone,  you  had  not  completed  your  testimony 
when  the  committee  took  a  recess.- 

Mr.  Stone.  Not  quite,  Mr.  Chairman. 

STATEMENT  OF  ME.  CHAELES  H.  STONE,  VICE  FKESIDENT  AT- 
LANTIC DYESTVFFS  CO.,  BEOOKUNE,  MASS.— Eesnmed. 

• 

Mr.  Stone.  At  the  time  the  recess  was  taken,  Mr.  Chairman,  I  had 
shown  the  committee,  I  hope,  that  two  of  the  three  functions  of  the 
American  dyestuff  industry  as  some  of  us  conceive  it  have  been  rea- 
sonably well  fulfilled  during  these  past  two  or  three  years;  that  is, 
the  supplying  of  dyestuflfs  to  the  American  consumers  in  a  reasonable 
quantity  and  at  a  reasonable  price. 

Senator  Smoot.  Before  you  proceed  f urtlier,  in  order  that  I  may 
know  what  goods  you  are  making,  will  you  kindly  tell  me  what  you 
^re  manufacturing? 

Mr.  Stone.  Chiefly  in  dyestuffs  sulphur  colors.  Senator  Smoot. 

Senator  Smoot.  Sulphur  blacks  and  all  the  sulphur  colors? 

Mr.  Stone.  Black,  blue,  brown,  yellow,  etc. 

Senator  Smoot.  You  say  "  chiefly."    What  else  are  you  making  ? 

Mr.  Stone.  A  few  of  the  azo  or  direct  colors,  two  or  three  of  the 
basic  colors,  one  or  two  developed  colors,  an  acid  color  or  two,. and 
we  are  still  selling  a  chrome  yellow  which  we  made  during  the  war 
for  war  purposes  and  the  coloring  for  khaki,  of  wliich  we  have  a 
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stock  on  hand.    Whether  we  shall  make  that  again  depends  up<»D  •  - 
market. 

Senator  Smoot.  What  is  the  amount  of  your  manufactured  pn<  : 
per  year? 

Mr.  Stone.  I  think  last  year  we  produced — and  I  believe  I  can  ::  • 
this  information  without  anyone  takinj?  exception  to  it  or  lak  :j 
advantage  of  it — five  or  six  or  seven  million  pounds  of  dyestuff?.  i 
substantial  quantity. 

Senator  Smoot.  1  thought  you  were  one  of  the  little  ones. 

Mr.  Stoxe.  Well,  iSonator,  we  are,  but  we  happened  to  be  niak.:.: 
quantity  products. 

Senator  La  Follette.  Was  not  that  approximately  a  quarter 
the  total  production  of  the  country,  or  a  fifth? 

Mr.  S'n;NE.  Not  quite.    It  was  7  or  8  or  9  per  cent.    The  total  ;■' 
duction  in  pounds  was  88,000,000. 

Senator  La  Follette.  Well,  in  value.  I  understood  that  you  v.  - 
giving  you  the  value  of  your  products. 

Mr.  Stone.  I  was  giving  the  tonnage.    In  value  our  proihirt 
would  run  below  that  of  the  average  manufacturer. 

Senator  Smoot.  But  you  make  about  one-ninth  of  the  proclu't*- 

Mr.  Stone.  Say,  from  one-ninth  to  one-twelfth  in  tonnage. 

Senator  Smoot.  You  must  excuse  me  for  asking,  because'  I  th^u:: 
from  the  opening  statement  you  made  that  you  were  just  a  bf  • 
manufacturer  and  apj)earing  here  for  yourself  and  not  for  the  :::'• 
industrv  for  whose  salvation  you  are  pleading. 

Mr.  Stone.  I  am  appearing  for  the  Atlantic  specifically.  Sen?'  • 
but  I  feel  that  anyone  coming  before  you  should  not  ask  to  take 
your  time  merely  to  speak  for  a  unit  that  is  no  larger  than  couM 
held  in  vour  hand.    I  have  some  information  that  I  feel  vou  jr«'ni ' 
ment  could  use  to  advantage,  and  I  have  been  in  the  dyestuffs  bu>:ii«- 
for  18  or  20  years,  and  I  feel  that  you  should  have  the  advanta:!v  ■ 
whatever  information  I  can  give  y<^u. 

Senator  La  Fou.ette.  Are  you  a  member  of  the  American  FK'* 
Institute  ? 

Mr.  Stone.  We  are. 

Senator  La  Follette.  Will  you  describe  that  association  ? 

Mr.  Stone.  If  you  will  indicate  the  angle  at  which  you  wi-Ii  / 
formation.  Senator,  perhaps  I  can  give  it  to  you  better. 

Senator  La  Follette.  When  was  it  formed  ? 

Mr.  Stone.  My  recollection  is  that  it  was  formed  early  in  191*^. 

Senator  La  Follette.  Early  in  1918? 

Mr.  Stone.  Yes.    I  mav  be  oiF  a  few  months  in  that  statement. 

Senator  La  Follette.  t^or  what  purpose  was  it  formed  i    Why  •- 
your  company  join  it  ? 

Mr.  Stone.  1  guess  the  best  broad  answer  is  that  the  steel  inihuMr. 
had  the  steel  institute  and  the  packing  industry  has  an  association  . ' 
packers  and  other  industries  have  their  associations  which  draw  i!' 
men  together  and  enable  them  to  get  acmiainted  and  generally  jt  • 
mote  good  feeling  among  the  members  ot  the  industry.  I  was  n»»t  ^ 
charter  member  and  was  not  directly  concerned  in  the  formation  «•* 
the  American  Dyes  Institute.  However,  that  is  my  conception  of  i!' 
reasons  for  which  it  was  formed. 
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Senator  La  Follette.  On  what  terms  did  your  company  become 
member  of  the  asso  iation? 

^Ir.  Stone.  Again  I  shall  have  to  give  you  a  general  answer,  Sen- 
tor,  and  1  would  say  that  we  became  members  upon  the  terms  that, 
F  you  please,  are  laid  down  in  the  by-laws  of  the  association. 

Senator  La  Follette.  Do  you  pay  a  membership  fee  for  your  eon- 
e  tion  with  the  association? 

]Mr.  Stone.  Just  as  you  pay  club  dues  if  you  belong  to  the  Chevy 
'huse  Club  or  to  any  club  in  your  home  town.    I  would  say  yes. 

Senator  La  Follette.  Do  you  all  pay  the  same  amount,  as  you 
in<lerstand  it? 
^Ir.  Stone.  I  do  not  understand  that  we  do. 
Senator  La  FoLjJi:TTE.  Is  it  based  upon  the  amount  of  production — 
lie  assessment  that  is  made  for  membership  dues? 

Mr.  Stone.  That  is  really  a  question,  and  I  must  say  also  that  the 
mswer  to  your  previous  question  sould  be  answered  by  one  of  the 
fiieinbers  of  tlie  board  of  governors  of  the  Dye  Institute.  I  am  not 
I  member  of  the  board  of  governors  and  I  should  not  take  it  upon 
myself  to  answer  questions  for  them,  because  I  am  not  so  delegated. 
Senator  La  Foli^tie.  You  can  answer  as  to  the  terms  of  the  con- 
nection of  your  own  company? 

Mr.  Stone.  In  so  far  as  I  can  I  shall  be  glad  to  do  so. 
Senator  La  Foujstte.  What   assessment  is  made   against  your 
company  for  dues? 

Mr.  ^TONE.  I  would  have  to  go  into  our  records  and  see,  Senator. 
Senator  La  Follette.  Do  you  not  know? 
Mr.  Stone.  I  do  not  know. 
Senator  La  Follette.  Have  you  never  heard? 
Mr.  Stone.  I  would  say  yes.     I  am  quite  confident  that  we  have 
had  an  assessment,  but  as  to  the  amount  I  can  not  say,  Senator. 
Senator  La  Follette.  Was  it  as  much  as  $25,000  a  year? 
Mr.  Stone.  I  believe  that  some  one  pul>lishe(l  the  financial  report 
of  the  institute;  perhaps  in  the  Congressional  Record.    Am  I  right, 
Senator  McCumber? 
Senator  McCumbek.  I  am  not  aware. 
Mr.  Stone.  Maybe  Senator  Smoot  can  answer. 
Senator  Smoot.  Yes;  I  have  it  here. 

Mr.  Stone.  If  you  have  it  there,  perhaps  that  would  indicate  that 
the  Atlantic  would  not  be  assessed  $25,000. 

Senator  Smoot.  I  do  not  know  whether  this  is  the  one.  Perhaps 
I  had  better  read  it  and  you  can  see  if  it  is  the  one.  This  is  an 
itemized  statement,  beginning  with  "Hotel  bills,  $7,670.28;  tip?, 
meals,  hotel  taxi  cab,  etc.,  $876.66;  Evarts,  Choate,  Schurman,  and 
Uon,  fee,  up  to  October  10,  1920,  $25,000;  Judge  J.  Harry  Coving- 
ton, $25,000;  Evarts,  Choate,  Schurman,  and  Leon,  Joseph  H. 
Choate,  jr.,  traveling  expenses  to  Paris,  $1,505.01;  payment  on  ac- 
count of  Paris  trip,  Joseph  H.  Choate^  jr.,  $3,494.90 ;  Evarts,  Choate, 
Schurman,  and  Lieon,  $1,020.96;  various  expenses  incident  to  dis- 
tribution of  A.  D.  I.  pamphlet  (that  is  the  one  that  they  delivered 
to  us  last  year,  $872.93 ;  expense  incidental  to  distribution  done  by 
legislative  committee,  $497.12;  article  prepared  and  published, 
$301.29;  Congressional  Record,  for  printing,  $328.91;  supplying,  ad- 
dressing, and  mailing  postals,  envelopes,  in  congressional  dyestuff' 
tarings,  $569.82." 
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Is  that  the  one  to  which  you  have  reference? 

Mr.  Stone.  That  is  the  one  to  which  I  have  reference,  Sena: 
Smoot. 

Senator  Smoot.  That,  I  will  say,  is  in  the  record. 

Mr.  Stone.  That  total  there  is,  perhaps,  around  $100,000,  is  it  l  ■ 
if  it  is  totaled? 

Senator  Smoot.  It  is  $104,932.61.    That  is  for  the  one  year? 

Mr.  Stone.  Yes.    A  deduction  along  these  lines  would  indicate  tr 
the  amount  we  were  assessed  would  be  Qomparatively  smalL    We  h . 
82  separate  independent  dyestuff  manufacturers  m  America.     V-  • 
have  about  115  separate  independent  intermediate  manufacturers  - 
America. 

Senator  Smoot.  You  must  pay  in  accordance  with  your  product**  r 
because  the  little  man  would  not  pay  as  much  as  you  do. 

Mr.  Stone.  Perhaps  that  is  true.  Then  we  have  a  mimbcr  of  cr:  - 
manufacturers  and  a  number  of  these  manufacturers,  I  believe,  a-^ 
members  of  the  institute. 

Mr.  Metz.  This  papers  gives  the  number  and  the  proportion./- 
amount. 

Senator  Smoot.  Then  it  i&on  an  assessment  basis? 

Mr.  Stone.  It  is  on  an  assessment  basis. 

Mr.  Metz.  I  am  assessed  there  twice  as  much  as  Mr.  Stone.  I  ha  • 
all  that  information  if  you  want  it.  I  hope  there  is  not  any  serr- 
about  it,  so  far  as  the  institute  is  concerned.  There  should  not  *- 
The  total  amount  is  about  $100,000,  so  you  can  figure  the  assessni« :  * 
for  that  year.  Some  of  them  have  not  paid  and  I  guess  they  n^v*- 
will  pay. 

Senator  Smoot.  Perhaps  the  Congressional  Record  is  wrongr  a^ ' 
that  $104,000,  but  it  does  say  "The  high  cost  of  lobbying  for  t:- 
establishment  of  a  dye-licensing  system  is  shown  in  the  finan'-:- 
statement  of  the  American  Dye  Institute  for  March  9,  to  the  r>  r 
bers  of  the  institute."    This  does  not  shown  all  the  expense  of  tl- 
institute ;  this  shows  only  the  lobby  that  is  going  on  for  this  embnr j 
Do  you  know,  Mr.  Stone,  how  much  the  total  expense  was  for  tK-: 
year? 

Mr.  Stone.  I  do  not  know,  Senator. 

Senator  La  Follette.  Do  you  know  how  much  your  total  contn** 
tion  was  for  that  year  ? 

Mr.  Stone.  Our  books  would  show  that  information.  Senator.  '•  ' 
I  do  not  know  what  it  was. 

Senator  Smoot.  It  would  be  about  one-ninth  of  the  amount,  w* 
ever  it  was. 

Mr.  Stone.  I  hope  that  it  is  not  that  much  because  the  money  »•-' 
of  our  production  would  not  be  one-ninth  of  the  money  value  •  f  ■ 
the  production  of  low  price  colors,  if  you  please. 

Senator  La  Foixette.  You  were  about  to  proceetl  when  1  \w 
rupted  you,  Mr.  Stone. 

Mr.  Stone.  The  quality  of  American  dyes  has  l>een  attacke*?     ' 
have  shown  vou  the  two  other  thinirs,  quantity  and  price,  a«»  \>^  •; 
reasonable.    We  people  who  are  making  dyes  in  this  country  fe<»l  t>  * 
the  quality  of  them  is  on  a  parity  with  the  quantity  an<!  the  re:»-:. ' 
ableness  of  the  price. 

I  would  like  to  give  you  ^ntlemen  first  of  all,  if  I  am  not  mmt*: 
myself  ridiculous  for  weanng  old  clothes  in  these  days  when  ev.»-T 
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kIv  is  tryinff  to  economize,  a  tangible  illustration  of  what  I  have  in 
ind.  The  fabric  in  the  suit  that  I  have  on  was  made  by  the  American 
^oolen  Co.  in  1917.  and  it  was  dyed  with  dyestufFs  made  by  the  W. 
eckers  Aniline  &  Chemical  Co.  before  that  company  became  a  part 
I  the  National  Aniline  Co.  The  suit  has  been  worn,  as  you  see.  I 
ill  your  attention  to  the  color  fastness.  If  the  color  under  the  lapel 
I  as  clear  and  bright  as  the  color  on  my  shoulder  after  a  number  of 
ears'  service^  then  there  certainly  must  not  be  found  any  fault  with 
fie  quality  of  the  dyestuflf,  especially  in  view  of  the  fact  that  there  is 
o  rubbing  on  my  cuflfs  or  no  rubbing  on  my  linen  anywhere.  In  other 
ronls,  the  fastness  of  the  color  is  perfect ;  it  is  perfect  as  to  rubbing ; 
i  is  as  brilliant  as  you  want.  I  helieve  Sens^tor  McCumber  has  pn 
lomething  nearly  lite  it,  perhaps  dyed  with  American-made  dyes. 
Blue  colors  for  serges  are  imported,  because  they  constitute  one  of  the 
krge  items  of  American  dye  requirements. 

Let  us  go  to  another  large  item.  Black,  of  course,  is  used  in  the 
hrgefet  quantity  of  any  dyestuff  that  is  made.  We  have  the  1919  report 
of  the  Tariff  Commission  before  us,  and  on  page  10  we  find  this  state- 
■Blent: 

Su1i»hur  black,  which  is  coiisnined  In  the  I'liited  States  in  hirgor  nmonnts  than 
toy  other  color,  was  pnxluced  to  tlie  extent  of  fourteen  and  a  half  million 
ponndM  by  13  manufacturers.  Some  of  tlie  American  brands  are  superior  in 
Vmlity  to  the  best  products  imported  from  Gerniuny  before  the  war.  Another 
witable  achievement  was  the  production  of  indigo,  etc. 

Senator  McCumber.  You  are  reading  from  the'rei)ort  of  the  Tariff 
Commission  ? 

Mr.  Stone.  Yes,  sir. 

Senator  Smoot.  Nobody  has  daimed,  as  I  have  heard,  during  this 
liscussion  that  sulphur  blacks  were  not  just  as  good  made  in  America 
IS  anywhere  else. 

Mr.  Stone.  Sulphur  black  constitutes  a  very  large  percentage  of 
our  dysetuff  consumption.  We  make  a  great  many  other  colors  that 
are  equally  satisfactory,  perhaps,  when  they  are  intelligently  and 
properly  applied  on  the  proj^er  fiber.  You  have  had  evidence  ad- 
mitted that  the  American  made  dyes  did  not  meet  the  re<iuirements  of 
the  witness. 

iSenator  Smoot.  That  is,  some  dyes ;  not  the  staple  dyes. 

Mr.  Stone.  That  is  some  dyes.  We  know  that  at  the  outbreak  of 
the  war  there  were  a  great  many  dyestuffs  in  America  of  German  and 
other  origin.  We  know  that  in  the  scramble  for  dyes — you,  Senator 
ymoot.  know  what  it  was,  because  your  superintendent  had  to  scram- 
ble with  the  others — in  the  scramble  for  dyes  everybodv  got  as  many 
dyes  as  he  possibly  could,  regardless  of  quantity  or  price. 

As  a  practical  dyestuff  man,  I  can  easily  understand  how  a  hat 
manufacturer  would  buy,  if  you  please,  indigotine  or  some  other  ex- 
ceedingly fugitive  color,  for  dyeing  their  hats  which  could  not  any 
more  be  used  on  hats  than  the  essence  of  the  green  grass  out  there, 
ind,  as  one  of  the  gentlemen  suggested  the  other  day,  he  would  have 
o  turn  it  around  in  the  winter  to  have  it  the  same  color  on  either 
ide. 

Senator  Smoot.  He  did  say,  however,  that  his  blacks  were  just  as 
ood  in  American  dyes  as  the  German  dyes. 
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Senator  La  Follette.  What  salary  does  it  pay  you  ? 

Mr.  Stone.  That  I  do  not  think  you  want  me  to  answer,  Senat-  • 

Senator  La  Follette.  Yes ;  I  do.    I  want  you  to  answer  it. 

The  Chairman.  Mr.  La  Follette  wants  you  to  answer  it,  but  you  ,• 
not  have  to  answer  it  if  you  do  not  want  to. 

Senator  La  Follette.  I  am  not  certain  about  that,  Mr.  ChairiLj- 

The  Chairman.  We  can  consider  the  question  of  drastic  proce*^  . 
ings,  if  necessary;  but  in  the  meanwhile  the  witness  deoIin**>  i 
answer. 

Senator  La  Follette.  I  think  that  if  the  testimony  taken  l^{<  r* 
this  committee  is  to  have  any  value  at  all,  we  ought  to  have  all  i.,- 
facts  that  bear  upon  the  profits  of  the  company. 

Senator  Simmons.  I  think  that  is  a  very  pertinent  question  to  thi- 
inquiry.  We  are  trying  to  get  at  the  cost  of  production  in  ti  .- 
country,  and  that,  I  understand,  is  one  of  the  fundamental  princi{'lr- 
underlying  all  tariff  legislation. 

Senator  La  Follette.  I  think  it  is  basic.  I  think  we  are  waj^tir  j 
time  here,  Mr.  Chaiiman,  unless  we  go  right  to  the  bottom  of  t^- 
whole  business  and  find  out  how  much  money  is  actually  invested  in  i 
business,  find  out  the  cost  of  production  for  every  unit  of  produrti*'/. 
All  of  these  companies  know,  to  the  last  fraction,  the  cost  price  of  t: " 
production  of  everything  that  they  are  turning  out.  Then  we  w»:? 
to  know  what  part  of  the  cost  of  production  of  every  unit  is  Inl**' 
and  what  part  is  capital,  what  part  is  overhead  and  what  part  > 
represented  in  all  the  items  that  go  to  make  the  cost  balance  shet-t. 

Senator  Simmons.  They  rest  their  case  absolutely  on  that. 

Senator  La  Follette  (continuing).  What  percentage  of  profit  tljfv 
make  on  their  capital.  Then  we  ought  to  get,  as  far  as  possible,  ihii 
same  information  with  respect  to  the  competing  industries  abn)^  " 
Then  we  have  got  a  real  basis  for  scientific  tariff  making.  With"^/ 
that  I  think  we  are  just  fanning  the  air  here,  mainly. 

Senator  Simmons.  Why,  certainly. 

Senator  La  Foijlette.  I  believe  that  the  witnesses  who  appear  :r 
as  important  a  proceeding  as  this  ought  to  all  be  sworn  nn*!  tft.' 
ouffht  to  be  required  to  answer. 

The  Chairman.  I,  personally,  do  not  see  any  objection  fnun  ti. 
witness'  point  of  view  to  his  telling  the  committee  what  salarv  S*- 
receives.    It  is  a  matter  of  common  knowledge,  ultimately,  to  a  br:?' 
number  of  people. 

Senator  La  Follette.  I  will  just  withdraw  that  question  fnr  t 
moment. 

Mr.  Stone.  Thank  you. 

Senator  La  Follette.  In  what  State  is  your  company  organii^i 
and  incorporated? 

Mr.  Stone.  Massachusetts. 

Senator  La  Follette.  Did  you  not  have  to  file  an  official  statemort 
with  the  secretary  of  state  or  some  other  State  official  ? 

Mr.  Stone.  Yes,  sir. 

Senator  La  Follette.  As  to  your  earnings  and  capitalization  an  1 
expenditures?  I  do  not  know  just  what  detail  is  recjuirecK  but  m 
many  States  the  detail  is  sometimes  very  extended.  You  have  to  fit 
such'  a  statement  as  that,  do  you  not  ? 

Mr.  Stone.  We  do.  Just  what  the  statement  is  I  am  frank  to  sir 
I  do  not  know.    Not  being  the  treasurer,  and  the  document  not  heini' 
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O.J  the  Grasselli,  and  others.  So  far  as  I  can  determine,  no  com- 
iny  in  the  United  States  controls  any  single  one  of  the  materials 
hich  are  used  in  making  any  one  of  the  important  dyes  required  by 
le  Ajmerican  dyestuff  consumers. 

We  also,  in  connection  with  the  monopolies,  should  review  what 
le  American  dyestuff  manufacturer  and  the  American  public  face 
I  the  other  countries  producing  coal-tar  dyestuffs. 
We  have  just  had  the  report  of  the  English  dyestuff  commission, 
conxroission  from  Parliament,  which  investigated  the  matter,  and 
hich  Mr.  Choate  mentioned  this  morning,  showing  that  the  British 
yestuff  corporation,  the  stock  of  which  is  partially  owned  by  the 
►ritish  Government,  produces  substantially  75  per  cent  of  all  the 
yes  made  in  Great  Britain.  Here  we  evidently  nave  a  pretty  tight 
lonopoly.  If  we  go  to  France  we  find  that  the  French  Government 
as  assisted — perhaps  subsidized — the  French  dyestuff  makers.  We 
Iso  find  that  the  French  Government  has  placed  so  high  a  tariff  on 
yes  entering  France  that  in  some  cases  the  tariff  is  much  higher  or 
mounts  to  much  more  than  the  present  American  valuation  of  the 
Ij^estuffs  in  question. 

We  could  go  on  to  Switzerland,  which  is  an  important  cdaUtar 
lyestuff  producer.  She  has  been  making  dyestuffs  and  colors  in 
Sasel  since  1792,  if  my  memory  is  good.  We  find  that  our  Swiss 
Friends,  who  are  separated  by  the  Rhine  from  Germany,  have  adopted 
nany  German  customs,  and  among  these  they  have  formed  them- 
selves into  a  kartel  patterned  after  the  German  kartel.  Therefore 
pre  have  in  Switzerland  a  very  good  dye  trust. 

We  know  that  Japan  has  not  only  subsidized  her  dye  makers,  but 
she  has  guaranteed  a  dividend  on  some  of  the  stock  of  some  of  the 
leading  dye-making  companies.  So,  whether  they  have  a  trust  in 
Japan  or  not,  they  have  a  subsidized  industry. 

It  is  very  interesting  to  note  that  Italy,  a  country  that  has  only  a 
verv  small  dye-making  industry,  the  other  day  provided  that  no 
coal-tar  dyestuffs  or  intermediates  shall  be  admitted  into  Italy 
except  under  license. 

In  this  respect  we  should  come  back  to  England  and  remind  our- 
selves that  England,  in  her  desire  to  promote  her  dyestuff  industry — 
for  which  the  American  Nation  shoidd  certainly  be  thankful,  because 
they  were  one  of  the  big  factors  in  winning  the  war  in  the  manu- 
facture of  munitions — has  placed  a  10-year  embargo  on  dyestuffs 
from  other  countries;  and  we  in  America  feel  it  just  the  same  as 
they  do  in  Germany. 

Then  we  come  to  Germany.  It  is  hardly  necessary  for  me  to  say, 
except  that  I  do  not  want  to  leave  them  out  of  this  summary,  that 
there  we  find  the  greatest  of  all  of  the  dye  trusts.  We  find  the 
German  chemical  kartel,  in  which  all  of  the  large  manufacturers, 
according  to  the  information  that  comes  to  us  through  our  Depart- 
ment of  Commerce  here,  are  members.  So  we  have  there  a  very  tight 
and  complete  monopoly. 

This  thought  occurred  to  me  the  other  day  when  one  of  the  gen- 
tlemen was  testifying  here:  Complaint  was  made  of  the  delay  in 
^tting  dyes  from  Germany ;  and  it  is  not  inconceivable  to  me  that 
the  head  of  the  German  dye  kartel  would  see  to  it  that  orders  placed 
with  the  kartel  for  dyes  that  American  manufacturers  need^  or  think 
they  need,  should  not  come  to  them  with  any  degree  of  promptness, 
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therefore  simply  acldiiifj:  to  the  propaganda  that  we  know  is  wr.  . 
put  out  by  the  German  dyestuff  kartel  in  this  country. 

I  think  I  should  also  mention,  speaking  for  our  company  rr . 
having  to  mention  other  facts  regarding  the  industry,  that  wo  hi*- 
an  enormous   investment  in  this  country — enormous  for  the  »■•• 
makers — of  substantially  a  hundred  million  dollars;  and  it  i*  i 
opinion  of  the  dye  makers  here  that  if  we  are  not  given  the  pr^^i" ' 
protection,  our  investment,  the  investment  of  8,000  to  10,00l>  Al.-  - 
ican  citizens,  will  practically,  if  not  actually,  be  destroyed,  junk-- 
and  abandoned.    It  is  for  that  reason,  gentlemen,  that  we  fwl  -- 
must  come  to  you  and  ask  you  to  give  us  such  protection — Sen^r  • 
Watson's  embargo  bill,  if  you  please — as  to  enable  us  to  keep  fui. 
tioning  in  an  orderly  way,  to  continue  as  a  reliable  source  of  ^uj  f . 
to  the  American  textile  and  other  dye  users,  and  have  our  pUr.:- 
placed  so  that,  as  Gen.  Fries  told  you  yesterday,  they  may  be  ca!.* 
upon  as  a  source  of  munitions  in  case  of  war,  from  the  15, 16,  I'*.    ' 
20  concerns  that  have  nitration  plants.    Gentlemen,  I  thank  you. 

Senator  McCumber.  I  will  now  call  Mr.  W.  Parker  Jones. 

Senator  La  FoiJiiETTE.  Mr.  Jones  lives  here  in  the  city,  Mr.  Cbiir 
man,  and  he  says  it  is  just  as  convenient  for  him  to  take  to-morr>«i 
or  even  on  Monday. 

Senator  McCumher.  A  request  was  made  by  one  of  tJie  Senaii*.-- 
that  he  be  heard  this  afternoon. 

Senator  La  Foij^ette.  I  have  just  spoken  to  -him  about  it,  and  \* 
says  it  will  be  entirely  satisfactory  to  him  to  speak  later. 

Senator  McCumber.  Then  we  will  have  Mr.  Metz  close  his  te^t: 
mony,  if  that  is  satisfactory. 

Senator  La  Follette.  If  Mr.  MacFarland  can  go  on  now.  he  ^n 
take  but  a  few  moments. 

Senator  McCumber.  Very  well. 

STATEMENT  OF  HK.  GBANYILLE  MacFABLAND,  1  BEACOH  SIBEn 
BOSTON,  MASS.,  BEPRESENTINa  THE  AMOSEJSAG  KANVFACinr 
ING  CO. 

Senator  McCumber.  Will  you  give  your  name  and  addret^  -r.- 
business,  Mr.  MacFarland? 

Mr.  AIacFarIx\nd.  Granville  MacFarland,  Boston,  Mass.    I  an. ' 
lawyer,  and  am  here,  as  I  was  last  year,  to  oppose  this  emimrgo  pii' 
on  behalf  of  the  Amoskeag  Mills,  a  cotton  concern,  which  i>  i> 
largest,  I  believe,  in  the  countr}'.    My  clients  are  just  as  much  **\ 
posed  to  this  scheme  to-day  as  they  were  last  year;  if  anything,  t.v ' 
experience  makes  them  more  oi)posed  to  it  than  they  were  last  mr 

Senator  La  Follette.  Will  you  go  into  that  briefly  ami  5ttte  t..* 
reason  why  that  is  so^ 

Mr.  MacFari-^axu.  Merely  that  their  exj>erience  has  ci>nlinuc: 
their  suspicion ;  but  the  reason  deihictively  would  l)e  the  result  li  -• 
tlie  bill  has  had  in  the  liglit  of  their  general  experience  iu  the  lii*. 
ness. 

Senator  Smoot.  Have  the  Amoskeag  people  had  any  tmuWr  "^ 
being  compelled  to  order  a  G-months'  supply  of  any  dye  thai  ifi'« 
may  want  to  import  under  a  license  system?  Or  has  it  ever  b*p 
peried  with  them  that  after  ordering  a  C-months'  supply  it  Iiastak*-'- 
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onths  and  months  for  it  to  get  here,  and  after  it  has  arrived  here 
?rhaps  the  samples  that  they  had  sent  out  to  sell  the  goods  did  not 
II  them  as  they  anticipated,  and  therefore  they  were  compelled  to 
irry  over  this  dye  that  they  had  purchased  for  the  purpose  of 
aking  a  certain  line  of  goods  and  be  unable  to  do  anything  with 
lat? 

Air.  MacFarland.  I  know  of  only  one  instance  of  it,  Senator, 
he  discussion  that  I  have  had  with  my  clients  on  the  subject  has 
eon  general.  In  the  last  talk  I  had  with  the  treasurer  the  thing 
lat  worried  him  most  was  the  question  of  its  effect  on  foreign  trade 
nd  the  uncertainty  of  its  effect  on  domestic  trade.  For  example, 
e  said  you  prohibit  the  introduction  of  the  raw  material,  the  dye, 
rhii'h  is  the  raw  material  of  this  business,  and  you  let  in  the  dye  in 
he  finished  product  to.  compete  with  him,  a  dye  which  he  believes  is 
uperior  to  the  dye  that  he  can  obtain  under  the  embargo  and  license 
ystem.  He  contends  that  it  is  the  very  reversal  of  the  protective 
K>licy.  You  prohibit  the  raw  material  and  you  let  in  on  quite  a 
easonable  tariff  the  finished  product. 

Senator  La  Follette.  Did  you  hear  the  testimony  of  Gen.  Frias 
resterday  with  reference  to  the  importance  of  imposing  an  embargo 
lere  for  prei^aredness  purposes  with  regard  to  some  future  war? 

Mr.  MacFarland.  Yes ;  and  I  heard  the  testimony  of  all  the  mili- 
ary experts  this  year  and  last  year. 

Senator  La  Follette.  I  would  like  to  have  you  make  some  com- 
ment on  that  as  occurs  to  you  desirable  to  make. 

Mr.  McFarlaxd.  Well,  Senator,  I  am  not  a  military  expert,  and 
1  am  rather  diffident  about  commenting  on  their  testimony.    But  I 
l\avt>  read  their  testimony  very  carefully,  particularly  the  testimony 
of  Maj.  Gen.  Seibert  and  Admiral  Earle,  given  before  this  commit- 
tee last  year,  and  I  do  not  think  it  is  immodcvSt  for  me  as  a  layman 
to  say  that  the  testimony,  so  far  as  it  was  testimony  of  military  ex- 
l)erts,  was  very  much  opposed  to  the  dye  embargo.    The  testimony 
^vhich  was  relevant  to  the  proposition  which  the  proponents  of  the 
Hye  embargo  are  advancing  was  really  testimony  of  laymen  and  not 
of  military  men  at  all.    The  testimony  of  these  gentlemen  as  mili- 
tary men  was  opposed  to  the  embargo  for  this  reason :  That  it  dem- 
onstrated that  our  American  chemists  and  the  general  organization 
in  industry  and  enterprise  and  initiative  of  our  American  people 
distinguished  themselves  and  itself  in  the  production  of  gases  and 
explosives.    We  did  better,  actually,  according  to  their  testimony,  in 
the  production  of  gases  and  explosives  than  in  the  production  of 
almost  any  other  of  the  military  equipment.    That  is  an  extraordi- 
nary thing  to  say  in  view  of  all  this  smoke  screen  and  camouflage 
of  testimony  about  the  necessity  of  the  dye  industry  as  a  military 
defense.    The  actual  testimony  of  these  military  men  as  military  ex- 
perts and  not  as  men  who  as  laymen  give  you  second-hand,  hearsay 
testimony  about  the  dye  industry  is  this:  That  we  not  only  at  the 
time  of  the  armistice  were  producing  about  six  times  the  amount  of 
^ar  gases  the  Germans  were  producmg  but  we  were  producing  it  in 
such  superior  quality  that  the  Germans  actually  found  themselves 
obliged  to  abandon  their  method  of  producing  it  and  adopt  our 
method.   We  not  only  met  them  on  the  nmstard  gas  but  we  met  them 
on  a  gas  which  they  introduced  toward  the  end  of  the  war,  which 
was  effective  but  which  the  Germans  did  not  apparently  understand 
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the  use  of.  We  immediately  grasped  the  situation,  took  their  £■■  - 
learned  its  composition,  and  developed  such  a  superiority  over  t.  - 
Gei-mans  that  we  made  it  effective.  That  is  the  whole  testimonj  -  ■ 
the  military  men  as  to  the  disadvantage  under  which  this  count 
labored  with  our  inferior  equipment  of  chemists,  and  I  submit 
that  is  an  inferior  equipment  of  chemists  then  I  hope  in  the  oci; 
Tsar  we  will  have  still  more  inferior  equipment  of  chemists. 

Senator  McLean.  If  we  could  improve  much  faster  than  the  f«  - 
eign  experts  our  different  qualities  and  kinds  of  poisonous  gase;*. ; 
chances  are  we  could  do  it  with  the  dyes,  could  we  not? 

Mr.  McFarland.  That  leads  me  to  an  observation  which  I  thi:.. 
may  be  helpful,  if  you  have  not  examined  their  testimony  a:?  t-n-* 
ful  as  I  have  or  asKed  some  of  the  chemists  about  the  matter,  a-  ' 
have.     One  of  the  reasons  why  these  gentlemen   apparently  l- 
getting  away  with  this  defense  evidence  is  that  they  are  interr)i«r  j 
mg  the  phrase  dye  industry  or  dye  plant  and  chemical  plant.    W:.  - 
a  dye  plant  is  a  chemical  plant,  yet  a  dye  plant  is  not  the  wl..- 
chemical  industry,  and  it  is  only  in  the  case  of  the  (Jerman  chemi'  i 
industry,  especially  a  department,  a  unit,  in  the  chemical  indui<r- 
and  it  is  not  the  department;  it  is  not  the  unit  which  pnxlur 
poison  gases  for  the  war.    Poison  gases  are  produced  by  those  plif/* 
which  produce  the  raw,  crude  chemicals  like  chlorine.     Chlorinf  • 
the  element  from  which  nearly  all  the  effective  war  gases  are  i»r  • 
duced.    I  believe  that  the  only  other  effective  war  gas  that  d<H>  l  " 
use  chlorine  is  the  tear  gas,  which  uses  bromine.    Neither  of  iL»*^' 
come  from  the  coal-tar  products.    Neither  of  them  ai-e  made  ex'>;  * 
incidentally  and  in  very  insignificant  quantities  in  the  dye  industry 
Chlorine  is  nothing  but  the  product  of  table  salt  in  saturation  &: 
subjected  to  an  electrical  process.     It  is  made  for  the  purpose  ■  * 
bleaching  and  purifying  water.     We  use  it  commercially  in  tl  • 
country  a  great  deal  more  than  the  Germans  do.    We  are  produ'*:' j 
it  in  greater  quantities,  I  believe,  than  the  Germans.     W  e  hail  . 
large  plants  before  the  war  producing  chlorine*     We  exporte^l  i 
Germany  more  chemicals  in  value  than  the  Germans  exported  u* » • 
before  the  war,  and  the  chemicals  that  we  exported  to  Germany  wrr- 
the  chemicals  which  were  used  for  poison  gases.    The  (Jennan.-  «\ 
ported  to  us  the  refined  chemicals  taken  from  the  crude  ones,  like  v- 
dyes  and  medicinal  chemicals  and  other  chemicals  of  that  order.   ^^' 
have  a  very  great  advantage  over  the  Germans  in  that  respect.  an<i  * 
you  are  going  to  protect  anything,  protect  the  crude  chemical  plar/-, 
and  you  do  not  need  to  protect  them. 

Senator  Smoot.  Let  me  ask  you  a  question  right  there.  I  tl..: 
it  would  be  admitted  that  on  the  staple  dyes  80  per  cent  of  the  f»r 
duction  of  all  dyes  can  be  produced  in  this  countrj*  by  a  tariff  «It.t 
instead  of  an  embargo.    Do  you  agree  to  that  ? 

Mr.  MacFarland.  I  should  say  so  without  the  slightest  hesit.tt:. '. 
although.  Senator  Smoot,  I  do  not  pretend  to  be  an  expert  on  C  : 
part  oi  the  question.    I  can  only  say  to  you  that  my  clients  far  fn : 


will  protect  the  dye  industry  and  make  it  thrive,  but  will  not  |>enii.: 
it  to  practice  extortion. 
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Senator  Smoot.  The  Amoskeag  Manufacturing  Co.  is  one  of  the 
ir^est  dye  manufacturers  in  the  United  States,  is  it  not? 
]VIr.  MacFarland.  Probably  the  largest. 

Senator  Smoot.  Have  you  gone  into  the  subject  carefully  enough 
f>  express  an  opinion  as  to  whether  or  not  if  we  protected  the  80 
)er  cent  of  the  dyes  manufactured  and  used  in  this  country,  amply 
protected  them  so  that  no  manufacturer  could  object  to  it,  that  in- 
liistry  could  be  established  beyond  a  question  of  doubt  so  that  in 
he  ease  of  a  war  there  could  be  manufactured,  within  a  reasonable 
ime,  any  chemical  reauired  by  our  Government  to  make  poison 
zases  or  anything  else  that  they  desired  'i 

Mr.  MacJFarlakd.  Absolutely.    I  do  not  believe.  Senator  Smoot, 
that  we  would  need  any  protection  at  all  in  those  plants  which  are 
leaFy  necessary  to  give  us  munitions,  but  I  do  not  mean  to  suggest 
i  jy  that  that  we  ought  not  to  protect  the  dye  industry.    The  dye  in- 
ihistry  is  a  great  industry.    It  is  a  part  of  all  our  industries,  and,  as 
yi^xi  remember,  in  the  great  controversy  between  protection  and  free 
trade  it  always  has  been  an  admission  by  the  free  traders  that  the 
nrgrument  in  favor  of  protection  that  it  diversifies  and,  therefore, 
ec|uips  us  better  for  war  is  a  sound  argument  and  is  the  only  one  that 
they  ever  would  concede.    To  the  extent  that  the  tariff  will  give  us 
another  industry  and  give  us  a  greater  general  development  of  indus- 
try, it  is  important,  but  if  you  examine  the  testimony  of  these  mili- 
tary experts  critically  you  will  see  that  all  they  mean  is  that  the  dye 
industry  is  useful  as  part  of  the  general  industry,  and  if  you  had 
had  the  benefit  of  a  lawyer  prepared  to  cross-examine  those  military 
men,  I  venture  the  statement  that  in  ten  minutes  the  whole  testi- 
mony concerning  munitions  would  have  been  exploded,  because  they 
would  have  admitted  on  the  first  few  questions  that  what  they  meant 
was  that  the  dye  industry  is  rts  useiul  as  any  industry,  and  they 
would  have  admitted  it  as  Admiral  Ear^e  did  to  Senator  Simmons 
when  he  asked  him  if  it  was  not  just  as  good  to  have  a  merchant 
marine  and  he  said,  "of  course."    They  would  have  admitted  that 
the  steel  industry  producing  shells  and  guns  and  all  the  other  prod- 
ucts of  iron  was  far  more  necessary ;  that  the  textile  mills  producing 
blankets  for  the  soldiers  and  kahki  uniforms  and  gas  masks  and 
•all  the  things  that  cotton  and  wool  are  used  in  in  the  way  of  war 
preparation  was  just  as  necessary,  if  not  more  so. 

Three  or  four  thousand  mills  and  plants  and  machine  shops,  I  be- 
lieve, were  converted  in  tliis  country,  to  the  production  of  military 
equipment,  and  every  one  of  those,  gentlemen,  were  just  as  necessary 
as  a  dye  plant,  and  more  so. 

I  believe  vou  will  find  if  you  read  Crowell's  book  on  military  his- 
torv,  the  history  of  the  production  of  munitions,  that  at  least  1,000 
or  1.500  of  the  plants  of  this  country  having  no  relation  whatever 
to  dyes  in  their  ordinary  peace  functioning  are  better  equipped,  are 
nearer  the  ability  to  be  altered  for  the  purpose  of  producing  war 
equipment  than  the  dyestuflF  industry. 

One  of  the  reasons  that  the  Assistant  Secretary  of  War  said  that 
the  dyestuflP  industry  was  not  able,  was  not  willing,  to  produce  the 
jrases  was  that  the  alteration  was  necessarily  so  great  that  they  would 
not  be  in  use  after  the  war.  Another  reason  given  by  one  of  the 
military  gentlemen  and  confirmed  by  Mr.  Crowell  was  that  the  gases 
and  the  explosives  were  so  dangerous  to  make  in  their  last  process — 
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that  is,  the  process  which  went  beyond  the  step  taken  in  the  oonuz:- 
cial  development  of  dyes — that  they  were  not  willing  to  umlert^A 
it.    That  is  confirmed  by  Dr.  Reese.    Dr.  Reese  was,  and,  in  fai-t 
think  is  now,  the  chief  chemist  of  the  Du  Pont  Co.    The  Du  P«- 
Co.,  I  think  you  know,  is  the  chief  actor  in  this  dye  embargo  ims 
paign.    In  a  public  address  in  1908  Dr.  Reese  said  that  the  idea  t* 
the  German  dve  plants — mind  you,  dye  plants;  he  did  not  use  i  - 
words  dye  ana  chemical  interchangeably — were  the  kingbolt  of  il 
German  military  enterprise  was  ridiculous.    He  said  the  German 
plants  might  have  helped  in  a  little  war,  but  in  a  big  war  such  as  t*  • 
they  were  utterly  insignificant.    It  is  a  fact  that  a  German  dye  pUt 
the  biggest  they  have,  could  not  produce  gas  enough  to  sustain  « ' 
gas  for  a  single  day. 

Dr.  Hesse— I  think  I  pronounce  the  name  correctly — is  or  wa>  t' 
chief  chemist  of  one  of  the  largest  chemical  concerns  in  this  count  r 
the  Allied  Chemical  &  Dye  Co.    In  1919,  and  a  year  after  Dr.  R***^ 
made  his  startling  confession,  as  it  must  have  been  to  the  Du  Pf '* 
Co.,  in  a  public  address  before  the  Franklin  Institute  he  said  that  • 
was  all  nonsense  to  talk  about  relying  upon  our  dye  industry  to  maV 
explosives  or  gas ;  that  they  could  not  do  it ;  that  they  were  n-  • 
equipped  for  it.    It  required  Government  experts  to  do  the  te<t.j.: 
that  the  commercial  companies  could  not  afford  and  would  not  <lo  f  ■ 
testing,  the  refined  investigations  and  experiments  necessary  to  pr- 
duce  these  gases  and  new  gases,  that  it  was  all  nonsense,  and  that  *'• 
production  of  explosives  must  remain  with  explosive  companies. 

He  said  the  world  had  none  better  than  the  t)u  Pont,  the  Hemil'-- 
and  the  Aetna,  and  that  the  gas  production  must  go  to  the  pro^latvi^ 
of  crude  chemicals  and  to  Government  experts  whose  duty  it  wa^^  f 
make  the  investigations.    I  think  he  said  also  that  a  subsidy,  a  «jf* 
cial  appropriation,  for  investigation  was  what  was  necessary.* 

Senator  McCtjmber.  Your  position  is  that  the  influence  of  th*' 
part  of  chemistry  which  deals  with  these  gases  and  deals  with  tl.» 
dyes  is  but  very  little  related;  that  the  gases  are  manufactnre<l  f'r 
the  most  part  from  other  chemicals. 

Mr.  MacFari^nd.  Yes. 

Senator  McCumber.  And  that  the  dye  manufacture  ha^  little  n 
lation  to  the  manufacture  of  gases  of  any  kind  ? 

Mr.  MacFarland.  Yes.    I  say  thnt  the  onlj'  argument  the  cent!* 
men  on  the  other  side  have  of  the  slightest  validity  is  that  the  '^ 
industry  itself  had  a  number  of  chemists  in  the  country:  that   * 
does  incite  boys  to  choose  chemistry  for  a  profession,  tieraa-e   * 
gives  them  larger  fields  for  experiment,  and  to  that  extent  it  m^;^ 
plies  or  it  adds  to  the  chances  of  discovering  new  things. 

But  what  is  the  price?  You  have  to  consider  what  price  v<»u  a"^ 
paying  for  it — the  same  thing  that  we  would  say  about  the  i»"' 
and  shoe  industrv,  of  the  steel  industrv,  anv  of  those  indu^tn*-** 
where  with  a  little  change  of  machinery  and  the  use  of  new  ni^ 
they  could  produce  gims,  shells*  and  any  of  the  necessary  equiprofri 

Another  thing,  gentlemen.  The  importance  of  gas  has  Ijeen  v^-' 
much  exaggerated.  That  is  perhaps  an  immodest  thinir  for  a  U? 
man  to  say,  but  I  submit  to  you  the  facts  will  show  to  your  l«» 
minds,  also,  that  I  am  not  speaking  in  an  exaggerated  way. 
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Only  736  men  were  killed  on  our  side  out  of  the  70,000  who  fell 
nd  died  by  gas;  only  736.  The  gas  mask  is  so  perfect  a  defense 
hat  Mr.  Crowell  in  his  book,  and  1  think  (Jen.  Sibert,  also,  said  that 
leath  or  even  injury  by  gas  is  inexcusable  if  the  men  are  properly 
rained  and  are  careful  in  the  habit  of  putting  their  gas  masks  on  at 
he  right  time. 

Senator  McCtjmber.  That  requires  a  trained  chemist  there,  does  it 
lot,  to  know  the  composition  of  a  gas  mask? 

Mr.  MacFarland.  Our  chemists  were  adequate  to  do  that.  Our 
hemists  produced  the  best  gas  mask  in  the  world,  much  better 
ban  the  German  gas  mask. 

Mr.  Cooke.  May  I  interrupt  and  remind  Mr.  MacFarland  that 
len.  Fries  said  the  great  percentage  of  casualties  were  not  all 
leatlis,  but  men  who  were  put  out  of  action. 

Mr.  MacFarland.  Yes.  There  were  87,000  men,  not  put  out  of 
iction  necessarily  because  with  mustard  gas,  the  effect  is  not  felt 
iuring  the  battle;  they  reported  the  effects  afterwards.  How  serious 
I  casuality,  as  it  is  called,  is  I  don't  know,  but  87,000  were  gassed 
and  only  736  were  killed.  The  testimony  is  not  controverted  that 
the  eras  mask  is  an  adequate  protection. 

Vve  would  not  lose  any  war  if  we  did  not  have  gas,  I  believe. 
Even  as  important  as  gas  is  it  is  greatly  exaggerated,  because  it  is 
a  new  thing  it  has  appealed  to  our  imagination.  But  we  have  the 
testimony  of  those  gentlemen  who  had  to  do  with  gas,  and,  of  course, 
in  whose  minds  the  matter  was  of  the  greatest  importance 

Senator  McLean.  How  many  did  I  understand  you  to  say  were 
put  out  of  action? 

Mr.  MacFarland.  Eighty-seven  thousand  were  injured  by  gas; 
736  were  killed. 

Senator  McLean.  Putting  them  out  of  action  is  a  prett}'  serious 
thing. 

Senator  La  Follette.  They  were  reported  as  casualties. 

Mr.  MacFarland.  As  a  matter  of  fact  very  much  less  than  that 
were  put  out  of  action  during  the  action.  The  effect  of  mustard 
gas  is  very  much  procrastinated. 

Senator  McLean.  You  said  put  out  of  action. 

Senator  La  Follette.  That  was  not  his  language;  that  was  used 
by  the  other  gentleman. 

Mr.  MacFarland.  No;  that  is  not  my  expression. 

Senator  McLean.  How  many  were  put  out  of  action  by  the  use 
of  gas? 

^fr.  MacFarland.  I  don't  know. 

Senator  McLean.  It  would  be  important  to  know  that. 

Mr.  MacFarland.  I  should  not  think  so. 

Senator  McLean.  I  assume  it  is  important  to  put  the  enemy  out  of 
action.    I  should,  if  I  were  managing  a  war. 

Mr.  MacFarland.  At  any  rate,  assume  it  was  87,000  put  out  of 
action  and  7B6  were  killed  in  a  war  in  which  we  had  2,000,000  men 
on  the  front,  in  which  the  Germans  lost  4,000,000  killed  and  7,000,000 
casualties  and  the  English  about  the  same  number. 

Senator  McCtjmber.  Is  it  not  somewhat  difficult  to  predicate  what 
the  casualties  in  a  future  war  may  be  by  reason  of  gases  that  may  be 
discovered 

Mr.  MacFarland.  It  really  is. 
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Senator  McCumber.  By  the  casualties  that  happened  when  it  t*.. 
first  initiated? 

Mr.  MacFarland.  Yes.    But  here  is  something  to  carry  in  mi: 
that  history  repeats  itself  in  the  military  art  as  it  does  in  everrtKij 
else.    The  age-lon<^  contest  between  the  weapons  of  offense  and  t  • 
weapons  of  defense  has  gone  along  commensurately  from  the  ^''7 
beginning.    Neither  seems  to  have  been  able  to  outdo  the  other. 

You  remember  the  struggle  between  the  big  gun  shell  and  an::  • 
plate.    It  is  the  same  thing  as  to  all  the  equipment  for  war.    If  t 
go  down  through  history  from  ancient  times  to  the  present,  yon  v 
find  the  casualties  are  about  in  the  same  proportion  to  the  nun;'-* 
of  men  engaged  2,000  years  ago  as  is  the  case  to-day;  that  is  to  ^  • 
about  one-third  of  the  number  of  men  engaged  in  ordinary  Imttlf. 

Senator  McCitmper.  Of  course,  we  get  all  kinds  of  statement- 
what  is  being  done  and  what  is  possible  in  the  us?  of  ga><»>.  i^- 
publications  to  the  effect  that  a  few  gas  bombs  dropped  over  N- 
York  might  destroy  the  entire  population  of  the  city.    Xobodv  •  ir 
say  it  is  true,  but  at  the  present  time  I  think  nobody  can  deny  it  i- : 
possibility. 

Mr.  MacFarland.  But  we  do  know  this,  that  we  have  lieen  fit!*/ 
ing  wars  for  four  or  five  thousand  years,  and  we  have  never  •  - 
covered  any  engine  of  destruction  that  has  not  been  met  efferti^'^ 
by  an  engine  of  defense.  AVe  were  told  before  this  war  that  t..*' 
could  never  be  a  great  war  on  account  of  the  terrible  destructive^- 
of  the  modern  weapons.  But  we  met  those  offensive  weapons,  tern^i- 
as  they  are,  by  defensive  weapons  adequate  for  defense. 

Senator  McCirMBER.  But  that  means  that  the  country  that  prpf^u-^t* 
the  defensive  weapons  is  capable  by  reason  of  its  dollars,  by  rea^-r 
of  its  exnerienced  men,  to  meet  it,  does  it  not? 

Mr.  MacFarland.  Yes. 

Senator  McCfmber.  If  you  were  to  start  a  gas  war  in  South  Afr -i 
to-day  perhaps  the  population  down  there  would  not  be  able  to  ni«^' 
our  new  instrumentalities  of  war.    And  when  a  gas  war  was  t^an*- 
if  we  did  not  know  how  to  make  it  we  would  not  lie  in  positior.  i- 
meet  the  offensive  weapons  with  a  new  kind  of  defensive  weap^^n^^ 

Mr.  MacFarland.  Precisely. 

Senator  McCumber.  That  is  the  onlv  question  from  a  mo*!**?" 
standpoint. 

Mr.  MacFarland.  Absolutely. 

Senator  La  Follette.  But  we  have  the  chemists. 

Senator  McCumber.  The  question  is  fair. 

Senator  La  Follette.  And  we  would  get  them  out  of  the  dye  :^ 
dustry. 

Mr.  MacFarland.  We  got  them  out  of  all  kinds,  dye  as  well  1* 
others. 

Senator  La  Follette.  That  is  what  I  mean. 

Mr.  MacFarland.  If  the  worst  predictions  of  evil  which  th^  jr*r. 
tleman  on  the  other  side  make  came  true,  we  will  be  no  worse  off  4*  '• 
chamists  than  we  were  before  the  war  began.  We  were  able  U*  n.-' 
the  (reimans  on  their  own  chosen  ground  and  go  them  one  lietter. 

I  thank  you  gentlemen. 

Senator  McLean.  One  moment  l>efore  you  leave.  My  attent:  f 
has  been  called  to  the  testimony  of  Co\.  Fries  given  l>efore  this  «'«'•'* 
mittee  in  the  Sixty-sixth  Congress,  1920,  in  which  he  said  that  t.V 
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rermans  put  over  a  gas  in  1917  and  1918  that  went  througch  our 
lasks  like  water  throuffh  a  sieve. 
Mr.  MacFarlaxd.  Yes. 

Senator  La  Foi^ette.  It  was  not  very  fatal.  . 
Senator  McLean.  We  had  87,000  oi  our  men  put  out  of  action. 
f  it  put  two  or  three  million  out  of  action  that  we  sent  over  it  would 
ave  been  serious.  One  other  question:  You  said  in  response  to 
senator  Smoot's  question  that  we  make  80  per  cent  of  the  dyestuflFs 
ow — ^standard  dyestuffs.  You  think  there  is  no  question  but  that 
ire  can  produce  the  other? 

Mr.  MacFarland.  No;  I  don't  think  we  can.  I  think  there  are 
ome  of  the  more  refined  and  expensive  dyes  that  we  will  never  pro- 
luce;  it  won't  pay. 

Senator  McLean.  I  understood  you  to  say  that  you  thouprht  that 
f  we  protected  80  per  cent  there  was  no  question  in  your  mind  but 
vhat  we  would  be  able  to  develop  and  produce  the  other  20  per  cent? 
Mr.  MacFarland.  No  ;  I  did  not  say  that. 

Senator  McCumber.  Why  can't  we  produce  the  other  20  per  cent  ? 
Mr.  MacFarland.  We    go    into   quantity    production    of    cheap 
thin^rs — ^that  is  the  American  genius — the  Ford  car.     The  German 
tnind  refines  things ;  he  is  patient  and  slow  and  careful. 

Senator  McCumber.  We  have  a  population  made  up  of  the  princi- 
pal nationalities  of  the  world.    There  are  plenty  of  Germans  in  this 
country.    If  their  mind  is  superior  to  the  average  American,  there 
are  plenty  of  them,  plenty  of  every  class  of  European  people  here. 
Mr.  MacFarland.  I  know. 

Senator  McCumber.  Why  can't  we  make  the  same  thing  the  Ger- 
mans make? 

Mr.MAcFARLAND.  We  can,  but  we  won't — or  we  don't. 
Senator  McCumber.  That  is  the  point. 

Mr.  MacFarland.  We  have  a  certain  composite  population,  and 
empirically  we  know  it.  They  do  just  a  certain  thing,  they  have  a 
certain  peculiar  genius  in  industry;  that  is,  they  go  into  quantity 
production  with  a  standardized  plan. 

Senator  McCumber.  If  they  could  make  money  their  genius  would 
be  developed  along  that  line,  would  it  not,  along  the  line  of  the  other 
20  per  cent  ? 

Mr.  MacFarland.  If  they  could  be  satisfied  that  they  could  make 
monev.  ves. 
Gentlemen,  I  thank  you  very  much. 

Senator  McLean.  Do  you  think  this  peculiar  genius  should  bo 
applied  to  dye  stuffs  only,  and  not  to  poisonous  gases  ? 

Mr.  MacFarland.  There  is  no  dye  industry  in  the  commercial 
world  that  experiments  in  poison  gases. 

Senator  McLean.  I  understand  that,  but  my  point  is  this:  If  the 
Germans  are  so  superior  to  us  in  the  production  of  this  20  per  cent 
of  dyes,  might  they  not  be  superior  to  us  in  the  development  of  poi- 
sonous erases? 

Mr.  MacFarland.  I  did  not  say  they  were  superior  to  us.  I  say 
our  genius,  our  disposition,  leads  us  to  make  things  in  quantity^  of 
standard  production.  When  we  apply  our  minds  to  it  we  show  that 
^e  can  meet  and  defeat  the  Germans  in  the  chemical  analysis  of  dyes 
and  their  production. 
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Senator  McLean.  Do  the  people  you  represent,  the  Amoskeair  * 
consume  large  quantities  of  this  20  per  cent  of  dyes  that  are  not  n.iv 
in  this  country? 

Mr.  MacFarland.  Not  particularly  large  quantities.  There  an*  • 
very  great  amounts  of  these  refined  dyes  used,  but  they  are  very  :'. 
portant. 

Senator  McLean.  They  are  very  important? 

Mr.  MacFarland.  Yes. 

Senator  McLean.  You  are  interested  in  continuing  the  importr.t  - 
of  those  dyes? 

Mr.  MacFarland.  We  are  interested  in  being  able  to  get  those  »Iv  • 

Senator  McLean.  As  I  understand  you  your  company  has  exj-^ 
enced  delays  in  one  shipment  ? 

Mr.  MacFarland.  So  I  understoood.    Generally  my  client  talk* 
as  if  his  experience  was  delay  and  uncertainty  all  along  the  line.  *■ 
I  can  not  speak  of  any  particular  case  because  I  talked  with  1 
generally. 

Senator  McCumber.  Thank  you. 

Mr.  Gaston  Du  Bois  has  to  go  back  to  St.  Louis.  Therefore  I  -:. 
going  to  call  him  next,  as  he  desires  to  be  brief. 

STATEMENT  OF  ME.  GASTON  DTT  BOIS,  PBESIDENT  MOI8A9T0 

CHEMICAL  WOBKS,  ST.  LOTTIS,  MO. 

The  Chairman.  State  your  name  and  whom  you  represent  t<i  ti  • 
reporter. 

Mr.   Du  Bois.  Gaston   Du  Bois,  president  Monsanto  Cliemi- 
Works,  St.  Louis. 

Mr.  Chairman  and  gentlemen  of  the  committee,  I  do  want  to  • 
brief.    I  came  here  with  some  figures  because  I  did  feel  before  grttin.* 
here  that  we  had  at  this  time  a  necessity  for  figures  which  wiw: 
actually  show  costs  so  that  we  can  arrive  at  some  basis  of  understar. ' 
ing  as  to  what  we  need. 

1  might  say,  very  briefly,  that  the  company  I  represent,  the  Mi-r 
santo  Chemical  Works,  oi  St.  Louis,  represents  an  investment  of  . 
little  over  $10,000,000.  It  started  in  1901.  Our  experience  therefon 
covers  prewar  times  and  we  have  competed  very  sharply,  very  I:: 
terly,  with  Germany. 

Prior  to  the  war  we  were  importing  coal-tar  intermediates,  whw  * 
we  need  in  the  manufacture  of  pharmaceutical  products,  medi^^in 
products. 

Mr.  Cooke.  Not  dyes. 

Mr.  Du  Bois.  We  are  not  manufacturers  of  dyes. 

Senator  Smoot.  There  is  a  reason  for  that.  It  was  not  beotuso  '[ 
1909  we  did  not  want  to  give  them  protection  but  none  of  you  wou': 
have  it.  You  were  up  here  all  together  protesting  against  an?  kiri 
of  duty  upon  intermediates  when  we  wanted  to  establish  a  ijt  ir 
dustry  in  the  United  States. 

Mr.  Du  Bois.  At  that  time  we  were  purchasing  our  intennediit*^ 
from  Germany  and  at  times  from  Switzerland,  paying  duty  and  o>n 
peting  with  (lermany  on  finished  pharmaceutical  products  tn<l  fi^* 
chemicals. 

The  war  started  in  1914  and  we  were  cut  off  of  our  supplifs  in  ■ 
were  compelled  to  start  manufacturing  those  intermediates,    ihrar.;:)' 
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lis  manufacture  of  intennediates  we  became  connected  with  the  dye 
idnstry,  because  when  we  started  manufacturing  intermediates,  such 
s  phthalic  anhydride  and  monochlorbenzol,  we  had  to  sell  our  prod- 
cts  which  we  could  not  use  for  medicinal  purposes  for  making 
ledicinal  chemicals;  we  had  to  sell  them  to  dye  manufacturers,  or 
ee  our  costs  increase  very  much  by  the  waste  of  a  by-product  which 
n  this  case  was  very  important. 

During  the  war  we  acquired  an  acid  plant  in  East  St.  Louis,  111., 
I  cross  the  river  from  our  plant  in  St.  Louis,  where  we  manufactured 
>liarmaceuticals  and  intermediates. 

Right  here  I  want  to  refer  to  the  necessity  in  which  we  found  our- 
H*lves  to  build  a  chlorine  plant.  The  statement  was  made  a  little 
vvhile  ago  by  a  gentleman  that  chlorine  and  a  lot  of  poisonous  gasses 
iiij  so  on  are  not  produced  from  coal-tar  products,  or  are  not  coal- 
tar  products,  or  are  not  connected  with  coal-tar  products.  We  in- 
stalled the  chlorine  plant  on  account  of  the  coal-tar  products  which 
we  make.  One  of  the  purposes  of  the  installation  was  to  manufac- 
ture chlorbenzol,  which  we  need  in  large  quantities,  and  also  to 
prficluce  acetic  anhydride,  which  is  used  in  the  manufacture  of 
aspirin.    Aspirin  is  a  coal-tar  product  made  from  salicylic  acid. 

Prior  to  the  war  we  were  at  one  time  compelled  to  give  up  the 
manufacture  of  chlorine  products  because  we  were  compelled  to  pur- 
i'hase  our  chlorine  in  cylinders  from  Niagara  Falls,  at  a  time  when 
there  was  no  liquid  chlorine  produced  in  this  country.  One  of  the 
Niagara  Falls  manufacturers  was  induced  to  go  to  Germany  and  get 
the  information  necessary  as  to  what  compressor  was  necessary  to 
li<iuify  chlorine.  He  came  back  and  began  to  manufacture  it  in 
Xiafljara  Falls  and  I  believe  we  were  his  first  customers. 

I  said  I  came  here  to  give  figures.  I  have  prepared  these  figures 
on  a  table  which  shows  the  cost  of  production,  and  copies  of  which  I 
would  like  to  distribute  to  the  committee.  I  have  in  this  table  listed 
nine  products. 

In  the  first  coliman  I  show  the  price  in  1913  and  1914.  All  of  these 
are  medicinal  products.  Two  of  them  are  not  coal-tar  products ;  the 
balance  are. 

In  the  second  column  I  show  the  price  to-day.  If  you  will  com- 
pare the  prices  before  the  war  and  the  prices  to-day  I  think  wo  have 

<Jceasion  to  congratulate  ourselves 

Senator  Smoot.  What  is  the  item  ? 

Mr.  Dr  Bois.  I  have  the  articles  numbered,  and  I  will  bo  glad  to 
?ive  the  names  of  each  article  to  the  Senators,  but  I  would  not  like 
to  put  the  information  in  the  record,  which  would  give  the  costs  of 
our  articles. 

Senator  Smoot.  Of  course,  this  will  be  of  no  use  whatever  to  us  in 
its  present  form. 

Mr.  Du  BoTS.  I  will  be  glad  to  put  the  names  of  every  one  of  those 
products,  if  I  may,  opposite  every  one  of  those  numbers. 

In  the  third  column  I  have  shown  the  recent  quotations  f .  o.  b. 
Hamburg  for  those  same  medicinal  products,  and  in  the  fourth  col- 
umn I  have  shown  our  costs  of  manufacture. 

I  want  to  explain  now  about  those  costs  of  manufacture.  During 
the  last  years  the  costs  of  manufacture  fluctuated  considerably,  and 
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it  is  to  some  extent  difficult  to  arrive  at  the  actual  cost  of  manu&&- 
ture  because  of  the  varying  prices  of  raw  materials  and  the  varyiocl 
prices  of  labor.  These  costs  of  manufacture  which  I  have  tabulate^ 
there  are  not  an  avei*age  of  the  last  six  months,  because  the  manufte-: 
turing  costs  would  be  iiigher  than  these. 

I  have  tried  to  be  absolutely  fair  in  the  information  I  wanted 
give  and  I  have  taken  the  costs  of  manufacture  which  are  below 
averages  of  the  last  six  months  and  based  on  a  reduced  labor  cost 
it  exists  to-day  over  that  of  last  year  and  show  the  normal  p 
tion,  which  has  not  been  the  case  during  the  last  six  months. 

Senator  McLean.  What  percentage  of  your  products  do  you 
to  the  dye  men  and  what  percentage  is  used  for  medicinal  purposes!;; 

Mr.  Du  Bois.  I  would  say  15  per  cent  was  intermediates. 

Senator  McLean.  Just  what  do  you  mean  by  that  ? 

Mr.  Du  Bois.  Fifteen  per  cent  to  the  dye  men. 

Senator  McLean.  Could  you  continue  in  business  at  a  profit  if  yot 
were  deprived  of  the  market  furnished  by  the  dye  men? 

Mr.  Du  Bois.  I  would  say  it  would  increase  the  price  of  some  rf 
our  products,  say,  by  20  per  cent ;  increase  the  cost  of  some  of  oar 
products  by  20  or  30  per  cent — about  25  per  cent. 

Senator  IVIcCumber.  Will  you  explain  the  first  line  of  your  taU^ 
there  ?     You  have  the  price  in  the  United  States,  July,  1921,  33  centb 

Mr.  Du  Bois.  Yes. 

Senator  McCumber.  Then  you  have  the  cost  of  manufacture  in  ti* 
United  States  at  37  cents. 

Mr.  Du  Bois.  That  is  for  the  same  time,  in  July. 

Senator  McCumber.  Do  you  mean  to  say  it  is  sold  at  a  loss,  for  31 
cents,  when  the  cost  of  manufacture  is  37  cents?  ! 

Mr.  Du  Bois.  Yes.  Four  of  these  nine  products  we  are  selling 
to-day  at  a  loss,  and  five  we  are  selling  at  a  profit. 

Thg  reason  we  are  selling  at  a  loss  is  that  there  are  a  few  articles 
here,  owing  to  the  present  depression  in  the  United  Stivtes,  which 
are  selling  below  cost,  because  a  great  many  people  are  unloadinf 
stocks.  That  is  forcing  our  selling  prices  down.  I  think  that  thi 
is  a  perfectly  natural  condition  under  present  circumstances. 

Senator  McCuivrBER.  All  of  these,  then,  practically  you  are  sellinj; 
in  the  United  States  to-day,  all  but  the  last  four,  at  less  than  your 
cost  of  production? 

Mr.  Du  Bois.  I  beg  your  pardon.  If  I  am  not  mistaken,  four  ol 
them  we  are  selling  at  a  loss  and  five  of  them  we  are  selling  at  i 
profit. 

Senator  McCumber.  Take  the  first  five  items,  price  in  July,  1921 
33  rents;  cost  of  manufacture,  37  cents. 

Mr.  Du  Bois.  Yes,  sir. 

Senator  McCumber.  Price  in  July,  26;  cost  of  manufacture,  2* 
to  30  cents.  Price  in  the  United  States,  75 ;  cost  of  manufacture,  7fl 
You  are  making  a  profit  of  5  cents  there.  Price,  60;  cost  of  man 
ufacture,  65  to  70. 

Mr.  Du  Bois.  We  are  losing  there. 

Senator  McCumber.  The  sixth  item ;  price,  80  cents ;  cost  of  man 
ufacture,  85  cents. 
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Mr.  Dir  Bois.  Yes,  sir. 

Senator  McCumber.  On  four  of  them  you  are  losing? 
Mr.  Ehj  Bois.  On  four  we  lose  and  on  five  we  maKe  a  profit. 
Senator  Smoot.  Take  this  first  item:  How  much  of  that  do  you 
lanufacturet    I  do  not  know  what  it  is  and  therefore  I  can  not 
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DxT  Bois.  That  is  based  on  about  20,000  pounds  monthly  pro- 
Liction. 

Senator  Smoot.  For  a  monthly  production  of  20,000  pounds? 

Mr.  Du  Bois.  Yes.  This  price  is  based  on  that  quantity  of  pro- 
uction. 

Senator  Smoot.  Take  the  last,  No.  9 ;  what  amount  of  that  do  you 
roduce  ? 

Mr.  DiT  Bois.  The  maximmn  production,  or  capacity,  is  8,000 — the 
verage  has  been  about  6,000  pounds  monthly. 

Senator  McLean.  You  sell   four-ninths  of  your  products  at  a 

3SS? 

Mr.  Du  Bois.  I  think  we  do  now ;  yes. 

Senator  McLean.  What  is  the  reason  for  that? 

Mr.  Du  Bois.  Because  there  has  been  a  very  large  surplus  of 
tocks  on  the  market  in  the  United  States,  and  a  great  many  of  the 
;oncerns  holding  these  stocks  have  been  anxious  to  realize  on  sur- 
>lus  stocks  and  have  forced  these  goods  out  at  a  reduced  price  below 
he  price  for  which  they  bought  these  goods  from  us,  and  sold  them 
)elow  our  selling  price;  below  the  price  at  which  they  had  pur- 
chased these  goods  from  us. 

This  is  not  an  unusual  proposition.  We  have  been  through  this 
svith  nearly  every  one  of  our  products. 

Senator  Smoot.  That  is  much  the  same  as  in  the  case  of  the  sugar 
manufacturers. 

Senator  McLean.  It  is  on  the  same  principle  that  if  Germany 
had  a  surplus  she  would  sell  to  us  at  a  loss.  * 

ifr.  Du  Bois.  Germany  does  not  need  to  sell  at  a  loss  to-day,  but 
we  have  to  if  we  want  to  sell  at  all. 

Senator  McLean.  If  it  was  necessary  she  would  do  as  you  are 
doing? 

Mr.  Du  Bois.  I  think  she  would. 

Senator  McLean.  And  it  would  be  good  business. 

Mr.  Cooke.  They  are  all  important  medical  chemicals? 

Mr.  Du  Bois.  Yes.  These  recent  German  quotations  are  the  prices 
f.  o.  b.  Hamburg,  it  is  stated,  export  prepaid,  but  I  do  not  think 
there  has  been  any  export  tax  assessed  on  those  German  prices.  I 
think  there  was  no  export  price  in  this  case.  Those  prices  are  f .  o,  b. 
Hamburg.  Those  prices  may  or  may  not  include  a  German  profit; 
that  I  can  not  tell,  oecause  I  have  no  idea  of  what  the  German  costs 
are  to-day. 
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(The  table  above  referred  to  is  as  follows:) 


Product. 


Price  in 

United 

States 

1913-14. 


Price  in 

United 

States 

Juiy,  1921. 


Recent 

Uorman 

price 

f.  o.  b. 


1 1  ^21 

2 .22 

3 '  .38 

4 '  10.60^80 

6 .55 

6 1.10 

7 .84 

8 1.15 

9 1  3.10 


^  Mark  value  calculated  at  1.25  cents. 


**»*"•' *"B' 

Cent3. 

90.33 

13.6 

.26 

18 

.75 

.60 

35 

.80 

33 

1.60 

37 

1.65 

74 

1.65 

«1.17 

4.50 

1.30 

C<18t  of 

maniifr- 

turiniein 

United 

SUt«s. 


«li37 

ta27-.30 

.70 

.66^.70 

.HS 

1.33 

1.25 

1.36 

3.7(M.OO 


i'r    -1 


*  England. 


Mr.  Du  Bois.  I  want  to  come  to  the  question  of  German  co-t-  j 
little  later  in  another  table,  the  last  statement  that  I  want  to  pn><ii.  • 
in  order  to  show  the  relation  of  costs. 

Senator  Smoot.  Was  1920  a  fair  year  or  a  bad  year  for  you ! 

Mr.  Du  Bois.  1920  was  an  abnormally  good  year  up  to  Septem'*.- 

Senator  Smoot.  I  mean  for  the  whole  year. 

Mr.  Du  Bois.  Over  the  whole  year  it  was  a  good  year. 

Senator  Smoot.  Then  your  trade  did  not  drop  off  until  1921? 

Mr.  Du  Bois.  No  ;  our  trade  dropped  in  September,  1920. 

Senator  Smoot.  But  taking  it  as  a  whole  it  was  a  fairly  good  year' 

Mr.  Du  Bois.  As  a  whole  it  was  a  good  year. 

Senator  Smoot.  What  profits  did  you  make  in  1920? 

Mr.  Du  Bois.  That  information  will  be  contained  in  there.  [Han ' 
ing  paper  to  Senator  Smoot.l 

I  want  to  point  out  that  the  costs  that  I  give  there  are  most  o" 
servative  and  do  not,  for  instance,  include  idle-plant  loss.  As  y... 
know,  we  are  not  always  able  to  rim  our  plant  all  the  jrear  round,  a: . 
when  the  plant  is  shut  down  we  have  certain  depreciations  an«l  :' 
terest  on  investment,  which  naturally  we  have  to  stand.  But  tak.rj 
it  over  the  whole  year  the  average  cost  will  be  higher  than  thr- 
prices.  I  will  explain  that  I  got  at  these  prices  by  taking  a  ni»nv- 
month. 

I  would  like  to  point  out  now  the  influence  of  the  labor  cost  on  tS 
cost  of  manufacture,  what  labor  means  in  one  of  our  protluotf.  1* 
you  will  permit  me  for  this  purpose  I  will  include  with  lal)or,  w  hi:  ^ 
for  the  reason  that  I  think  wa^es  paid  in  Germany,  or  I  mean  s^Ia'  ^ 
of  chemists  and  clerks,  bear  about  the  same  relation  to  labor  as  tJ*; 
do  in  this  country.  I  have  come  to  that  conclusion  from  a  studv  ' 
salaries  paid  to  workmen,  or  rather  wages,  which  was  prepare!  i ' 
the  House  of  Representatives  a  month  or  two  ago.  From  that  I  e  * 
the  average  cost  of  skilled  labor  in  German  chemical  wo^k<».  wh:' 
was  given  as  4J  to  6^  marks  per  hour.  We  are  paying  45  to  5<1  -^r-- 
an  hour,  to  what  we  call  skilled  operators. 

Senator  McCumber.  Those  are  paper  marks? 

Mr.  Du  Bois.  Yes;  4J  to  Gl  marks,  which  is  the  average  wagepi-' 
to  skilled  workers  in  the  chemical  factories  in  Gennanj.    Tn^ 
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^res  are  from  the  pamphlet  prepared  for  the  House  of  Bepresenta- 
ves,  which  is  my  only  source  of  information. 

Mr.  Msxrz.  That  i's  right.    I  know  it  is  a  fact. 

Mr.  T>jj  Bois.  In  that  same  publication  I  see  that  the  wages  paid 
)  chemists  are  between  $25  to  $52  per  month,  and  I  conclude  from 
lose  two  figures  that  the  relation  of  the  salary  of  a  chemist  to  the 
ay  of  workmen  was  about  the  same  as  the  relation  is  in  this  country. 

If  we  want  to  determine  what  is  the  influence  of  labor  in  the  costs 
f  our  materials  we  must  take  also  wages  paid  to  labor.  That  is  the 
rav  I  prepared  these  figures.    I  would  like  to  distribute  this  table. 

(The  table  referred  to  is  as  follows:) 


Items. 


taw  matarlah    60  per  cent  labor 

'oal — ^70  per  cent  laixMr 

^reiidit — eo  per  cent  labor 

iVaK^ 

Salaries 

Overhead — 50  per  cent  labor 

tnierest 

Depredation 

Total 


Total  ex- 
penditure. 


13,700,000 
168,702 
558,378 
1,76&645 
7d2,275 
144,818 
181,422 
522,086 


7,836,321 


Cost  of 
labor. 


12,220,000 

118,000 

335,023 

1,768,645 

792,276 

72,400 


Labor  ex- 
pressed in 
per  cent  of 
total  cost. 


28.3 

1.5 

4.3 

22.6 

10.1 

.9 


5,306,422 


67.7 


Mr.  Du  Bois.  I  went  to  the  Census  Bureau  here  in  Washington  and 
asked  what  was  the  amount  of  labor  in  soft  coal,  which  is  one  of  the 
raw  materials  used.  I  was  given  a  table  showing  the  total  cost  of 
mining  bituminous  coal  in  Pennsylvania.    I  took  that  as  a  basis. 

It  shows,  if  I  include  the  wages  and  salaries,  that  the  cost  of  labor 
in  coal  is  70  per  cent  of  the  value  of  the  coal  at  the  mine. 

I  saw  recently  a  statement  prepared  by  the  Pennsylvania  Railroad 
which  gave  the  percentage  of  money  paid  for  wages,  for  labor,  in  the 
total  income  of  the  Pennsjrlvania  Bailroad,  and  the  amount  there 
given,  was  60  per  cent.  Freight  is  a  very  big  item  with  us.  We  paid 
last  year  some  $550,000  for  freight,  and  I  do  not  think  it  included  ex- 
pressage,  but  let  us  say  it  is  a  very  big  item,  at  any  rate. 

I  made  out  a  table  here  in  order  to  determine  what  the  percentage 
of  our  total  expenses  of  manufacture  our  labor  is.  As  you  see  there 
I  took  raw  materials  $3,700,000,  and  I.  claim  that  60  per  cent  of  that 
'would  be  labor.  I  take  it  that  if  coal  has  70  per  cent  labor,  and  if 
freight  has  60  per  cent  labor,  that  a  higher  manufactured  product 
must  have  at  least  60  per  cent,  and  I  do  not  think  I  am  overstating  the 
<:ase.  This  is,  I  must  say,  an  estimate,  and  I  think  I  am  low.  So  you 
will  see  I  took  in  raw  material  labor  60  per  cent,  coal  labor  at  70  per 
cent,  60  per  cent  labor  in  freight;  I  show  wages  and  salaries,  and  I 
include  60  j)er  cent  labor  in  overhead.  There  is  no  labor,  I  take  it, 
in  depreciation,  and  at  the  end  I  show  there  that  67.7  per  cent  of  our 
total  expenditures  go  toward  an  item  which  I  want  to  call  labor  and 
wages. 

I  want  now  to  compare  this  with  the  corresponding  price  of  Ger- 
man labor.  From  the  figures  I  gave  we  can  conclude  that  if  American 
labor  costs  us  from  45  to  50  cents  an  hour,  and  in  Germany  from  4^ 
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to  ^  marks  is  paid,  that  we  are  paying  5^  to  8  times  more  for  IaN 
It  would  vary  between  those  two  figures.    That  ipeans  if  67  per  ori: 
which  is  a  very  conservative  figure  of  ourt  cost  is  labor^  if  we  take  r-- 
same  amount  of  •  German  cost  from  this  figure,  we  arrive  at  a  diff*-r 
ence  of  60  per  cent,  the  figure  by  which  our  cost  will  be  above  t  • 
cost  of  the  Grerman  product  to-day,  owing  to  the  difference  in  wa:^  ■ 
which  is  probably  caused  by  the  exchange,  but  I  am  not  talkiiur    ' 
exchange.    I  am  referring  to  the  cost  of  labor,  taking  exchange  iz.' 
consideration  in  compiling  my  figures. 

In  the  first  table  which  I  gave  you  I  included  a  fifth  column  ar 
in  that  fifth  column  I  show  the  amount  of  duty  which  would  be  nei  r^ 
sary  to  be  assessed  on  die  German  product  f.  o.  b.  Hambui^  in  <»ni-  * 
to  equalize  our  cost.    This  German  quotation  may  include  a  pmt** 
I  am  referring  as  far  as  our  figures  are  concerned  to  our  cost. 

Senator  Smoot.  If  you  had  an  American  ^^aluation  it  would  r.** 
figure  that  way. 

Mr.  Du  Bois.  Of  course  not.    I  am  just  showing  we  would  have  t. 
add  69  per  cent  to  265  per  cent  to  just  equalize  our  costs  with  th«  * 
present  selling  prices  on  these  examples  I  have  given  there.    Tf-.- 
shows  such  wide  fluctuations  that  such  a  proposition  can  not  be  cc<r 
sidered  naturally.   As  far  as  the  American  valuation  is  concerned 

Senator  Smoot.  I  would  rather  consider  it  than  an  embargo. 

Mr.  Du  Bois.  As  far  as  the  American  valuation  is  conoeme«L  * 
we  take  our  present  prices  as  American  valuation  and  we  add  to  tbt-r 
varying  rates  of  duties,  we  will  find  that  very  considerable  rat-* 
would  be  necessary  in  order  to  protect  us. 

Senator  McLean.  Have  you  made  any  estimate? 

Mr.  Cooke.  If  you  can,  state  what  spread  of  rates  on  your  pn-' 
ucts  would  be  necessary  to  equalize  your  present  costs  with  tb^i" 
present  selling  price,  as  you  know  it. 

Mr.  Du  Bois.  In  order  to  equalize  these  costs  with  their  (Gennai. 
present  selling  prices  the  rates  of  duty  on  the  American  valuat:"". 
which  would  he  required  would  be  in  the  neighborhood  of  70  or  T* 
per  cent  on  these  products  here. 

Senator  McCumber.  On  the  American  valuation? 

Mr.  Du  Bois.  On  the  American  valuation. 

Senator  McCumber.  What  would  be  the  Grerman  valuation  ? 

Mr.  Du  Bois.  It  would  be  66  to  265  per  cent.  ^ 

The  trouble  is  this,  and  I  would  like  to  point  out  the  diffi<Mi^f 
about  this  American  valuation,  which  I  have  tried  to  figure  or.: 
because  I  was  as  anxious  as  anybodv  else  to  get  awav  from  the  err 
bargo  proposition ;  but  I  find  this,  that  these  figures  liere  were  rt\r 
puted  on  the  exchange  of  IJ  cents  for  1  mark.    To-day,  as  I  un«k' 
stand,  the  mark  is  lower;  the  mark  was  yesterday  1.22  cents  [•• 
mark.    At  that  rate  as  the  mark  drops  these  rates  of  75  per  <t-' 
American  valuation  that  I  mentioned  would  not  be  sufficient  t 
equalize  our  costs. 

Therefore  I  do  not  see  how  the  American  valuation,  unless  wf  .-n- 
determine  what  the  exchange  will  be,  is  going  to  help  na.  WTiile 
year  and  a  half  ago  I  was  opposed  to  the  embargo,  bv  tryinir  t* 
figure  out  these  propositions  I  was  gradually  led  to  l)eIie\T  th.^t  1 
could  not  see  my  way  clear  with  the  embargo  and  I  stand  to-da' 
as  being  in  favor  of  the  embargo. 
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It  has  been  mentioned  that  the  dye  plants  are  amortized,  and,  of 
ourse,  I  suppose  this  meant  that  it  might  indicate  that  our  plant  is 
mortized.  Our  plant  is  not  amortized.  If  we  had  been  able  to 
mortize  our  plant,  we  would  have  liked  to  do  it;  but  to  amortize 
ur  plant  it  would  have  been  necessary  to  cut  from  our  profits  certain 
urns  which  we  could  not  do  because  we  had  to  pay  the  tax,  like 
vervbody  else,  on  our  profits,  and  we  were  not  permitted  to  amortize 
invtbing  we  wanted. 

t^rior  to  the  war  we  had  not  amortized  our  plants  either.  We 
lave,  of  course,  on  our  books  a  reserve  account  of  about  a  million 
Lnd  a  half  dollars,  which  I  would  say  is  equal  to  about  one-quarter 
>f  the  machinery  investment,  and  this  account  covers  only  such 
Kiuipment  which  we  believe  is  obsolete  and  which  we  can  justify 
loT  tax  payment  purposes  as  being  obsolete,  with  proper  explana- 
tions. 

I  can  not  see  how  any  manufacturer  can  during  the  last  two 
years  have  amortized  his  plant  when  taxes  were  payable  on  profits, 
and  have  deducted  (hat  from  his  book  values,  unless  he  can  j|ustify 
it  by  considering  his  plant  as  junk,  in  which  case  he  evidently 
does  not  intend  manufacturing;  but  we  have  been  in  business  now 
for  20  years,  and  we  have  always  expected  to  continue.  We  came 
here  with  the  facts,  with  our  cards  on  the  table,  and  we  are  willing 
to  give  any  information  that  is  desired. 
Mr.  Metz.  Are  you  not  financing  now  ? 

Mr.  Cooke.  I  will  answer  that  question.  The  Monsanto  Co.  had 
to  borrow  a  considerable  sum  of  money,  but  could  not  borrow  it  at 
the  banks.  Their  plant  is  worth  some  $10,000,000.  They  raised  some- 
thing like  a  half  million  dollars  bv  going  to  their  friends  and  selling 
them  stock.  Those  friends  paid  for  that  stock  in  order  to  assist  the 
American  chemical  industry. 

Mr.  Metz.  There  is  no  question 

Mr.  Cooke.  That  is  the  answer. 

Mr.  Metz.  It  is  a  good  deal  more  than  a  half  million  dollars. 
Mr.  Cooke.  They  borrowed  some  money  on  their  plant,  the  first 
time  they  ever  borrowed. 
Mr.  Metz.  We  might  as  well  have  all  the  facts  on  the  table. 
Mr.  Cooke.  They  did  not  make  any  eight  or  ten  million  dollars,  as 
you  did  during  the  war. 

Senator  McCumber.  Gentlemen,  we  have  one  witness  on  the  stand 
now ;  let  us  get  through  with  him. 
Mr.  Du  Bois.  I  have  given  our  profits  in  the  table. 
I  would  like  to  point  out  before  closing  one  thing  which  explains 
our  peculiar  situation.    Inasmuch  as  the  tremendous  difference  be- 
tween foreign  prices  of  manufacture,  German  prices  of  manufacture, 
and  our  costs,  are  due  to  some  great  extent  to  the  labor  cost,  I  want 
to  say  that  the  difference  in  the  cost  being  so  great  is  due  to  the  fact 
that  all  the  raw  materials  to  i:)roduce  the  products  we  are  manufac- 
turing are  available  in  Germany — and  I  am  referring  always  to  Ger- 
man costs.    That  is  our  main  competitor  normally.    Germany  does 
not  have  to  purchase  with  foreign  currency  goods  from  the  outside 
in  order  to  produce  these  products  which  I  have  listed. 

I  would  also  like  to  mention  in  referring  to  the  remarks  which 
were  made  by  the  gentleman  who  spoke  here  a  little  while  ago,  that 
this  branch  of  the  coal-tar  industry  is  also  a  very  essential  branch  in 
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war  on  account  of  the  medicinals  which  we  manufacture.    Who  kik»~ 
how  many  million  Bussians  died  as  a  conseauence  of  the  lack    : 
those  products  which  we  manufactured  here?     We  were  in  mat; 
lines  the  only  manufacturers  in  this  country  when  the  war  hr<»* 
out  and  supplied  the  Government  with  large  quantities  of  thf^ 
medicinals  and  disinfectants. 

Mr.  CooKE.  And  you  supplied  England  and  France. 

Mr.  Du  Bois.  And  we  also  supplied  England  and  France  with  i 
certain  amount. 

Senator  Smoot.  Were  you  successful  in  selling  your  stock  offers  :• 

Mr.  Du  Bois.  Our  stock? 

Senator  Smoot.  Yes. 

Mr.  Du  Boia.  We  offered  it  just  to  friends  of  ours,  and  a  few  Iwfc. 
ness  men  in  St.  Louis,  who  took  the  whole  issue  recently.  We  isE^u**: 
also  $2,000,000  of  bonds  about  two  years  ago,  which  were  fuUy  sui* 
scribed. 

Senator  Smoot.  What  made  me  ask  the  question  was  that  I  notify- . 
here  you  say  you  only  paid  a  dividend  in  1920  on  the  capital  it 
vested  of  forty-one  one-hundredths  of  1  per  cent". 

Mr.  Du  Bois.  Yes. 

Senator  Smoot.  And  in  1919  you  paid  1.23  per  cent. 

Mr.  Du  Bois.  Senator  Smoot,  I  think  you  have  touched  one  of  tU 
things  which  is  characteristic  of  the  Monsanto  Co.  Monsanto  has  nd 
to  this  date  distributed  the  monev  earned,  but  put  it  back  into  tii^ 
business  in  order  to  build  up  the  industry. 

Senator  Smoot.  That  is  exactly  what  I  knew  happened;  there  iia* 
not  any  question  about  it,  and  that  is  the  reason,  you  know,  I  thouiriu 
it  was  not  hardly  fair  to  try  to  show  it  here  that  these  were  all  lU 
profits  that  were  made  and  paid  out  in  dividends. 

Mr.  CooKE.  That  simply  shows  the  percentage  of  dividend  distri- 
bution. 

Senator  La  Follette.  And  does  not  mean  anything. 

Senator  McCumber.  Are  you  through? 

Mr.  Du  Bois.  Yes. 

Senator  McCumber.  We  will  call  on  Mr.  Metz  to  complete  his  t<^ 
timony.  Before  going  on  with  your  testimony,  Mr.  Metz,  yon  spwk 
very  rapidly. 

Mr.  Metz.  Yes,  sir ;  I  am  aware  of  it. 

Senator  McCumber.  And  with  the  use  of  these  chemical  tennf  it 
is  very  difficult  for  the  stenographers  to  take  your  testimony.  Mat  I 
ask  you,  therefore,  to  speak  a  little  more  alowlv  and  distinctly! 

Mr.  Metz.  I  will  try  and  hold  down  a  bit  ana  give  them  a  chaorr. 
because  I  saw  the  copy  yesterday  and  I  did  not  recognize  it. 

I  was  asked  to  return  this  morning.  I  went  to  New  York*  and  I 
am  sorry  I  was  late  in  getting  back.  I  am  glad,  however,  that  Mr. 
Choate  had  a  chance  to  say  something  before  I  went  back  on  tbf 
stand. 

I  would  like  to  get  away  to-night  if  I  could,  but  I  am  willing  to  he 
here  Monday  and  Tuesday.  Tl^re  is  a  great  deal  of  the  testimooT 
which  has  been  ^ven  which  I  would  like  opportunity  to  answfr 
Much  of  that  which  has  been  given  is  mere  g^eralities  and  we  iuv« 
not  gotten  down  to  facts. 

Senator  La  Foujctte.  I  am  inclined  to  believe  the  committee  i^^ 
that  way  about  it 
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Mr.  Metz.  I  have  those  facts.   I  have  made  notes  as  we  went  along. 

Senator  La  FoLiiETTE.  Mr.  Metz,  would  you  prefer  not  to  go  on 
o-night,  but  to  come  back  here  on  Monday? 

Mr.  Metz.  If  the  committee  is  going  on,  I  should  much  prefer  it. 

Senator  La  Folubtte.  Because  you  could  not  complete  your  state- 
nent  to-night? 

Mr.  Metz.  No. 

Senator  La  Foixette.  In  the  way  you  feel,  you  would  like  to 
tomplete  it  and  provide  information  ior  the  committee  ? 

ilr.  Metz.  Yes.    There  are  others  here  who  may  want  to  get  away 
o-nipht,  and  whose  statements  would  not  be  so  long. 

I  want  the  privilege  of  refuting  some  of  the  things  that  have  been 
»id,  and  I  am  willing  to  stand  corrected.    I  believe  the  Senators' 
idea  of  putting  men  under  oath  would  be  the  proper  thing.    We  have 
3een  getting  a  lot  of  hot  air  that  don't  mean  anything.    I  have  been 
&  Member  of  the  House  and  I  know  what  we  get  in  these  committees. 
Senator  La  Follette.  I  suggest  that  Mr.  Metz  stand  aside  and  re- 
turn either  Monday  or  Tuesday,  Monday  if  it  is  agreeable. 
Senator  McCrrMBER.  Very  \fell ;  that  procedure  will  be  followed. 
Mr.  Metz.  I  would  be  obliged  to  you.    I  have  that  list  here  that 
you  a^ed  for  regarding  the  amounts.     I  did  not  intend  to  bring 
these  things  up  for  the  institute.    I  am  a  member,  and  I  do  not  want 
to  do  anything  which  is  discourteous  to  the  institute.    They  have 
done  lots  of  good  things.     I  see  that  76  per  cent  of  the  money  con- 
tributed has  been  spent  on  Mr.  Choate  and  Mr. ,  but  that  is 

immaterial.    I  would  merely  like  to  have  those  things  in  the  record 
as  a  matter  of  interest. 
Senator  McCttmber.  We  will  hear  from  Mr.  Parker  Jones. 

STATEMENT  OF  MR.  W.   PABXEE  JONES,  EEFEESENTINO  THE 
VICTOR  CHEMICAL  WORKS,  CHICAGO,  ILL. 

The  Chairman.  Mr.  Jones,  state  your  name  and  representation  to 
the  reporter. 

Mr.  Jones.  W.  Parker  Jones,  Union  Trust  Building,  Washington ; 
I  appear  before  the  committee  as  attorney  for  the  Victor  Chemical 
Works,  of  Chicago,  111. 

The  Victor  Chemical  Works  are  manufacturers  of  oxalic  acid. 

Senator  Smoot.  Where  are  your  plants  located? 

Mr.  Jones.  Our  plant  is  located  at  Chicago  Heights,  111. 

Senator  Smoot.   i  ou  have  only  one  plant? 

Mr.  JoifEs.  Only  one  plant.  That  plant  was  erected  during  the 
war.  The  Victor  Chemical  Works  first  began  to  produce  oxalic  acid 
on  a  commercial  scale  in  1917.  The  company  continued  to  produce 
oxalic  acid  up  to  October,  1920.  At  that  time  the  production  was 
at  the  rate  of  about  3,000,000  pounds  per  annum. 

About  that  period  oxalic  acid  began  to  be  imported  from  Germany 
and  was  sold  in  our  markets  here  at  15  cents  a  pound,  which  was 
about  9J  cents  below  our  cost  of  production,  with  the  result  that  the 
Victor  Chemical  Works  closed  down  its  plant.  It  remained  closed 
until  the  latter  part  of  May  of  this  year  when,  on  account  of  the 
control  exercised  under  the  emergency  tariff  act,  production  was 
resumed  and  the  company  is  now  operating  and  producing  at  the 
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Senator  McLean.  Do  the  people  you  represent,  the  Amcskea^  ♦ 
consume  large  quantities  of  this  20  per  cent  of  dyes  that  are  not  itj.i  ■ 
in  this  country? 

Mr.  MacFarland.  Not  particularly  large  quantities.    There  art- 
very  great  amounts  of  these  refined  dyes  used,  but  they  are  xet\  v 
portant. 

Senator  McLean.  They  are  very  important? 

Mr.  MacFarland.  Yes. 

Senator  McLean.  You  are  interested  in  continuing  the  iinportt.t    ■ 
of  those  dyes? 

Mr.  MacFarland.  We  are  interested  in  being  able  to  get  those  *1  y.  - 

Senator  McLean.  As  I  understand  you  your  company  has  exi*-'- 
enced  delays  in  one  shipment  ? 

Mr.  MacFarland.  So  I  imderstoood.    Generally  my  client  talk* 
as  if  his  experience  was  delay  and  uncertainty  all  along  the  line,  ^ 
I  can  not  speak  of  any  particular  case  because  I  talked  with  \  • 
generally. 

Senator  McCtjmber.  Thank  you. 

Mr.  Gaston  Du  Bois  has  to  go  back  to  St.  Louis.    Therefore  I  \' 
going  to  call  him  next,  as  he  desires  to  be  brief. 

STATEMENT  OF  ME.  GASTON  DV  BOIS,  PBESIDENT  MOHSASTO 

CHEMICAL  WOBKS,  ST.  LOUIS,  MO. 

The  Chairman.  State  your  name  and  whom  you  represent  tn  ti 
reporter. 

Mr.   Du  Bois.  Gaston   Du  Bois,  president  Monsanto  Chemi 
Works,  St.  Louis. 

Mr.  Chairman  and  gentlemen  of  the  committee,  I  do  want  to  -- 
brief.    I  came  here  with  some  figures  because  I  did  feel  before  petttnj 
here  that  we  had  at  this  time  a  necessity  for  figures  which  won 
actually  show  costs  so  that  we  can  arrive  at  some  basis  of  undersCar 
ing  as  to  what  we  need. 

I  might  say,  very  briefly,  that  the  company  I  represent,  the  M.»r 
santo  Chemical  Works,  of  St.  Louis,  represents  an  investment  of 
little  over  $10,000,000.    It  started  in  1901.    Our  experience  therefi- 
covers  prewar  times  and  we  have  competed  very  sharply,  very  M' 
terly,  with  Germany. 

Prior  to  the  war  we  were  importing  coal-tar  intermediates,  irh^* 
we  need  in  the  manufacture  of  pharmaceutical  products,  medirir. 
products. 

Mr.  Cooke.  Not  dyes. 

Mr.  Du  Bois.  We  are  not  manufacturers  of  dyes. 

Senator  Smoot.  There  is  a  reason  for  that.    It  was  not  beoaui**  -r 
1909  we  did  not  want  to  give  them  protection  but  none  of  you  won  - 
have  it.    You  were  up  here  all  together  protesting  against  anr  kir 
of  duty  upon  intermediates  when  we  wanted  to  establish  a  dye  ir. 
dustry  in  the  United  States. 

Mr.  DtT  Bois.  At  that  time  we  were  purchasing  our  intermeiliatf^ 
from  Germany  and  at  times  from  Switzerland,  paying  duty  and  «N.r 
peting  with  (jermany  on  finished  pharmaceutical  products  %xv\  fi'r 
chemicals. 

The  war  started  in  1914  and  we  were  cut  off  of  our  supplies  an* 
were  compelled  to  start  manufacturing  those  intermediates.   Thmu^i 
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:iis  manufacture  of  intermediates  we  became  connected  with  the  dye 
idiistry,  because  when  we  started  manufacturing  intermediates,  such 
s  phthalic  anhydride  and  monochlorbenzol,  we  had  to  sell  our  prod- 
ots  which  we  could  not  use  for  medicinal  purposes  for  making 
ledicinal  chemicals;  we  had  to  sell  them  to  dye  manufacturers,  or 
ee  our  costs  increase  very  much  by  the  waste  of  a  by-product  which 
n  this  case  was  very  important. 

I>uring  the  war  we  acquired  an  acid  plant  in  East  St.  Louis,  111., 
cross  the  river  from  our  plant  in  St.  Louis,  where  we  manufactured 
pharmaceuticals  and  intermediates. 

Kight  here  I  want  to  refer  to  the  necessity  in  which  we  found  our- 
1*1  ves  to  build  a  chlorine  plant.  The  statement  was  made  a  little 
vhile  ago  by  a  gentleman  that  chlorine  and  a  lot  of  poisonous  gasses 
inJ  so  on  are  not  produced  from  coal-tar  products,  or  are  not  coal- 
ar  products,  or  are  not  connected  with  coal-tar  products.  We  in- 
talle<l  the  chlorine  plant  on  account  of  the  coal-tar  products  which 
ve  make.  One  of  the  purposes  of  the  installation  was  to  manufac- 
:uro  chlorbenzol,  which  we  need  in  large  quantities,  and  also  to 
[)r<Kluce  acetic  anhydride,  which  is  used  in  the  manufacture  of 
ispirin.    Aspirin  is  a  coal-tar  product  made  from  salicylic  acid. 

Prior  to  the  war  we  were  at  one  time  compelled  to  give  up  the 
manufacture  of  chlorine  products  because  we  were  compelled  to  pur- 
chase our  chlorine  in  cylinders  from  Niagara  Falls,  at  a  time  when 
there  was  no  liquid  chlorine  produced  in  this  country.  One  of  the 
Niagara  Falls  manufacturers  was  induced  to  go  to  Germany  and  get 
the  information  necessary  as  to  what  compressor  was  necessary  to 
liquify  chlorine.  He  came  back  and  began  to  manufacture  it  in 
Niagara  Falls  and  I  believe  we  were  his  first  customers. 

T  said  I  came  here  to  give  figures.  I  have  prepared  these  figures 
on  a  table  which  shows  the  cost  of  production,  and  copies  of  which  I 
would  like  to  distribute  to  the  committee.  I  have  in  this  table  listed 
nine  products. 

In  the  first  column  I  show  the  price  in  1913  and  1914.  All  of  these 
are  medicinal  products.  Two  of  them  are  not  coal-tar  products ;  the 
balance  are. 

In  the  second  column  I  show  the  price  to-day.  If  you  will  com- 
pare the  prices  before  the  war  and  the  prices  to-day  I  think  we  have 
oconsion  to  congratulate  ourselves 

Senator  Smoot.  What  is  the  item  ? 

Mr.  Du  Bois.  I  have  the  articles  nmnbered,  and  I  will  bo  glad  to 
^rive  the  names  of  each  article  to  the  Senators,  but  I  would  not  like 
to  put  the  information  in  the  record,  which  would  give  the  costs  of 
our  articles. 

Senator  Smoot.  Of  course,  this  will  be  of  no  use  whatever  to  us  in 
its  present  form. 

Mr.  Du  BoTS.  I  will  be  glad  to  put  the  names  of  every  one  of  those 
products,  if  I  may,  opposite  every  one  of  those  numbers. 

In  the  third  column  I  have  shown  the  recent  quotations  f .  o.  b. 
Hambui'g  for  those  same  medicinal  products,  and  m  the  fourth  col- 
umn I  have  shown  our  costs  of  manufacture. 

I  want  to  explain  now  about  those  costs  of  manufacture.  During 
the  last  years  the  costs  of  manufacture  fluctuated  considerably,  and 
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it  is  to  some  extent  difficult  to  arrive  at  the  actual  cost  of  manaf  a*  - 
ture  because  of  the  varying  prices  of  raw  materials  and  the  varyit^^ 
prices  of  labor.    These  costs  of  manufacture  which  I  have  tabuliAt4^. 
there  are  not  an  average  of  the  last  six  months,  because  the  manufA- 
turing  costs  would  be  higher  than  these. 

I  have  tried  to  be  absolutely  fair  in  the  information  I  wanted  xc^ 
give  and  I  have  taken  the  costs  of  manufacture  which  are  below  tt^ 
averages  of  the  last  six  months  and  based  on  a  reduced  labor  cast  la 
it  exists  to-day  over  that  of  last  year  and  show  the  normal  prodor- 
tion,  which  has  not  been  the  case  during  the  last  six  months. 

Senator  McLean.  What  percentage  of  your  products  do  you  srO 
to  the  dye  men  and  what  percentage  is  used  for  medicinal  purpo&«*s?  • 

Mr.  Du  Bois.  I  would  say  15  per  cent  was  intermediates. 

Senator  McLean.  Just  what  do  you  mean  by  that  ? 

Mr.  Du  Bois.  Fifteen  per  cent  to  the  dye  men. 

Senator  McLean.  Could  you  continue  in  business  at  a  profit  if  To. 
were  deprived  of  the  market  furnished  by  the  dye  men  ? 

Mr.  Du  Bois.  I  would  say  it  would  increase  the  price  of  some  «•: 
our  products,  say,  by  20  per  cent;  increase  the  cost  of  some  of  ^nir 
products  by  20  or  30  per  cent — about  25  per  cent. 

Senator  "McCumber.  Will  you  explain  the  first  line  of  your  laK* 
there?     You  have  the  price  in  the  United  States,  July,  192i,  33  <*^nbw 

Mr.  Du  Bois.  Yes. 

Senator  McCumber,  Then  you  have  the  cost  of  manufacture  in  tit- 
United  States  at  37  cents. 

Mr.  Du  Bois.  That  is  for  the  same  time,  in  July. 

Senator  McCumber.  Do  you  mean  to  say  it  is  sold  at  a  loss,  for  .-■ 
cents,  when  the  cost  of  manufacture  is  37  cents? 

Mr.  Du  Bois.  Yes.  Four  of  these  nine  products  we  are  seiliuj 
to-day  at  a  loss,  and  five  we  are  selling  at  a  profit. 

Th^  reason  we  are  selling  at  a  loss  is  that  there  are  a  few  arti«lt- 
here,  owing  to  the  present  depression  in  the  United  States,  whi. ! 
are  selling:  below  cost,  because  a  great  many  people  are  unloadrc 
stocks.    That  is  forcing  our  selling  prices  down.    I  think  that  tlo 
is  a  perfectly  natural  condition  under  present  circumstances. 

Senator  McCumber.  All  of  these,  then,  practically  you  are  sellirr 
in  the  United  States  to-day,  all  but  the  last  four,  at  less  than  \'o'*r 
cost  of  production? 

Mr.  Du  Bois.  I  beg  your  pardon.  If  I  am  not  mistaken,  four  «•' 
them  we  are  selling  at  a  loss  and  five  of  them  we  are  selling  at  i 
profit. 

Senator  McCumber.  Take  the  first  five  items,  price  in  July,  llh.'I. 
33  rents;  cost  of  manufacture,  37  cents. 

Mr.  Du  Bois.  Yes,  sir. 

Senator  McCumber.  Price  in  July,  26;  cost  of  manufacture*  -T 
to  30  cents.  Price  in  the  United  States,  75;  cost  of  manufacture,  ?' 
You  are  making  a  profit  of  5  cents  there.  Price,  60;  cost  of  mac- 
ufacture,  65  to  70. 

Mr.  Du  Bois.  We  are  losing  there. 

Senator  McCumber.  The  sixth  item ;  price,  80  cents ;  cost  of  man- 
ufacture, 85  cents. 
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^f  r.  DiT  Bois.  Yes,  sir. 

Senator  McCumber.  On  four  of  them  you  are  losing? 

Mr.  Ou  Bois.  On  four  we  lose  and  on  five  we  make  a  profit. 

Senator  Smoot.  Take  this  first  item :  How  much  of  that  do  you 

anufacture?     I  do  not  know  what  it  is  and  therefore  I  can  not 

y. 

Mr.  Du  Bois.  That  is  based  on  about  20,000  pounds  monthly  pro- 
iction. 

Senator  Smoot.  For  a  monthly  production  of  20,000  pounds? 
Mr.  Du  Bois.  Yes.    This  price  is  based  on  that  quantity  of  pro- 
nction. 

Senator  Smoot.  Take  the  last,  No.  9 ;  what  amount  of  that  do  you 
roduce  ? 

Mr.  Drr  Bois.  The  maximum  production,  or  capacity,  is  8,000 — the 
verage  has  been  about  6,000  pounds  monthly. 
Senator  McLean.  You  sell  four-ninths  of  your  products  at  a 

)SS? 

Mr.  Du  BoiR.  I  think  we  do  now ;  yes. 
Senator  McLean.  What  is  the  reason  for  that? 
^fr.  Du  Bois.  Because  there  has  been  a  very  large  surplus  of 
tocks  on  the  market  in  the  United  States,  and  a  great  many  of  the 
oncerns  holding  these  stocks  have  been  anxious  to  realize  on  sur- 
plus stocks  and  have  forced  these  goods  out  at  a  reduced  price  below 
he  price  for  which  they  bought  these  goods  from  us,  and  sold  them 
»elow  our  selling  price;  below  the  price  at  which  they  had  pur- 
chased these  goods  from  us. 

This  is  not  an  unusual  proposition.    We  have  been  through  this 
with  nearly  every  one  of  our  products. 

Senator  Smoot.  That  is  much  the  same  as  in  the  case  of  the  sugar 
[uamifacturers. 

Senator  McLean.  It  is  on  the  same  principle  that  if  Germany 
had  a  surplus  she  would  sell  to  us  at  a  loss.  * 

Mr.  Du  Bois.  Germany  does  not  need  to  sell  at  a  loss  to-day,  but 
wo  have  to  if  we  want  to  sell  at  all. 

Senator  McLean.  If  it  was  necessary  she  would  do  as  you  are 
doing? 
ilr.  Du  Bois.  I  think  fehe  would. 
Senator  McLean.  And  it  would  be  good  business. 
Mr.  Cooke.  They  are  all  important  medical  chemicals? 
Mr.  Du  Bois.  Yes.    These  recent  German  quotations  are  the  prices 
f.  o.  b.  Hamburg,  it  is  stated,  export  prepaid,  but  I  do  not  think 
there  has  been  any  export  tax  assessed  on  those  German  prices.    I 
think  there  was  no  export  price  in  this  case.    Those  prices  are  f .  o.  b. 
Hamburg.     Those  prices  may  or  may  not  include  a  German  profit; 
that  I  can  not  tell,  because  I  have  no  idea  of  what  the  German  costs 
are  to-day. 
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1913,  and  1914 — at  approximately  5  couts  per  pound,  so  that  a  duty  of  li  centi 
at  that  time  was  equivalent  to  an  ad  valorem  duty  of  30  \)er  cent  To  day  ov 
actual  cost  of  manufacture  is  approximately  17  cents  per  poimd,  and  the  low«t 
price  at  which  the  product  was  dumped  during  the  months  preceding  May,  1900!^ 
on  the  American  market  was  15  cents  per  pound,  and  the  duty  thereon  of  1| 
cents  per  pound,  therefore,  represented  an  ad  valorem  duty  of  only  10  per  ooiU 
instead  of  30  per  cent,  the  duty  fixed  by  the  act  of  1913.  f 

This  rate  of  duty  afforded  inadequate  protection  at  the  time  it  was  impose^ 
and  it  affords  less  protection  now.  ; 

Nothing  less  than  continuance  of  the  existing  license  control,  pending  tt| 
enactment  of  the  new  permanent  tariff  law,  can  prevent  the  reneu-al  of  GennHk, 
domination  of  the  American  market  for  oxalic  acid,  and  tlie  destruction  of  tlt< 
oxalic  acid  industry  in  this  country. 

VicTOB  Chemical  Works, 
August  Kochs, 
President,  Fisher  Building,  Chioafio,  HL 

W.  Parkeb  Jonks, 
Attorney,  Union  Trust  Building,  Washington,  D,  C. 
August  3, 1921. 


Dye  and  Chemical  Control — Oxalic   Acid — Statement  of  Ai'oi'st  Koch^ 
Prehtdknt  Victor  Chemical  Works,  Fisher  Brnj)iN«,  Chicago.  Iu. 

PRESENT  LAW. 

The  Secretary  of  the  Treasury  having  determined  that  oxalic  acid  is  t  qn^ 
thetlc  organic  chemical  and  is  obtainable  iu  the  United  States  "  in  saflkioit 
quantities  and  on  reasonable  teniis  as  to  quality,  price,  and  deliyery,"  impofti 
of  oxalic  acid  are  now  being  refused  admission  into  this  country  by  yirtoe  €- 
the  provisions  of  the  emergency  tariff  act  of  May  27,  1921.  By  the  terms  of  tte 
act,  dye  and  chemical  control  comes  to  an  end  on  August  27,  1921.  It  is  reco» 
mended  that  appropriate  legislation  be  passed  continuing  this  control  until  tbt 
reenactment  of  the  new  permanent  tariff  law. 

IMPORTANCE  OF  OXALIC  ACID  INDUSTRY. 

Oxalic  acid  is  used  in  laundries  in  a  large  way  to  neutralize  the  alkali  til 
is  the  best  acid  rinse  for  that  purpose,  because  when  properly  used  it  does  mC 
injuriously  affect  the  fabric.  \ 

Oxalic  acid  further  has  an  important  use  in  the  manufacture  of  dyes,  especially  < 
malachite  green,  which  prior  to  the  war  was  all  imported  from  abroad,  iHit 
which  is  now  manufactured  on  an  extensive  scale  in  this  country. 

Oxalic  acid  further  is  employed  to  a  large  extent  in  dyeing  and  prindng 
textiles,  especially  dyeing  wool  on  a  chrome  mordant. 

Further,  it  finds  employment  in  the  bleaching  of  straw  articles,  especially 
hats;  in  the  manufacture  of  cleaning  compounds  and  metal  polishes;  in  tl» 
bleaching  of  leathers,  wood,  cork,  and  shellac;  and  in  the  manufacture  of  ink. 

Salts  of  oxalic  acid  also  find  employment  in  the  tanning  and  other  industries. 

Oxalic  acid  is  of  great  importance  to  many  manufacturers  in  this  countryi 

who  prior  to  Ihe  war  had  to  depend  on  foreign  manufacturers  for  their  suppM   , 

I 

AMOUNT  OF  OXALTC  ACID  CONSUMED  WITHIN  THE  UNITED  STATES. 

Prior  to  the  war  there  was  but  one  manufacturer  of  oxalic  acid  in  the  United 
States,  viz,  the  American  Alkali  &  Acid  Co.,  of  Bradford,  Pa.  We  estimate  that 
their  annual  production  was  in  the  neighborhood  of  2,000,000  pounds.  At  tlie 
same  time  in  the  prewar  years  1912,  1913.  and  1914  there  were  imported  Into 
this  countrj-  approximately  8,000,000  pounds.  (See  Tariff  Information,  serid 
No.  13,  United  States  Tariff  Commission.)  The  total  consumption  of  oxaUc 
acid  in  this  country,  therefore,  in  those  years  is  estimated  at  about  10,000,000 
pounds  annually. 

About  75  per  cent  of  all  the  oxalic  acid  imported  into  t^his  country  was  ot 
(lernian  manufacture,  about  12^  per  cent  was  the  product  of  northern  Norway, 
and  12i  per  cent  the  product  of  the  United  Kingdom. 
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DEVEU>P1[ENT  «F  THE  INDVSTBY   WITHIN  THE  UNITED  STATES. 

Xlie  American  Alkali  &  Acid  Co.  of  Bradforrt,  Pa.,  manufactured  oxalic  add 
otii    sawdust. 

lx\  1916  and  1917,  after  several  years  of  research  work  and  the  erection  of  a 
r^o  plant,  the  Victor  Chemical  Works  began  the  manufacture,  on  a  coni- 
er^-ial  scale  of  oxalic  acid  bj'  the  synthetic  process,  using  carbon  monoxide 
iv%    a.nd  caustic  soda  as  its  principal  raw  materials. 

Tlie'  investment  to  date  of  the  Victor  Chemical  Works  in  its  plant  is  in 
e:ce«s  of  $600,000.  Its  plant  is  designed  to  produce  5,000,000  pounds  i)er  year, 
\\ieli  prodactlon  can  be  increased  by  plant  addition. 

lentil  October,  1020,  the  Victor  Chemical  Works  was  producing  at  the  rate 
r  3.4100,000  pounds  per  year,  but  owing  to  the  effect  on  the  market  of  heavy 
n^Hirtations  offered  to  the  consuming  trade  in  this  country  at  considerably 
fc*U>\v  the  cost  of  manufacture,  the  plant  was  closed  down.  Operations  were 
'snmed  in  May.  1921,  as  a  result  of  the  Emergency  Tariff  Act. 

IWsldes  the  two  American  manufacturers  who  are  still  in  business,  viz:  the 
.nierican  Alkali  &  Acid  Co.  and  the  Victor  Chemical  Works,  the  following  com- 
aiiieH  formerly  manufactured  oxalic  acid  in  this  country:  The  North  Ameri- 
an  Ohemical  Co.,  Milwaukee,  Wis. ;  Essex  Co.,  Lawrence,  Mass. ;  Semmet- 
;olvay  Co.,  Syracuse,  N.  Y. ;  United  States  Industrial  Co.,  New  York,  N.  Y. 

These  four  manufacturers,  however,  finding  themselves  unable  to  compete, 
tYmndoned  the  business  and  dismantled  their  factories. 

FUTURE   PBOSPECTS   OF   THE   INDUSTRY. 

Tliere  are  now  hundreds  of  thousands  of  poimds  of  oxalic  acid  of  foreign 
iianufacture  landed  at  the  customhouses  of  this  country,  awaiting  the  expira- 
ii>»  of  dye  and  chemical  control  on  August  27,  1921.  Unless  this  control  be 
continued,  pending  the  enactment  of  the  new  permanent  tariff,  these  and  other 
arge  quantities  to  arrive  will  be  admitted  subject  only  to  duty  under  the 
['iMlerwood  tariff  law  of  1^  cents  per  pound.  This  influx  of  foreign  oxalic 
11  rid.  due  to  differences  in  manufacturing  costs,  will  certainly  bring  disaster 
to  the  American  oxalic  acid  industry,  and  destroy  the  beneficial  effect  of 
whatever  rates  of  duty  may  finally  be  imposed  by  the  new  permanent  tariff 
hiw. 

If  the  existing  control  lie  contInue<l  until  the  new  permanent  tariff  law  be- 
<omes  a  law  and  that  bill  carries  a  sufficient  rate  of  duty  to  put  the  domestic 
manufacturers  of  oxalic  add  on  a  competitive  basis,  the  present  manufactur- 
ing facilities  of  the  country  would  be  ample  to  supply  all  the  domestic  requlre- 
mentR,  and  it  is  safe  also  to  predict  that  any  increase  in  the  demand  would 
\>e  quickly  met  by  the  extension  of  existing  plant  facilities,  or  by  new  companies 
♦entering  the  field. 

NUMBER   or   EMPLOYEKS    AFUCCTED. 

The  pro<luctlon  of  10,000,000  pt)un<ls  of  oxalV  acid  per  year  requires  about 
A<KH>  men  in  the  diroct  manufacture.  To  these  should  be  added  about  300 
iiK>n*  men,  who  are  employed  in  the  production  of  raw  materials  used  in  the 
niaiuifacture  of  oxalic  acid,  which  in  the  case  of  the  Victor  Chemical  Works 
•ATv  caustic  soda,  sulphuric  a<-id,  lime,  coal,  and  coke,  so  that  the  number  of 
individuals  who  find  employment  in  the  oxalic  acid  industry  and  because  of  it 
njay  be  ctmservatively  stated  as  1,300  men. 

IHJMKHTIC  PBOnUCTIOX  COSTS,  WAOKS,  AND  INFORMATION  RKOARDINO  COSTS  IN  FOREIGN 

COUNTRIES. 

Tbe  actual  cost  of  producing  a  pound  of  oxalic  acid  during  .Tune,  1921,  taken 
frum  the  books  of  tj)e  company,  and  tlie  lust  figures  of  continuous  operation 
available,  show  a  manufacturing  C(»st  of  17  cents  per  pound  of  oxalic  add. 
This  cost  is  made  up  as  follows : 

j-abor cents  per  pound--     0.4 

liaw  materials do  7  0 

J;Vt'.ry ^1„ {  1 

AMn I inist ration,  transportation,  and  sjiles do 2.5 

Total do 17.0 

Iimsuiiich  as  75  per  cent  of  all  the  oxalic  acid  iiui)orted  into  this  country 
^B  luewar  years  came  from  Geriimny  and   it  Is  the  German  product  which 
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will  enter  our  market  agnin,  a  comparison,  therefore,  with  the  co«t  in  <  it- 
is  pertinent. 

The  German  wholesale  price  of  oxalic  acid  in  June,  1021.  was  8|  r«m»   • 
pound  (chemical  marlcets).    After  paying  li  cents  per  pound  duty  nmUr 
present  tarlflf  law  and  one-fourth  cent  per  pound  for  transportatioD  th«»  *•»'•• 
German  oxalic  acid  laid  down  in  this  country  would  he  10  cents  p<*r  :-»  t 
or  about  7  cents  per  pound  less  than  our  present  manufacturing;  coat. 

Our  cost  sheet  shows  that  we  use  raw  materials  to  the  value  of  7    - 
per  pound.    At  least  SO  per  cent  of  the  cost  of  this  material  is  reprenenrnt 
labor,  or  about  2.1  cents  per  pound.     Adding  the  cost  of  direct  labor   r  • 
cents  i)er  pound,  the  total  labor  costs  entering  into  1  pound  of  doiUMtir  •\i: 
acid  approximates  8^  cents  per  pound.     According  to  the  latest  flgures  m\  . 
able,  this  is  ten  times  greater  than  in  Germany.    In  brief,  we  are  payin.* 
7  cents  more  per  pound  for  labor  than  our  German  competitors. 

METHODS  OF  FOBEIGN   COMPETITION. 

German  oxalic  acid  was  sold  In  this  country  during  the  last  few  uHm"** 
1920  at  prices  ranging  from  15  to  19  cents  per  pound,  which  was  so  far  »»-  ■ 
our  cost  of  production  thnt  it  was  impossible  for  us  to  meet  such  pr**-**.  •  < 
it  became  necessary,  therefore,  to  discharge  our  men  and  to  suspend  fti**-^ 
operations.     While  prices  as  low  as  15  cents  per  pound   were  qucrted    .  ■  • 
advices  from  the  United  Kingdom  and  from  Germany  were  that  oxal**-  t   ! 
was  being  sold  In  those  countries  at  the  same  time  equal  to  30  cents  per  i»  ■  -> 
It  is  quite  evident,  therefore,  that  these  goods  were  dumped  on  th«»  ^*r   - 
States  market  probably  to  get  rid  of  surplus  stocks  and  also  to  put  the  An-  r  ■ 
manufacturer  out  of  business. 

Not  having  been  In  the  business  prior  to  1914,  we  did  not  come  in  astk^t  * 
with  such  unfair  and  destructive  business  methods  until  lately :  but  we  rU- 
to  hearings  on  House  bill  4870,  June  10,  11,  1919,  where  the  represeDUtif* 
the  American  Alkali  &  Acid  Co.  testified  that  during  the  years  1909  if*  VX* 
they  had  lost  on  an  average  of  $100,000  per  year  because  of  the  mark«'t  •■^r 
dItiODS  created  by  importation  of  oxalic  acid  of  German  origin. 

We  also  quote  from  an  article  of  A.  Mitchell  Palmer,  former  Alien  Prri|»'"- 
Custodian,  written  in  the  Saturday  Evening  Post  of  July  10,   1919,  whi.. 
refers  to  oxalic  acid,  as  follows : 

'*  In  1901,  when  there  was  none  of  it  produced  in  this  coantry.  It  was  iv  : 
by  the  Germans  at  about  16  cents.  Two  years  later,  when  the  American  Alio. 
&  Acid  Co.  began  producing,  the  price  was  at  once  dropped  to  4.7  centik  a: 
about  which  price  It  remained  for  four  years,  when  the  American  companj  <h  * 
down.  Thereupon,  the  Germans  jumped  the  price  to  9  cents.  When  the  fart  or; 
reopened  the  price  was  lowered  again,  and  in  1908  the  American  company  taUt^' 

The  record  Is  quite  complete  as  to  the  destructve  effect  of  this  foreisn  <*<« 
petition  on  American  manufacturera 

THE  PRESENT  RATE  OF  DT7TT  OF  H  CENTS  PER  POUND  AFFORDS  ONLY  Oin^THlRP  'V 
THE  PROTECTION  NOW  THAT  IT  DID  IN  1913,  WHEN  IT  WAS  ENACTED,  AND  FT  »A.* 
INADEQI7ATE  THEN. 

The  United  States  Tariff  Commission,  in  ''Tariff  Information,  SeH«s  N-l 
18,"  gives  the  approximate  value  of  oxalic  acid  during  the  prewar  yean  191 L 
1912,  1918,  and  1914  at  approximately  5  cents  per  pound,  so  that  a  doty  of  It 
cents  at  that  time  was  equivalent  to  an  ad  valorem  duty  of  90  per  cenL  T<hSit 
our  actual  cost  of  manufacture  Is  approximately  17  cents  per  pound,  and  tS 
lowest  price  at  which  the  product  was  dumped  during  the  months  prceediar 
May,  1921,  on  the  American  market  was  15  cents  per  pound,  and  the  duty  then*  s 
of  li  cents  per  pound,  therefore,  represented  an  ad  valorem  duty  of  oo\j  I-> 
per  cent.  Instead  of  SO  per  cent,  the  duty  fixed  by  the  act  of  191S. 

This  rate  of  duty  afforded  inadequate  protection  at  the  time  its  wms  impn«rc 
and  It  affords  less  protection  now. 

Nothing  less  than  continuance  of  the  existing  license  control  pendit-.:  •'* 
enactment  of  the  new  permanent  tariff  law  can  prevent  the  renewal  of  On  a" 
domination  of  the  American  market  for  oxalic  acid  and  the  destmction  of  '^ 
oxalic-acid  industry  in  this  country. 

Victor  Chemical  Wokks. 
August  Kochs,  Pre$idtnt, 

Fisher  BuUdktff,  Chioapo,  !r. 
W.  Parker  Jones,  Atiormff. 
Union  Trust  BiilMIn^.  Wosh4n^i<m,  P.  f* 
August  8,  3921. 
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I  know  that  Senator  Smoot,  and  probably  the  other  members  of 
le  committee,  are  familiar  with  the  effect  of  German  competition 
I  tlie  manufacture  of  oxalic  acid  in  the  past. 

Senator  Smoot.  We  know  the  history  of  it. 

\Ir.  Jones.  That  being  so,  I  presume  it  would  be  entirely  superflu- 
ity for  me  to  recount  it. 

Senator  3moot.  I  think  you  have  covered  the  whole  question  in 
ivin^  the  cost  to  tjie  committee.  There  is  no  need  of  saying  any- 
ling  more.    The  committee  knows  the  situation  just  as  it  is. 

!Mr.  Jones.  That  being  so,  I  thank  you  for  vour  consideration. 

Senator  Watson.  Do  you  want  to  file  your  orief  ? 

Mr.  Jokes.  If  I  may  have  the*  permission  of  the  committee,  I  have 

prepared  statement  which  I  would  like  to  have  included  in  the 
ecord. 

(The  statement  referred  to  has  already  appeared  in  the  testimony 
f  the  witness.) 

The  Chairman.  The  next  gentleman  to  be  heard  is  Mr.  S.  Iser- 
Qann,  of  Springfield,  N.  J.,  representing  the  Chemical  Co.  of  Amer- 
ca  and  other  manufacturers. 

STATEMENT  OF  MR.  S.  ISERUANN,  SPIUnaFIELD,  N.  J.,  BEFBE- 
SEHTOrO  THE  CHEMICAL  CO.  OF  AMEBICA  AND  OTHEB  MANTJ- 
FACTXTBEBS. 

The  Chairman.  Are  you  in  the  chemical  business,  Mr.  Isermann  ? 

^£r.  Isermann.  Yes,  sir;  I  am. 

The  Chairman.  Wnat  chemicals  does  your  concern  manufacture? 

Mr.  Isermann.  I  represent  here  the  Chemical  Co.  of  America, 
manufacturing  dyestuffs  and  intermediates. 

The  Chairman.  Will  you  submit  your  views  briefly  to  the  com- 
mittee ? 

Mr.  Isermann.  In  the  first  place,  Mr.  Chairman,  I  want  to  state 
that  I  have  a  letter  here  signed  by  65  manufacturers,  which  I  would 
like  to  read  to  you.  I  did  not  think  I  was  going  to  be  called  this 
afternoon,  Mr.  Chairman 

The  Chairman.  All  right ;  if  it  is  not  convenient  at  this  time-; — 

Mr.  Isermann.  Yes ;  it  is  convenient.  I  did  not  know  I  was  going 
to  be  called  at  this  time,  and  for  that  reason  I  am  not  quite  ready ; 
but  I  will  proceed. 

The  letter  to  which  I  refer  is  as  follows : 

The  Chemical  Co.  of  America  (Inc.), 
46  Murray  Street,  New  York,  August  5,  1921. 

Senator  Bones  Penbose, 

Chairman  Senate  Finance  Committee,  Washington,  D.  C. 

Di;ab  Sm:  In  connectlgn  with  the  consideration  of  the  chemical  schedule  of 
the  pending  tariff  biU.  it  has  been  persistently  aUeged  in  the  press  and  by 
fcpeakers  that  there  is  danger  of  creating  a  dye  and  chemical  monopoly  in  this 
country  through  the  aid  of  the  selective-embargo  provisions  of  tlie  bill. 

Nothing,  in  fact,  can  be  further  from  the  truth. 

As  a  smaller  American  manufticturer  of  dyestuff  intermediates,  dyestuffs, 
drugs,  and  coal-tar  aromatics,  I  declare  that  the  only  monopoly  to  fear  in 
the  coal-tar  chemical  industry  is  the  great  German  Eartel,  the  largest  chemical 
•combine  in  the  world,  the  members  of  which  have  contracted  the  pooling  of 
profits  for  a  period  extending  to  the  year  2000,  or  for  79  years  from  date. 

This  monopoly  is  a  threat  and  menace  to  our  organic  chemical  industry  be- 
<GiiU8e  of  the  long-developed  sklU  and  abnormally  low  costs  of  production  due 
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to  cheap  raw  material  and  labor.  It  must  not  be  forgotten  that  the  ratv  ■. 
terials  required  by  that  industry  in  Germany  are  all  or  practically  all  <>i^  • 
able  within  the  German  borders,  and  on  account  of  the  small  waKes*  a 
depreciated  currency  no  tariff  rates  which  would  serve  to  protect  other  A:  - 
can  industries  will  adequately  protect  the  coal-tar  industry  for  several  >•.- 
to  come  from  the  destructive  competition  of  the  combined  forces  of  the  iWr^. 
chemical  manufacturers. 

Since  the  war  deprived  Germany  of  control  of  the  American  market,  we  ^J■■ 
been  and  are  still  manufacturing  dyestuflfs  and  other  coal-tar  chemiraU  -i 
smaller  and  larger  manufacturers  together  have  been  instrumental  In  bnH" :. 
up  a  self-containefl  coal-tar  chemical  industry  in  the  United  States  8io«'*  " 
during  the  war.    We  have  no  fear  that  the  two  or  three  larger  Ameriran  '« 
cerns  can  or  will  destroy  our  business. 

The  report  of  the  United  States  Tariff  Commission,  released  to  the  pr- 
.Tuly  11  last,  completely  disproves  the  existence  of  a  monopoly  In  the  o«  *  • 
chemical  Industry  in  the  United  States.    It  says : 

"  The  total  number  of  firms  engaged  in  the  production  of  coal-tar  pn»i-. ' 
in  1920  was  213,  while  those  companies  engaged  in  the  manufacture  of 
alone  numbered  82." 

The  signatures  hereto  attached  of  the  Independent  and  competing  cow>~ 
is  self-supporting  evidence  of  the  statement  made  by  the  Tariff  Commi^w  • 
These  concerns  whose  signatures  are  affixed  are  wholly  independent  and  v«  * 
large  an  extent  competitors  that  the  accusation  that  there  Is  a  cheinlcBl  :■ 
nopoly  is  utterly  absurd.    This  accusation  is  made  mostly  by  importers  f<r  •  ■ 
purpose  of  misleading  and  confusing  the  issue. 

As  a  representative  smaller  nianufacturer,  I  state  emphatieallj'  that  'Jt^- 
we  are  entirely  safeguarded  from  the  German  monopoly  by  an  eniharso  ••'• 
vision  for  a  limited  number  of  years  against  foreign  cml-tar  chemicals  ttut  • 
are  successfully  making  here,  we  will  be  forced  to  close  our  doors  and  tliari^.-' 
production. 

The  Tariff  Commission  reports  that  Germany  has  already  regained  the  "•" 
I)etitive  markets  of  the  world.  Our  exports  for  April  and  May,  1921,  b»  a»iJ^' 
those  of  the  corresponding  mouths  of  1020,  have  dropped  by  more  than  ><i ;»' 
cent,  and  if  the  American  market  becomes  only  temporarily  competitive  "r-* 
many  will  absorb  it  completely  and  a  foreign  monopoly  will  be  our  only  i*'-*- 
of  coal-tar  chemicals. 

Great  Britain,  France,  and  Italy  have  already  closecl  their  markets  to  fm^r 
dyes  and  coal-tar  chemicals  by  similar  methods  to  those  which  are  win*' 
the  interests  of  the  American  industry.  Great  Britain,  France,  and  Italy  hi'- 
closed  their  markets  to  our  coal-tar  dyes  and  other  organic  chemicals  e\^* 
by  special  permit.  Why,  then,  should  we  by  failure  to  adopt  similar  iDrth»'* 
destroy  that  which  it  has  taken  us  several  years  to  build  up? 

Attached  hereto  is  a  list  of  coal-tar  chemical  manufacturers  IndepMidMt  • 
the  two  or  three  larger  concerns.  These  manitfacturers,  after  two  year*  • ' 
serious  thought  and  consideration,  have  come  to  the  conclusion  that  only  a'^ 
quate  protective  measures  of  the  type  suggested  will  keep  the  Industry  In  **" 
United  States ;  therefore  it  Is  up  to  Con  cress  to  decide  whether  It  want*  '  - 
industry  to  continue  here  or  not. 
Yours,  very  truly, 

The  Chemical  Co.  of  Aiiesica  n>r 
S.  ISERMANN,  president. 

I  want  to  say  this,  Mr.  Chairman,  that  we  have  65  signatuirs  • 
this  letter.  I  do  not  suppose  you  want  me  to  take  up  the  time  Ui  n  - 
that  list  of  names.  They  come  from  every  State  ami  they  an?  •" 
actly  what  is  stated  in  the  letter — manufacturers  of  all  sorte  of  '^^^ 
tar  cliemicals  in  addition  to  dyes. 

Senator  McCitmber.  They  may  be  inserted  In  the  record. 

(The  list  of  names  referred  to  is  as  follows:) 

Beaver  Chemical  Co.,  Walter  Reiiiicke.  mannfactnn^i^s  of  d.>e>tuff.«  ttD4  i-* 
ojediates,  106  Wall  Street,  New  York  Citj\     (Factor>,  Pamawiis.  Va.i 

Texdel  Chemical  Co.,  S.  Daniel  Fi.Kher,  manufacturers  of  dyestnlTs  Hi*  W. 
Street,  New  York  City.     (Factory.  Jersey  City.) 

Commonwealth  Chemical  C<^rporatlon,  A.  H.  Ma.vland,  ninnufacnmT*  ''f  :• " 
fumery  materials,  flavors,  drugs,  and  camphor  substitute,  15  Piirk  H*i«.  ^** 
York  City.     (Factory,  Newark.  N.  Y.) 
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Reliance  Aniline  &  Chemical  Co,,  Herbert  J.  Fessler.  manufacturers  of  dye- 
uffs.  15  William  Street,  New  York  City.     (Factory,  Poughkeepsle,  N.  Y. 
Atlas  Color  Works,  Philip  W.  Zobel;  E.  B.  Landolt,  secretary,  manufacturers 
'  dyestnffs,  417  Hamilton  Avenue,  Brooklyn,  N.  Y. 

Debrook  Co.,  David  Brooks,  jr.,  manufacturers  of  dyestuffs  and  intermediates, 
L05  Metropolitan  Avenue,  Brooklyn,  N.  Y. 

Dieks-r>avid  Co.,  C.  Christian,  manufacturers  of  dyestuffs,  10-21  North  Moore 
Lreet,  New  York  City.     (Factory,  Chicago  Heights,  111.) 
Tower   Manufacturing  Co.,  D.  H.  Jonas,  nmnufactnrei-s  of  dyestuffs,  inter- 
lediates,"  and  drugs,  552  Pearl  Street,  New  York  City.     (Factory,  Newark, 
.J.) 

Grasselli  Chemical  Co..  Roger  Wallach,  manufacturers  of  dyestuffs  and  inter- 
lediates,  117  Hudson  Street,  New  York  City.  (Factories,  New  York  and  New 
ersey.) 
Rhodia  Chemical  Co.,  A.  C.  Robertson,  manufacturers  of  photographic  ma- 
»rlals,  drugs,  chemicals,  and  flavorings,  89  Fulton  Street,  New  York  City. 
Factory.  New  Brunswick,  N.  J.) 
Sherwin-Williams  Co.,  A.  W.  Steudel,  manufacturers  of  dyestuffs  and  paints, 
15  Broadway,  New  York  City.     (Factories,  Cleveland  and  Chicago.) 

Butterwortii-Judson  Corporation,  F.  B.  Signer,  manufacturers  intermediates 
ind  dyes,  61  Broadway,  New  York  City.     (Factory,  Newark,  N.  J.) 

Hooker  Electro  Chemical  Co.,  S.  A.  Ward,  manufacturers  intermediates  and 
lyes,  25  Pine  Street,  New  York  City.     (Factory,  Echota,  N.  Y.) 

Ziii5?ser  &  Co.  (Inc.),  F.  Z.  Zinsser,  manufacturers  of  photographic  chemicals, 
lyestoffs,  and  intermediates,  Hastings-on-Hudson,  N.  Y. 

Condensite  Co.  of  America.  K.  Brown,  manufacturers  of  synthetic  resins, 
Bloomfield,  N.  J.     (Factory,  Wyandotte,  Mich.) 

GaskiU  Chemical  Corporation,  Robert  Merrihew,  manufacturers  of  fur  dyes 
and  intermediates,  157  Spencer  Street,  Brooklyn,  N.  Y. 

American  Nitration  Co.,  A.  Weeks,  manufacturers  of  intermt^diates,  River 
Road,  Nutley,  N.  J. 

The  Wilbur  White  Chemical  Co.,  W.  E.  Bridgenuin,  manufacturers  of  inter- 
mecliates  and  fur  dyes,  Oswego,  N.  Y. 

Atlantic  Dyestuff  Co.,  Albert  C.  Burrage.  mnnufncturers  of  intermedaites  and 
dyestuffs,  88  Ames  Building,  Boston,  ^Inss.  (Factories,  Burrage,  IMa.'^s.,  and 
Portsmouth,  N.  H.) 

United  States  Color  &  Chemical  Co.,  John  O'Day,  manufacturers  of  dyestuffs 
and  intermediates,  93  Broad  Street,  Boston,  Mass.     (Factory,  Ashland,  Mass.) 
Independent  Coal  Tar  Co.,  N.  M.  Caton,  manufacturers  of  dyestuffs  and  inter- 
mediates, 26  Broad  Street,  Boston,  Mass.     (Factory,  Taunton.  Mass.) 

Essex  Aniline  Works  (Inc.),  N.  W.  Hyde,  manufacturers  of  dyestuffs  and  in- 
tt^rmetllates,  88  Broad  Street,  Boston,  Mass.    (Factory,  South  Middleton,  Mass.) 
Hub  Dyes  Stuff  &  Chemical  Co.,  Richard  Baybutt,  manufacturers  of  dye- 
stuffvS,  595  East  Seventh  Street,  South  Boston,  Mass. 

Newport  Chemical  Works  (Inc.),  J.  F.  Blackie,  manufacturers  of  dyestuffs 
and  intermediates,  First  Wisconsin  National  Bank.  (Factory,  Milwaukee, 
Wis,,  Passaic,  N.  J.). 

Transatlantic  Chemical  Corporation,  E.'  B.  Clary,  manufacturers  of  inter- 
mediates. Linden,  N.  J. 

Trlco  Chemical  Co.,  R.  J.  Watters,  manufacturers  of  dyes,  502  Iroquois  Build- 
ing, Buffalo,  N.  Y. 

Connecticut  Metal  &  Manufacturers  of  Dye  Chemical  Co.,  William  T.  Row- 
land, president,  manufacturers  of  dyestuffs  and  intermediates,  New  Britain, 
Conn.    (Factory,  East  Berlin,  Conn.) 

Standard  Chemical  Co.,  M.  Szamatolski,  president,  manufacturers  of  syn- 
thetic  chemicals  and  drugs.     (Factory,  Bayonne,  N.  J.) 

Antoine  Chin's  Co.,  B.  T.  Bush,  president,  manufacturers  of  synthetic,  aro- 
matic chemical,  drugs,  and  solvents.     (Factory,  Dela wanna,  N.  J.) 

^icKesson  &  Bobbins  (Inc.).  Donald  McKesson,  secretary,  manufacturers  of 
(IruRs.     (Factory,  New  York  City.) 

Redlant  Dye  &  Color  Works,  John  Michel,  manufacturers  of  dyes  ahd  in- 
termediates, Brooklyn,  N.  Y. 

Peerless  Color  Co.,  R.  W.  Cornelison,  manufacturers  of  dyes  and  inter- 
mediates. Bound  Brook,  N.  J. 

American  Vat  Color  Co.,  M.  LaPorte,  president,  manufacturers  of  vat  colors, 
^'hicago,  111. 
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Beaver  Manufacturing  Co.,  Phillip  R.  French,  treasurer,  manufacturrry 
dyestuffs,  Bellard  Vale,  Mass. 

Rarltan   Aniline  Works,  A.   B.   Hamby,  manager,   manufacturerB  of  i.--- 
mediates,  New  Brunswick,  N.  J. 

Noil  Chemical  &  Color  Works,  Frederick  E.  Grant,  vice  president,  m^: 
facturers  of  dyestuffs,  New  York  City. 

International  Consolidated  Chemical  Corporation,  E.  L.  Kincaid,  nuibi.'.. 
turers  of  drugs  and  intermediates,  11  East  Thirty-sixth  Street,  New  York  •'' 
(Factory,  Long  Island  City,  N.  Y.) 

John  Campbell  &  Co.,  George  H.  Whaley,  manufastrers  of  dyestaflDs  and  id*-' 
mediates,  75  Hudson  Street,  New  York  City.     ( Factory,  Newark,  N.  J. ) 

Amalgamated  Dye.stuff  &  Chemical  Worlcs  (Inc.),  George  H.  Wbaley.  m.. 
facturers  of  dyestuffs  and  intermediates,  75  Hudson  Street,  New  York  «'  ■ 
(Factory,  Newark,  N.  J.) 

The  Republic  Color  &  Chemical  Works.  George  H.  Whaley,  manufactmvr* 
intermediates,  75  Hudson  Street,  New  York  City.     (Factory,  Reading,  Pa.i 

British  American  Chemical  Corporation  of  New  Jersey,  E.  R.  Woffiier.  n^' 
facturers  of  drugs,  flavoring,  and  intermediates,  109  Beekman  Street,  Ne«  Y-'i 
City.     (Factory,  Ridgefield  Park,  N.  J.) 

Van  Dyk  &  Co.,  M.  Isermann,  manufacturers  of  perfume  material,  flaTor.u 
and  drugs,  4  Piatt  Street,  New  York  City.    (Factory,  Jersey  City,  N.  J.) 

Ultro  Chemcal  Corporation,  E.  A.  Staber,  manufacturers  of  intermediut**?^ .  . 
lakes,  41  Union  Square,  New  York  City.    (Factory,  Brooklyn,  N.  Y.) 

Heller  &  Merz,  William  Robertson,  manufacturers  of  dy*»stuffs.  intenueiiii  **^ 
and  lakes,  338  Wilson  Avenue,  Newark,  N.  J.    (Factory,  Newark,  N.  J.) 

Elizabeth  Dye  &  Chemical  Corporation,  James  W.  Roper,  manufactun-r*  ' 
dyestuffs,  Elizabeth,  N.  J. 

Dye  Products  &  Chemical  Co.   (Inc.),  Clarence  K.  Simon,  manufactnrvix 
dyestuffs  and  intermediates,  200  Fifth  Avenue,  New  York  City.      (Ftt<-o.-: 
Newark,  N.  J.) 

The  Seydel  Manufacturing  Co.,  H.  Seydel,  manufacturers  of  dyes,  flavoring.  ^  . 
perfume  material,  78-100  Forest  Street,  Jersey  City,  N.  J. 

May  Chemincal  Works,  Dr.  O.  B.  May,  manufacturers  of  dyestuflis,  204  Nrtr-* 
Street,  Newark,  N.  J. 

Althouse  Clienrcal  Co.,  Scott  Althouse,  manufacturers  of  dyestnlb,  510  Pn- 
Street,  Reading,  Pa. 

Holland  Aniline  Co.,  M.  Mape,  manufacturers  of  dyestuffs,  Hollaiid.  MJctu 

Marietta  Refining  Co.,  G.  E.  Hayward,  manufacturers  of  dyestuffs  and  in'-- 
mediates,  Marietta,  Ohio. 

Arista  Chemical  Co.  (Inc.),  E.  Tucker,  manufacturers  of  dyestufUs,  305  Bp»' 
way.  New  York  City,    (Factory,  Brooklyn,  N.  Y.) 

Croton  Color  &  Chemical  Co.   (Inc.),  Edward  C,  Vollmer,  manafarciin»r«   ' 
dyestuffs  and  Interraediatjes,  293  Broadway,  New  York  City.     (Factory.  <>'■• 
on-Hudson,  N.  Y.) 

Pharma  Chemical  Corporation,  Albert  J.  Farmer,  manufacturers  of  dyp*-^« 
and  intermediates,  223  Broadway,  New  York  City.     (Factory,  BaynoDP.  N  ■* 

Florasynth  Laboratories  (Inc.),  Charles  Senior,  president,  manuftirtnn»r»  • 
synthetic,  aromatic,  chemicals,  drugs,  and  solvents,  New  York  City. 

Synthetical  Laboratories,  Nicholas  D.  Cheronls,  manufacturers  of  «yi»tbr' 
organic  chemicals,  Chicago,  111. 

Agawam  Chemical  Works,  Fred  T.  Campbell,  president,  manufacturers  "f  •*'- 
stuffs  and  Intermediates,  Providence,  R.  I. 

Interstate  Products  Corporation,  Herbert  E.  Stone,  president,  iiiaiinf«r»tr>^' 
of  intermediates,  Bristol,  Tenn. 

T.,  M.  &  G.  Chemical  Co.,  William  B.  Whltmore,  president,  manuflirturHT^ 
intermediates,  and  dyes,  Belleville,  N.  J. 

American  Aniline  Products  (Inc),  manufacturers  of  dyestaffs  and  tntfr>- 
dlates  Lockhaven  Pa. 

Nltro  Products  Corporation,  R.  S.  Blcknell,  manufacturers  of  lnt«w«»H«'^ 

Nltro.  W.  Va. 
Southern  Dyestuffs  Co.,  C.  L.  Ma.sters,  manufacturers  of  dyestnflii  an«l  Ir'*' 

mediates*  Nltro  yv*  Va. 
Uniform  Chemical  Co.,  dyes  and  intermediates.  New  York. 
Calem  Chemical  Co.,  dyes.  Intermediates,  and  drugs.  Bound  Brook,  N.  J 
Coopers  Creek  Chemical  Co.,  intermediates  and  crudes.  Conshohocken.  P» 

Senator  McLean.  What  percentage  of  them  are  dye  mmnuf»«- 
turers? 
Mr.  IsERMANK.  We  manufacture  dyestuflfs. 
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Senator  McLean.  I  thought  you  were  a  chemist. 
Mr.  IsERMANX.  I  am  a  chemist. 

Senator  McLean.  I  thought  you  were  a  manufacturer  of  chemical 
roducts  for  medicinal  purposes. 

^Ir.  IsERMANN.  Yes.  I  want  to  say  to  you,  Senator,  that  I  was, 
efore  the  war,  manufacturing  a  line  of  perfume  materials,  synthetic 
romatic  chemicals,  and  used  to  import  my  intermediates  from  Ger- 
aany.  To  establish  a  connection  between  that  line  and  the  dyestuffs, 
will  say  that  all  coal-tar  chemicals  are  closely  connected,  and  the 
ame  raw  materials  which  are  used  for  the  manufacture  of  dves  are 
ised  in  the  manufacture  of  these  other  things.  All  products  that  are 
ised  for  the  manufacture  of  coal-tar  perfume  materials  are  used  for 
lyes,  medicines,  photographic  chemicals,  tanning  materials,  and  so 
)n.  As  a  matter  of  fact,  I  heard  a  gentleman  say  a  few  minutes  ago 
lere  that  poisonous  gases  are  not  connected  with  coal-tar  chemicals. 
I  want  to  establish  a  connection  even  with  perfumes,  if  you  please. 
Benzyl  chloride,  for  instance,  was  not  made  in  this  country  before 
the  war,  and  when  we  got  into  the  war  my  company  was  the  only  com- 
pany in  existence  that  was  able  to  supply  to  the  War  Department 
benzyl  chloride  for  training  the  boys  in  the  camps.  My  benzyl 
chloride  was  shipped  abroad  even — imagine  out  of  a  perfimie  plant, 
if  you  please,  where  it  was  made  in  small  bottles.  You  take  benzyl 
chloride  and  make  benzyl  cyanide;  and  from  that  is  made  a  tear  gas, 
and  from  that  same  product  we  make  a  perfume  of  roses  and  other 
plant  products.  It  shows  you  that  there  is  a  connection  even  between 
perfume  chemistry  and  poison  gas.  How  anyone  could  get  up  here 
and  state  that  the  coal-tar  chemical  industry  is  not  connected  with 
poison  ^as  I  can  not  understand.  I  have  a  little  statement  that  I 
would  like  to  read  and  explain  as  I  go  on. 
Senator  Watson.  Where  is  your  plant  ? 
Mr.  IfiERMANN.  Springfield,  N.  J. 
Senator  Watson.  You  have  but  one  plant  ? 

Mr.  IsERMANN.  I  will  tell  you  that  before  the  war  I  manufactured 
synthetic  perfume  materials,  a  few  made  from  coal  tar;  that  is,  I 
manufactured  perfume  materials  and  used  to  buy  my  intermediates 
from  Grermany.    During  the  war  we  had  to  build  a  plant  to  manu- 
facture intermediates,  but  that  was  before  we  got  into  the  war.    The 
plant  is  in  Jersey  City. 
Senator  Watson.  Did  you  make  your  own  intermediates? 
Mr.  Iskbmann.  I  make  my  intermediates  there  now. 
Senator  La  Fouuette.  What  did  you  manufacture  in  that  plant  ? 
Mr.  IsERMANN.  In  Jersey  City  ? 
Senator  La  Follette.  Yes. 
Mr.  IsERMANN.  You  mean,  during  the  war? 
Senator  La  Follette.  Yes. 

Mr.  Isermann.  We  made,  for  instance,  a  product  known  as  benzyl- 
benzoate,  which  is  a  perfume  solvent.  During  the  war  it  developed 
that  that  product  was  the  best  solvent  or  high-boiling  compound  in 
the  waterproofing  and  fireproofing  of  aeroplane  wings.  We  were 
the  ony  manufacturers  at  that  time.  Mind  you,  a  perfume  plant,  a 
plant  making  perfume  materials,  was  the  only  plant  in  the  United 
States  that  was  able  to  supply  that  material,  benzyl-benzoate  and 
benzyl-acetate — and  both  are  perfume  materials  and  used  for  areo- 
plane  manufacture. 

eoTia— 21— PT 10 6 
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During  the  war  Dr.  Macht  of  Johns  Hopkins  University  f  •:: 
that  benzyl-benzoate  was  a  wonderful  nonpoisonous  substitute  :  - 
opium,  and  this  durg  to-day  is  one  of  the  most  important  drugs  t"  . 
is  being  used  in  the  tJ nited  States. 

Senator  Watson.  For  what? 

Mr.  IsERMANN.  In  place  of  morphia  and  in  place  of  opium ;  ami  t 
being  used  to  a  much  greater  extent  than  any  durg  Uiat  ever  t*i' 
over  from  Germany. 

I  would  like  to  make  a  statement,  if  you  gentlemen  will  allov  r. 
for  just  a  few  minutes.    I  thought  that  I  aid  not  want  to  take  . 
your  time  by  saying  too  much  on  dyestuffs,  although,  if  you  want  • 
to  tell  you  the  kind  that  I  manufacture  I  am  ready  to  tell  you  ! 
about  it. 

Senator  Watsox.  I  think  the  Senator  asked  you  that  question. 

Mr.  IsERMANN.  We  specialize  in  acid  colors;  that  is,  the  Chem!-. 
Co.  of  America,  in  Springfield,  N.  J.  We  make  a  line  of  acid  co;.*^ 
the  finer  tjme  of  colors  used  for  dying  wool  and  silk. 

Senator  La  Follettb.  When  did  you  establish  that  business  i 

Mr.  Isermann.  In  1915  we  started  in  to  make  picric  acid  for  "■ 
French  Government ;  that  is,  around  the  middle  of  1915.  We  u«*^'  « 
process  that  was  not  used  in  this  country.  We  used  the  anil.r- 
process  for  making  picric  acid,  and  we  were  the  only  plant  that  »i- 
that  process.  In  that  way  we  got  into  the  aniline  (lye  busine<3s.  i' 
the  manufacture  of  dyestuff  intermediates  we  made  a  most  var* 
line,  although  we  were  a  very  small  concern. 

Senator  La  Follette.  How  many  plants  did  you  have  prior  to  v 
beginning  of  the  European  war  in  1914? 

Mr.  Isermann.  I  only  manufactured,  as  I  stated,  these  i>erf  r 
materials. 

Senator  La  Follette.  How  many  did  you  have  at  the  time  thf  »  * 
closed  on  November  11, 1918?    How  many  additional  plants  did  v 
have? 

Mr.  Isermann.  Two  plants. 

Senator  La  Follette.  Two  additional  plants? 

Mr.  Isermann.  Only  one  additional  plant;  one  manufactunn*!  i^' 
fume  material  and  the  other  plant  making  dyes,  two  separate  r*.: 
panies.  I  am  running  both  of  them.  I  am  the  chemist  f«r  v 
plants.  I  am  president  of  one  and  the  secretarv  and  treasurer  for  i^ 
other  company.  One  company  is  a  very  small  company,  becaus*  t*^ 
perfume  business  is  not  a  very  large  business  but  it  is  important.  I 
is  a  highly  specialized  business,  and  it  is  possibly  the  most  intrii* 
chemical  buiness  in  the  world. 

Senator  La  Foij.ette.  You  are  speaking  of  your  original  plant' 

Mr.  Isermann.  Yes,  sir. 

Senator  La  Follette.  The  plant  that  you  developed  during  ^  • 
war  was  much  more  important? 

Mr.  Isermann.  It  is  a  larger  plant 

Senator  La  Folt^btte.  Larger  in  what  sense? 

Mr.  Isermann.  Larger  and  of  greater  importance  to  the  wflfir* 
of  the  Nation,  if  that  is  what  you  are  trying  to  get  at.  Senator:  I  * 
the  industry  must  be  considered  as  a  whole. 

I  want  to  say  that  the  witnesses  called  by  your  committee  up  • 
now  have  discussed  the  question  of  a  coal-6ir  chemical  iodttsr 

{principally  from  the  viewpoint  of  the  manufacturer  of  dyort«'- 
t  seems  to  me  that  very  important  items  belonging  to  the  ooalt^' 
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"oup  ha^e  not  been  seriously  enough  considered  by  your  committee. 
L  view  of  this  I  feel  that  I  will  take  up  a  few  moments  of  your 
tne  to  discuss  with  you  most  intimately  the  matters  of  other  coal- 
r  chemicals  which  are  not  directly  connected  with  the  dyestuff  line. 
The  Tariff  Commission  in  its  1920  report,  on  page  11,  in  describing 
le  coal-tar  industry,  speaks  of  dyes  and  other  finished  products. 
1  explaining  it  says  tnat  the  term  of  "other  finished  products" 
ichides  colored  lakes,  photographic  chemicals,  medicinals,  flavors, 
[»rfume  materials,  synthetic  resins,  and  synthetic  tannning  mate- 
a  Is.  This  list  includes  practically  all  of  the  coal-tar  products 
hicli  might  be  called  finished  materials  which  are  now  being  suc- 
?ssf ully  manufactured  in  the  United  States. 

It  strikes  me  that  the  -  manufacturers  of  medicinals,  who  have 
lade  such  wonderful  strides  in  the  United  States  since  the  war, 
"ould  be  placed  in  a  most  serious  situation  imless  adequate  protec- 
ion  is  given  to  that  industry,  and  I  would  call  it  almost  a  calamity 
J  the  coimtry  if  this  most  important  branch  of  the  organic  chemical 
ndustry  is  destroyed. 

I  want  to  emphasize  here  that  the  gentleman  who  spoke  before 
ae :  that  is,  Dr.  Du  Bois,  of  the  Monsanto  Co.,  represents  the  only 
ompany  in  the  United  States  making  medicinal  products  before  th<i 
rar.  They  were  assemblers  of  German  raw  materials,  just  the  same 
IS  we  were  assemblers  of  German  materials  in  the  line  of  synthetic 
)erfumes. 

Senator  Smoot.  You  all  took  the  same  position  before  the  war. 
i^ou  did  not  want  any  manufacturer  of  intermediates  here. 

Mr.  IsERMANx.  I  do  not  believe  we  could  have,  then. 

Senator  Smoot.  You  would  not  let  us  try. 

Senator  Watson.  Try  what? 

Senator  Smoot.  Try  to  manufacture  intermediates  and  dyes  in 
this  country.  We  put  it  in  the  Senate,  but  the  House  would  not 
stand  for  it.  There  was  not  a  manufacturer  in  the  United  States 
but  what  was  upon  our  backs  and  would  not  stand  for  it  at  all. 
They  wanted  free  intermediates,  so  as  to  get  the  intermediates  and 
mix  the  dyes  and  have  nothing  to  do  with  it  except  to  mix  them. 

Mr.  IsERMANN.  I  was  not  in  the  business  then,  Senator. 

Senator  La  Follette.  If  you  had  been  you  would  have  been  here, 
probably. 

Mr.  IsEBMANN.  I  suppose  I  would,  Senator. 

Senator  Watson.  I  nave  no  doubt  about  it. 

Mr.  IsERMANN.  I,  for  one,  feel  that  the  production  of  synthetic 
drugs  is  of  much  greater  importance  than  the  production  of  dye- 
stuffs  or  the  production  of  any  other  coal-tar  chemical  previously 
mentioned,  because  on  the  development  of  the  coal-tar  drugs  depends 
the  health  of  our  Nation,  and  if  it  were  not  for  the  manufacturers 
of  drugs  the  health  of  the  Nation  during  the  war  would  have  been 
most  seriously  impaired.  It  must  be  understood,  however,  that  in 
^considering  am^  part  of  the  coal-tar  chemical  industry  due  con- 
sideration must  be  given  to  the  dyestuff  industry*  for  the  reason 
that  unless  there  is  a  ccjmplete  dyestuff  industry  in  this  country  none 
of  the  other  mentioned  industries  would  have  a  chance  or  an  ex- 
cuse for  existence,  because  without  a  fully  developed  dyestuff  in- 
dustry none  of  the  other  industries  could  exist. 

Senator  Watson.  Did  you  make  any  synthetic  chemicals  at  all 
tluringthe  war? 
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Mr.  IsERMANN.  I  made  certain  perfume  materials.    The  Modsait. 
Co. — ^I  do  not  want  to  speak  for  that  company,  but  I  know  pn-tT- 
nearly  everything  that  is  going  on  in  that  line;  I  am  a  jack-of-a.. 
trades — they  used  to  make  intermediates 

Senator  Watson.  Were  there  no  sjmthetic  drugs  made  before  t-. 
war  in  the  United  States? 

Mr.  IsERMANN.  Phenolphthalein  was  made,  and  saccharia.  wh;  : 
is  more  of  a  flavor  than  a  drug;  but  it  is  also  a  drug  used  for  «i.i 
betes ;  also  acetphenetidine  was  made  here.  They  did  not  need  mu  ■ 
of  a  plant.  They  bought  out  a  match  factory.  I  do  not  want  tc>  *• 
discussing  other  people's  business,  but  they  l>ought  out  a  match  f  • 
tory  in  St.  Louis.    It  was  the  cheapest  place  they  could  get. 

Senator  Watson.  The  synthetic  drugs  that  are  now  being  nu4k  .: 
the  United  States  grew  out  of  the  dye  industry! 

Mr.  IsERMANN.  Yes,  sir;  absolutely;  because  without  the  dye  .'. 
dustry  these  industries  could  not  exist  in  this  country,  because  iIk- 
would  have  to  import  the  intermediates  from  Germany  or  fr  - 
some  other  foreign  country  that  would  make  them. 

The  crudes  and  intermediate  products  used  for  one  imlustrv  i-- 
part  and  parcel  of  the  other  industries;  the  so-called  dye  inu- 
mediates  are  just  as  useful  and  necessary  for  the  productioD  f 
medicinals,  flavors,  and  photographic  chemicals,  and  so  on,  as  tijr'' 
are  for  the  actual  creation  and  production  of  the  different  colors  ••' 
dyes. 

Gentlemen,  I  want  to  say  a  few  words  regarding  that  I  have  Irr! 
listening  here  for  quite  a  few  days,  and  there  seems  to  be  an  ic 
pression  created  that  Germany  sold  things  awfully  cheap  and  tbt 
the  Americans  charged  big  prices.  I  want  to  say  a  word  reganiicr 
that  impression. 

The  question  of  difference  in  cost  of  production  and  prices  charp< 
previous  to  the  war  and  now  on  some  of  the  coal-tar  chemicals  briii3 
to  mjr  mind  the  fact  as  to  whether  your  committee  feels  that  t^ 
American  prices  charj^d  now  are  rather  high  and  that  the  foiviir: 
prices  or  (jerman  prices  were  always  low  or  reasonable.  Id  vir« 
of  this  discussion  I  want  to  point  out  to  you  that  the  opposite  w 
usually  the  case ;  that  the  German  manufacturer  when  he  had  a  rbac> 
always  took  advantage  of  charging  the  foreign  consumer  high  pri'^ 
This  is  especially  true  in  the  case  of  drugs. 

The  drug  phenacetine,  which  was  first  introduced  during  the  ini 
enza  epidemic  of  1891  by  Bayer  &  Co.,  large  dyestuff  manufactnrprs. 
was  sold  at  wholesale  to  druggists  at  $1  per  ounce  or  $16  per  pound  s 
the  United  States  of  America.  The  price  was  kept  up  for  appror 
mately  17  years,  which  is  the  life  of  the  patent.  During  the  mor 
time  the  price  in  Germany  by  the  original  makers  (Bayer  i  C" 
was  less  tnan  $2  per  pound  and  $4  per  pound  in  Great  Britain  ar* 
Canada.  As  a  matter  of  fact,  the  customhouse  entries  at  New  Yi-rt 
would  show  phenacetine  was  entered  at  about  $1.92  per  pound  »ci 
sold  at  wholesale  at  $16  per  pound.  Imagine,  then,  a  product  m^y 
by  the  selfsame  manufacturer  sold  at  $2  a  nound  or  tnereabwit*  ^ 
Germany  and  $4  a  pound  in  England  and  Oanada  and  $16  a  poor. : 
in  the  United  States  of  America.  If  this  can  be  called  selluur  ^ 
reasonable  prices  I  would  like  to  know  what  one  would  <^» 
profiteering. 

A  personal  touch  to  the  story  might  lend  additional  color.   On  ^^ 
about  1898  I  got  an  idea  that  1  would  import  phenacetine  from  Gtr- 
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any,  which  I  did.  The  product  was  bought  through  a  brokerage 
rm  from  the  original  makers  and  was  brought  into  this  country, 
It  no^  sooner  was  it  landed  here  when  I  was  promptly  stopped  from 
sposing  of  it  by  the  Bayer  Co.  The  reason  given  was  that  I  had 
D  rig^ht  to  sell  this  product  in  the  United  States  because  the  name  was 
^*ristered  here  and  only  the  original  makers  or  their  agents  had  a 
grht  to  handle  the  product.  My  argument  that  I  had  bought  the 
roduct  from  the  original  makers  was  of  no  avail  and  I  promptly  had 
>  orive  up  the  idea  of  handling  or  disposing  of  the  phenacetine. 
As  a  matter  of  fact,  I  lost  money  on  it  because  I  sold  it  to  the  origi- 
al  makers. 

1  next  tried  to  import  the  same  German  Bayer  phenacetine  from 
lanada,  for  which  I  paid  $4  per  pound.  My  experience  in  this  case 
ras  the  same  as  when  I  got  it  from  Germany  direct,  with  the  one  ex- 
eption  that  the  German  agents  here,  through  their  attorneys,  ac- 
used  me  of  smuggling  the  product  from  Canada,  and  upon  showing 
ostomhouse  receipts  that  I  had  bought  it  and  paid  the  duty  on  my 
mrchase  price,  which  was  $4  per  pound,  I  was  promptly  served  with 
m  injunction  which  prevented  me  from  disposmg  of  the  product  to 
myone  but  the  original  owners  here. 

1  believe  that  this  will  give  you  some  idea  of  the  methods  used  by 
he  (.Terman  manufacturers  of  coal-tar  chemicals  previous  to  the  war, 
md  you  must  bear  in  mind  that  most  of  the  medicinal  products  were 
created,  produced,  and  sold  by  the  dyestuff  manufacturers  of  Ger- 
many- 
Senator  Watson.  They  actually  got  out  an  injunction  against  you  ? 
Mr.  IsERKANN.  Yes,  sir. 

Senator  Smoot.  i  have  heard  this  story  in  connection  with  every 
tariff  bill  we  have  had  up  since  I  have  been  in  the  Senate.  Is  there 
any  other  article  with  reference  to  which  Germany  has  treated  the 
American  purchaser  in  the  same  way? 

Mr.  IsERMANN.  Every  drug.  Senator  Smoot,  that  the  German  manu- 
facturers turned  out  in  Germany  previous  to  the  war,  the  aveitige 
price  was  always  between  $16  and  $26  a  pound,  excepting  aspirin, 
which  was  the  cheapest  thing  they  produced. 

Senator  Smoot.  No  ;  I  mean  as  to  selling  in  Canada  and  England 
less  than  in  America.  I  would  like  to  have  another  drug  mentioned 
for  a  change.  We  have  had  this  one  up  here  ever  since  I  have  been  in 
the  Senate. 

Mr.  IsERMANN.  You  did  not  have  me  before  you  on  this  matter, 
and  I  have  had  personal  experience  in  it. 

They  did  the  same  thing  with  respect  to  several  other  drugs,  as, 
for  instance,  trional,  sulfonal,  veronal,  etc.    If  you  want  any  more, 
I  think  I  can  pick  them  out  for  you.    That  was  the  usual  way  of 
doing  business. 
Senator  Smoot.  Were  you  enjoined  on  any  others? 
Mr.  IsERMANN.  I  did  not  try  any  more.    Being  accused  of  smug- 
gling was  strong  enough  for  me. 
Senator  Smoot.  Do  you  know  anybody  else  that  was  enjoined? 
Mr.  IsERMANN.  Yes :  I  do.    At  that  time  the  business  of  enjoining 
was  very  frequently  done.    The  agents  used  to  enjoin  anybody. 

Sonator  McCuMiuai.  Did  they  charge  greater  prices  for  the  United 

Statps  trade  than  ^or  England  and  Canada  on  these  other  products? 

Mr.  IsBKMANN.  They  usually  did,  Senator,  because  they  had  better 

patent  protection  here  than  they  do  in  England.    Aside  from  the 
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patent  protection,  thev  had  a  selling  agency  protection — a  name  j  r  r 
tection — and,  due  to  tliat,  they  could  charge  iiigher  prices. 

Senator  Smoot.  Was  it  not  on  account  of  a  working  reqnirac'.c 
on  an  English  patent,  and  they  were  compelled  to  make  ttiob«  a 
England  ? 

Mr.  IsERMANN.  I  think  you  are  right,  Senator.  I  guess  that  ■ 
correct. 

To  show,  however,  that  the  coal-tar  chemicals  were  not  their  oL.f 
field  where  they  got  their  large  profits,  my  experience  has  taught  rt 
otherwise. 

This  is  a  pretty  bad  one,  and  you  might  feel  that  it  is  more  i'mi 
highway  robbery. 

Around  1905  I  entered  into  the  manufacture  of  a  viol^  perfrurt 
material  which  was  then  known  as  ionone.  This  was  not  a  coal  t  r 
but  a  synthetic  organic  chemical.  The  product  was  patented  in  t:. « 
country  and  sold  at  $110  per  pound  for  a  10  per  cent  solution  or  $1.1  • 
for  100  per  cent.  The  purchasers  of  this  product  used  to  value  it  - 
much  that  when  bought  it  was  safely  locked  in  safe-deposit  vriit* 

A  great  deal  of  controversy  had  arisen  on  the  question  of  the  pi: 
ented  process,  and  it  was  claimed  by  a  great  many  chemists  and  nur/. 
facturers  that  the  patented  process  was  not  the  real  process  used  f ' 
the  production  of  this  chemical  body.  We  tried  and  eventually  pro- 
duced this  body  by  using  an  entirely  different  process  than  was  •> 
scribed  in  the  patent  and  succeeded  in  producing  a  product  at  t  '-i*-' 
of  $40  per  pound. 

Senator  La  Follette.  What  did  you  sell  it  for? 

Mr.  ISERMANN.  $75. 

Senator  Smoot.  Was  it  as  good  as  the  German  product  ? 

Mr.  IsERMANN.  It  was.  Now  you  are  touching  upon  my  pri<le.  ! 
at  that  time  said  it  was  better. 

Senator  La  Follette.  You  got  the  Grerman.  habit  of  taking  a  pivtv 
good  profit. 

Mr.  IsEBMANN.  I  do  uot  think  that  $35  is  very  great. 

Senator  La  Follette.  $14  a  pound? 

Mr.  IsERMANN.  No ;  I  said  $40  a  pound  and  sold  at  $75  a  poui: . 
As  a  matter  of  fact,  the  cost  of  doing  business  in  that  line  is  Ten 
very  high.    You  have  got  traveling  expenses  to  pay.    One  purclti^r: 
might  be  in  New  York  and  the  next  may  be  in  Rochester,  and  ir 
other  fellow  may  be  in  Chicago.    You  have  no  business  between  tS*- 
cities.    It  is  very  costly  to  do  business,  and  in  those  days  everrN- 
was  fighting  the  chemist  or  chemistry.    People  were  afraid  of  atj 
thing  connected  with  chemistr}\    It  was  awfully  hard  to  sell  <'h* :. 
icals,  especially  those  made  in  America,  and  I  was  the  first  one.  •  • 
practically  the  first,  in  the  United  States  to  start  that. 

Senator  McCumber.  Do  you  know  what  it  cost  the  Gtennans  • 
produce  the  product  which  they  sold  for  $1,100  a  pound? 

Mr.  IsERMANN.  I  believe  they  know  as  much  about  their  busit.  - 
as  I  did,  and  evidently  it  never  cost  them  more  than  $40  a  p<>ur. 
That  is  all  it  cost  me. 

Senator  La  Follette.  You  made  it  by  an  entirelv  different  pnx>^" 

Mr.  Iher^iann.  I  used  the  same  raw  materials,  Senator. 

Senator  La  FoLLiriTE.  But  a  different  process  of  manufarture* 

Mr.  Isermann.  I  will  explain  if  you  would  like  to  know. 

Senator  Watson.  You  made  it  from  a  different  formula  i 
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]VIr.  IsERMANN.  I  had  a  different  formula ;  yes,  sir. 
Senator  Smoot.  After  you  made  the  article  what  did  Germany 
ai  it  for? 

Mr.  IsBRMAXN.  I  am  coming  to  that. 
Senator  McLean.  Let  the  witness  state  it. 

Mr,  IsEKMANN.  Our  sales  price  adopted  was  $75  per  pound.    After 
short  while  we  were  enjoined  by  the  German  patentees  and  ac- 
used  of  using  their  patented  process.    We  then  proved  to  the  con- 
rary,  and  therefore  the  suit  was  temporarily  won.  but  the  foreign 
lanuf  acturer  later  on  brought  a  new  suit  where  tney  claimed  that 
re  used  another  patented  process  of  theirs,  which  was  wrong,  but 
levertheless  the  suit  was  decided  in  their  favor.     However,  the 
esult  was  that  we  succeeded  in  breaking  the  patent,  and  the  original 
patentees  immediately  reduced  their  price  even  below  our  cost. 
Senator  McCumber.  Reduced  it  to  what? 
Mr.  IsERMANN.  They  started  in  selling  it  at  $36. 
Senator  McCumber.  From  $1,100  per  pound? 
Mr.  IsERM ANN.  Yes ;  to  $35  per  pound.    And  for  your  information 
t  will  say  that  the  product  is  to-day  being  sold  at  $10  a  pound,  a 
rery  good  product,  a  much  better  product  than  the  one  they  sold 
it  $1,100. 

Senator  La  Foixette.  Do  you  manufacture  it  more  cheaply  than 
rou  did? 

Mr.  IsERMANX.  Yes;  because  we  have  learned  more  about  it. 
We  used  to  get  25  per  cent  yield.  To-day  we  are  getting  75  per  cent 
yield.  That  is  the  whole  trick  in  chemistry,  and  that  is  the  reason 
we  can  not  compete  with  the  Germans  to-day.  It  will  take  us  a  long 
time,  several  years,  before  we  wiU  be  able  to  compete  with  them  in 
the  manufacture  of  certain  chemicals. 

Senator  La  Follette.  What  does  the  product  that  you  sell  at  $10 
a  pound  cost  you  to  produce? 

Mr.  Isermann.  About  $8.  The  drug  has  increased  in  consumption 
considerably,  and  in  that  way  you  can  afford  to  sell  it  at  a  smaller 
profit. 
Senator  La  Follette.  Your  production  is  larger? 
Mr.  Isermann.  Yes.  But,  on  the  other  hand,  we  have  possibly 
six  or  eight  manufacturers  in  this  country  making  practically  the 
same  thing.  It  is  used  producing  certain  odors.  There  is  quite 
a  variety  of  this  type  product. 

I  am  sure,  had  we  not  started  in  this  country  to  make  a  similar 
body,  no  one  knows  for  how  long  the  American  public  would  have 
l)een  held  up  to  that  price,  and  to-day,  unless  we  make  sure  and 
?ive  the  American  organic  and  coal-tar  chemical  industry  the  kind 
of  protection  which  it  needs  and  deserves  the  same  methods  are 
going  to  be  tried  and  successfully  used  on  the  American  people. 

While  these  two  illustrations  ought  to  suffice  I  would  like  to  state 
to  the  committee  that,  as  a  matter  of  fact,  there  were  but  few  products 
especially  in  the  drug  iSeld,  introduced  into  this  country  by  the 
German  manufacturers  which  were  sold  at  reasonable  prices.  To 
name  them,  we  will  say  phenacetin,  which  was  mentioned  above,  sold 
by  the  patentees  at  $16  per  pound ;  less  than  $2  in  Germany ;  $4  per 
pound  in  Great  Britain  and  Canada,  and  now  being  manufactured  in 
the  United  States  and  sold  by  American  producers  at  $1.65  per  pound. 
I  want  to  say  that  I  do  not  manufacture  phenacetin.  I  know  how 
to  make  it,  but  I  am  not  making  it. 
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I  would  like  to  quote  from  page  527  of  the  dyestuff  hcarin|p  h» 
by  the  Senate  Committee  on  Finance  in  1920 

Mr.  Choate.  It  is  the  Switzer  report  made  by  Switzer,  an  Am-*- 
can  chemist  in  chief  for  the  Bayer  (Jo. 

Mr.  IsERMANN.  He  was  their  specialist.    I  knew  Dr.  Switzer.    V- 
was  a  specialist  in  the  drug  line,  and  he  held  all  the  Bayer  pate*:- 
together  here  so  that  no  one  could  break  them  with  a  gun.    He  ▼ 
the  expert  in  America  for  holding  German  patents,  ana  he  certain" 
knew  how. 

Senator  La  Follette.  What  became  of  them  ? 

Mr.  IsERMANN.  The  Bayer  patents  were  sold  to  and  bought  by  :!. 
Grasselli  Co.,  or,  rather,  the  Bayer  Co.,  of  the  United  States. 

Senator  Watson.  Were  not  those  part  of  the  patents  taken  or-' 
by  the  Alien  Property  Custodian  ? 

Mr.  IsERMANN.  Yes,  sir. 

Senator  Watson.  And  restored  to  the  Grasselli  people? 

Mr.  IsERMANN.  I  think  the  Grasselli  people  divided  it  up. 

Senator  Watson.  Was  it  not  decided  that  they  had  only  a  nuL>ar/> 
value  ? 

Mr.  IsERMANN.  The  Grasselli  Co.  still  have  a  few  patents^  especit!*' 
in  the  dyestuffs  line. 

Senator  Watson.  In  most  cases  they  left  out  some  of  the  fonm.. 
so  that  when  they  came  to  produce  them  in  accordance  with  t^- 
formula,  they  found  they  could  not  because  certain  steps  in  f.- 
formula  had  been  omitted  ? 

Mr.  IsERMANN.  That  is  right.  As  a  matter  of  fact,  if  vou  want  t  • 
follow  a  patent,  a  German  patent,  or,  for  that  matter,  I  Selieve  ssf^n.* 
of  the  other  foreign  countries  use  the  same  method — if  you  are  trrirj 
to  make  something  in  accordance  with  the  patent  you  will  find  v* 
drvLg  or  other  product  will  cost  you  $5  a  pound  and  the  patentee  w:!; 
sell  it  at  50  cents.  It  might  take  you  five  years  to  reach  the  po::.: 
where  you  can  sell  it  at  50  cents,  because  something  of  great  in. 
portance  is  left  out. 

Senator  Smoot.  Do  you  mean  to  say  that  the  German  paten t^  r* 
from  out  Patent  Office  were  not  complete? 

Senator  Watson.  I  mean  that  the  patents  taken  over  by  the  Al-r' 
Property  Custodian  were  not  complete.  Some  of  the  steps  were  g»»r«' 
Then  the  chemist  had  to  go  to  the  laboratory  and  work  for  a  ffi>r 
length  of  time  in  order  to  discover  the  missing  steps. 

Senator  Smoot.  The  patent  never  would  hold  tnen. 

Senator  Watson.  It  had  only  a  nuisance  value.  That  is  the  p»ir* 
exactly.  As  to  many  of  them,  all  in  the  world  that  thev  were  r*- 
for  was  fo  be  held  so  that  no  action  could  be  brought  for  infrinj?- 
ment  of  the  patent. 

Senator  La  Follette.  I  do  not  see  how  they  could  sustain  t:* 
action,  then. 

Senator  McLean.  It  would  make  the  stuff,  as  I  understand  it,  *  r 
it  would  make  it  in  such  small  quantities  that  the  Americans  oh.!-: 
not  work  it.    Is  that  your  point  ? 

Mr.  Isermann.  If  you  will  allow  me  I  will  explain  that 

To  illustrate,  you  'start  in  to  manufacture  a  drug  A,  and  in  fl' 
drug  A  you  use  five  materials,  we  will  say;  it  does  not  nuke  tr» 
difference  what  the  product  may  ho.  You  put  them  all  together,  ai : 
the  process  states  that  you  should  boil  it  at  60  degrees  for  24  h<»ur^ 
You  do  that  and  you  get  the  product,  but  you  get  5  per  cent  in-lr^l 
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f  75  j>er  cent.  By  the  addition  of  a  wire  nail,  a  little  piece  of  iron, 
our  yield  will  rise  from  5  per  cent  to  25  per  cent ;  and  if  you  happen 
)  find  that  nickel  will  be  a  better  thing,  you  add  a  little  nickel,  and 
lat  might  bring  you  another  25  per  cent.  But  it  takes  yoii  years  to 
nd  it  out,  and  that  is  the  reason  that  those  patents  are  practically 
rorthless.    They  give  you  an  idea,  but  that  is  all. 

Senator  La  IFollette.  Do  you  mean  to  say  that  an  American 
lanufacturer  working  out  a  complete  formula  which  would  give 
im,  say,  60  per  cent  or  75  per  cent,  could  be  enjoined  and  the  in- 
unction maintained  on  a  suit  based  upon  another  formula  ? 

Mr.  IsERMANK.  Nb;  it  is  not  another  formula.  It  is  the  same 
orniula,  because  the  basic  patent  is  theirs.  Some  time  the  patent  is 
»n  the  product.    On  the  basic  patent  everything  hangs. 

Senator  Watson.  The  patent  is  on  the  product ;  not  on  the  quan- 
:ity,  but  on  the  product  itself. 

Senator  Smoot.  It  is  on  the  process. 

Mr.  IsERMAXN.  And  on  the  product,  both. 

Senator  La  Follette.  If  you  make  it  by  a  different  process  I  do 
dot  believe  you  can  be  enjoined  from  making  it. 

Senator  Watson.  If  you  had  the  formula,  and  the  patent  is  on  the 
formula,  then  they  could  not  sue  you  for  using  it 

Senator  Smoot.  If  you  made  it  under  another  process  you  could 
not  be  enjoined  from  making  it. 

Senator  MoCumber.  But  you  would  have  to  find  the  other  process. 

Mr.  Choate.  The  patent  covers  the  process,  whatever  the  product 
produced.  A  number  of  these  patents  cover  products;  more  cover 
processes.  These  particular  patents  were  product  patents,  and  the 
process  was  purposely  made  imperfect  in  some  cases. 

Mr.  IsERMANN.  They  had  both,  Senator.  They  had  product  pat- 
ents and  process  patents. 

Mr.  Choate.  We  are  the  only  country  that  has  product  patents. 

Mr.  IsERMANN.  That  is  correct,  and  that  is  why  they  had  such  an 
easy  matter  to  charge  us  high  prices  when  they  wanted  to. 

I  would  like  to  read  a  few  lines  of  this  report,  if  you  do  not 

mind,  gentlemen.    This  is  by  Dr.  Switzer  who  represented  Bayer  in 

1916.    That  was  during  the  time  when  the  tariff  bill  was  discussed 

here,  I  believe : 

The  manufacture  of  the  derivatives  offers  much  greater  d'fflculties  for  an 
industry  stiU  in  the  process  of  development,  for  the  reason  that  such  an  In- 
<i'edibly  large  variety  of  products  is  necessary.  In  a  well-developed  industry 
like  that  of  the  Germans  a  technical  use  is  found  in  the  end  for  all  these 
processes.  In  a  less  well -developed  industry,  in  an  industry  which  is  only  in 
the  process  of  development,  great  hindrances  stand  in  the  way  of  utilization  of 
these  derivatives.  Many  can  not  be  used  at  all,  and  those  become  waste  prod- 
ucts. The  price  of  these  derivatives  which  can  be  utilized  is  therefore  in- 
<rensed  to  an  incredible  degree. 

That  confirms  the  statement  that  Dr.  Du  Bois  made  for  the  Mon- 
santo Co. 

Antipyrin  is  another  useful  and  important  product  or  drug  which 
was  sold  for  15  to  20  years  at  around  $20  per  pound. 

Senator  Watsox.  How  long  is  it  going  to  take  you  to  finish,  Mr. 
Isermann? 

Mr.  Isermann.  About  five  minutes,  Senator.  I  will  gladly  go  on 
to-morrow  if  you  want  me  to,  but  I  can  finish  in  about  five  minutes 
unless  you  have  a  lot  of  questions  to  ask  me. 

Senator  McCumbeil  You  may  go  on  and  finish. 
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Mr.  IsERMANN.  To-day  it  is  being  offered  in  this  country  at  ab  -m 
$3  per  pound.  The  same  can  be  said  of  a  dozen  or  more  drugs,  z:i 
if  the  committee  would  like  to  have  further  proof,  I  will  he  or.  t 
too  glad  to  furnish  it.  The  cheapest,  or  practically  the  cheapest*  'ir^i! 
ever  introduced  was  aspirin.  It  sold  between  eight  and  ten  dolL-i 
per  pound  for  many,  many  years.  To-day  the  same  product  i<?  l>e.re 
sold  in  the  American  market,  made  by  several  American  manuf.:- 
turers,  at  80  cents  per  pound. 

Thus  it  will  be  seen  that  the  sick  and  suffering  American  pui- 
paid  the  freight  for  the  foreign  successes,  and  in  that  way  the  ti-- 
profits  made  oy  the  Germans  permitted  them  to  further  experimr: 
and  expand  in  the  making  of  new  products,  which  in  turn  was  intr  ^ 
duced  here  and  realized  tremendous  profits.    Surely  it  was  n<it  ■ 
selling  cheaply  that  the  Germans  built  up  the  great  cartel  wh*'- 
to-day  controls  the  entire  chemical  industry  in  Germany,  and  if  ii . 
given  a  chance  will  control  the  chemical  industry  in  America  ti 
m  the  world.    Let  us  remember  that  due  to  the  war,  which  has  «^-' 
us  billions  of  dollars  and  thousands  upon  thousands  of  lives,  we  Li'- 
succeeded  in  developing  a  real  coal-tar  chemical  industry  here.  tt. 
all  we  ask  is  the  same  chance  as  is  offered  to  the  countries  of  <»*  * 
associated  powers  in  war,  England,  France,  and  Italy.    They  hi'' 
shut  their  doors  to  our  products  as  well  as  to  the  German  prodiKt> 
and  we  at  least  in  self-defense  must  do  likewise.    Therefore,  it  i*-  •.: 
to  the  members  of  this  committee  and  to  the  Congress  of  the  Umt'^ 
States  whether  it  is  going  to  uphold  and  help  to  nirther  develop  tf- 
chemical  industry  in  America,  which  has  progressed  to  a  mo  ' 
greater  extent  than  possibly  any  other  country  in  the  past  five  year^ 
excepting  Germany. 

Veronal  is  an  important  drug  which  sold  around  sixteen  to  eipl  i 
een  dollars  per  pound  previous  to  the  war  by  the  Germans  hefon»  .* 
was  made  in  this  country.     To-day,  as  I  undei^tand^  it  is  heiri' 
offered  by  the  Germans  as  low  as  $4  per  pound.    As  a  matter  of  fi- 
up  to  the  time  that  the  emergency  tariff  went  into  effect,  the  forpijrt 
ers  were  threatening  the  manufacturers  of  veronal  in  this  countrr. 

A  great  deal  has  been  said  about  the  exports  of  dyes  and  ociy' 
coal-tar  chemicals  to  other  countries.  During  the  year  of  1^1^ 
and  1920  the  Ignited  States  exported  considerable  amounts  of  dvfs 
As  a  matter  of  fact,  its  export  business  was  very  large  and  no  d«»y'^ 
profitable.  This,  however,  was  during  the  time  when  Germany  ▼*? 
not  able  to  ship  goods  to  other  countries,  due  to  lack  of  shippin*' 
facilities. 

This  situation  has  changed.  As  a  matter  of  fact,  the  Tariff  Com- 
mission, in  its  report  on  dyes  for  1919,  discussing  the  subject  <m  p^ 
14,  says  that — 

In  ostlmnting  the  sipnlflcnnoe  of  this  achlevemt'nt  of  the  dotnoxtlc  Mn**' 
in  the  oxi>ortation  of  dyes  It  should  bo  remembered  that  doniertir  imh'-'. 
turers  during  1019  and  1020  have  met  little  ('onip<»tition  In  foreign  nmri-'- 
from  German  dyes.  It  should  also  be  pointed  out  that  any  dedartlmis  t* ' 
the  competitive  strength  of  the  domestii'  industry  which  are  based  on  ei^rti 
of  dyes  do  not  t:ike  into  eonsMderation  the  faet  that  the  domestic  linlu<tn  .* 
still  delioient  in  the  iniimrtant  >;roup  of  vat  and  alizarin  dyes.  The  slcnlfi^'  ^ 
of  this  statement  is  borne  out  by  the  rap^d  dwrease  in  the  exports  of  -i:*^ 
durinp  the  first  four  months  of  1921  as  outlined  abOTe. 

The  comparative  exports  are  as  follows:  Januarv,  1920,  $9l7/>74: 

Januarv,  1921,  $943,395;  Februarv,  1920,  $1,850,662 :  Februiirv.  1^- 

$379,123;  March,   1920,  $2,649,000;  March,  1921,  $575,000;*  Apr.I. 
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>20,  $1,829,771;  April,  1921,  $305,000;  May,  1920,  $2,180,606;  May, 
>21,  $^8,331. 
By  this  it  will  be  seen  that  as  far  as  the  manufacture  and  sale  of 
yestuffs  and  other  coal-tar  chemicals  is  concerned,  the  export  busi- 
ess   is   bound  to  dwindle  down  to  next  to  nothing,  and  then  the 
.morican  industry  will  have  to  depend  entirely  upon  its  own  country 
;>r  the  upkeep  of  the  industr3\ 
Naturally  tne  smaller  the  production  the  higher  the  cost. 
I  want  to  say  a  few  words  regarding  monopoly.    I  think  I  can 
alk  very  well  on  that,  because  I  am  one  of  the  smaller  manufac- 
urers — not  the  smallest  and  not  the  largest? 
Senator  Watson.  How  many  men  do  you  employ? 
Mr.  IsERMANN.  About  30.     We  employed  when  we  were  running 
uU  about  150  men. 

Senator  La  Folletie.  What  is  the  total  value  of  your  output  in 
.  year? 

JMr.  IsERMANN.  Our  output?    We  have  facilities  for  making  about 
I  hundred  thousand  dollars'  worth  of  dyestuffs  per  month.    A  little 
>ver  a  million  dollars,  about  one  and  a  quarter  millions  per  year. 
Senator  Watson.  How  much  in  your  perfume  plant? 
Mr.    IsERMANN.  It   turned  out  last  year   a  little  bit  less  than 
>^CK),000. 

Senator  La  Follette.  In  giving  the  number  of  your  employees 
did  you  include  those  in  the  perfume  plant? 
Mr.  IsERMANN.  I  did  not,  Senator. 
Senator  La  Follette.  That  is  separate? 

Mr.  IsERMANN.  Yes,  sir.  It  is  a  diflferent  company.  I  am  manag- 
ing both.  The  perfume  plant  employs  about  30  men  when  it  is 
running  full.  We  have  been  practically  shut  down  in  both  plants 
for  about  ^Jght  months. 

Senator  W  atson.  Do  you  employ  men  altogether,  or  women  ? 
Mr.  1ser3iann.  Men  altogether,  excepting  in  the  office,  which  is  in 
^ew  York. 

Senator  McLean.  What  do  you  mean  by  "  practically  shut  down  "  ? 
Mr.  Isekmann.  We  let  most  of  the  men  go;  that  is,  ordinary 
laborers,  but  we  have  kept  our  staff  to  hold  the  organization  to- 
gether until  business  starts. 

Senator  Watson.  Have  you  any  skilled  chemists? 
Mr.  Isermann.  We  employ  about  12  chemists. 
Senator  Watson.  Do  they  devote  their  entire  time  to  studying  the 
formula,  the  chemistry  of  the  processes,  or  what  do  they  do  ? 

Mr.  Isermann.  They  devote  their  entire  time  to  research  work,  or 
the  best  part  of  their  time.    We  have  plant  men,  and  others  are  what 
we  call  process  men,  and  then  we  have  what  we  call  research  men. 
Senator  Watson.  What  do  they  do  ? 

Mr.  Isermann.  They  do  research  work,  investigating  new  processes 
and  new  products  and  improving  the  old  processes. 
Senator  Watson.  Do  they  discover  new  processes? 
Mr.  Isermann.  I  believe  we  have  discovered  one  real  new  one. 
Whether  it  is  a  new  one  as  far  as  Germany  is  concerned  I  do  not 
know ;  but  it  is  a  new  one  as  far  as  we  are  concerned.    That  is,  I  feel 
there  is  no  one  in  the  United  States  using  it. 
Senator  Watson.  Which  plant  was  that  in? 
Mr.  Isermann.  It  is  in  the  dye  plant.    In  the  other  plant  we  have 
dozens  of  new  processes  that  we  develop,  but  they  are  of  no  great 
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financial  value,  for  the  reason  that  the  output  is  usually  pretty  >nu- 
That  is,  we  have  things  that  we  sell  in  ounces  and  four  ounce>  ^i 
pounds.    Therefore,  even  if  you  do  find  something  entireh'  new  .t 
really  more  of  a  plaything  for  the  chemist  than  it  is  from  tibe  {wKf 
of  view  of  making  money. 

Senator  Watson.  Are  these  chemists  mostly  employed  in  your  dj» 
works  or  the  other  plant? 

Mr.  IsERMAKX.  Ihave  five  or  six  chemists  in  the  other  works. 

Senator  Watson.  What  do  you  pay  them  a  year. 

Mr.  IsERMANN.  The  chemiste  run  from  three  to  six  thousand  dolkr- 
a  year;  and  then  we  run  on  a  kind  of  a  royalty  basis.  That  i>,  -• 
pay  the  men  who  have  invented  the  process  or  have  improved  th-t 
process  a  royalty  of  so  much  a  pound  on  what  is  turned  cot  in  re- 
plant. 

Senator  Watson.  Has  each  plant  a  chemical  laboratory  in  oonn»- 
tion  with  it? 

Mr.  IsERMANN.  Yes,  sir. 

Senator  Watson.  In  which  these  chemists  are  constantly  at  work' 

Mr.  IsERMANN.  Yes,  sir.  And  I  will  say  something-  about  mjseli 
I  have  lived  near  the  plant  the  best  part  of  the  last  six  years.  I  spft-: 
my  evenings  and  my  Sundays  in  the  plant,  and  I  keep  in  touch  wr!\ 
all  the  research  work  continually. 

Senator  La  Follette.  What  is  the  amount  of  your  pay  roll  p^- 
month? 

Mr.  IsERMANN.  Now,  or  when  we  are  running  full? 

Senator  La  Follette.  When  you  are  running  full,  with  your  -^ 
men,  as  you  have  said,  in  both  plants,  stating  them  separately. 

Mr.  Isermann.  Our  pay  roll  used  to  run,  when  we  were  ninniiur 
full,  about  $4,500  to  $5,000  a  week.   I  believe  is  was  $4,500  in  one  pitr.i 

Senator  La  Follette.  In  which  plant? 

Mr.  Isermann.  In  the  dye  plant.     In  the  perfume  plant. 

I  believe  the  highest  it  ran  was  about  $1,500.    Now,  as  far  a«  i:.«- 
chemists  are  concerned,  they  are  on  the  so-called  monthly  pay  n»!' 
and  that  is  kept  separate.    1  might  not  be  absolutely  correct  on  t^.- 
figures,  because  I  do  not  pay  attention  to  all  of  the  details,  but  *f 
you  want  the  figures  I  would  be  very  fflad  to  supply  them. 

So  much  has  been  said  about  an  American  dye  and  rhemKiI 
monopoly  I  feel  that  I  want  to  make  a  short  statement  to  your  r»>r-- 
mittee.  When  one  speaks  of  a  huge  chemical  monopoly,  really  nr- 
would  think  that  the  business  runs  into  hundreds  of  millions.  Bi 
the  figures,  as  above  analyzed  under  "  Exports,"  it  will  be  seen  th%r 
the  future  of  the  coal-tax  chemicals  business  is  bound  to  pet  dowr 
to  a  basis  of  $50,000,000  or  under,  because  we  are  bound  to  lope  tfc* 
exports,  and  all  we  could  gain  is  possibly  20  per  cent  of  the  n*- 
business,  which  was  talked  about,  of  products  that  we  are  now  ^t 
ting  from  Germany.  Then,  on  the  other  hand,  it  must  also  be  .i-r 
sidered  that  prices  are  gradually  being  reduced,  and  that  witf 
bring  down  tne  amount,  of  course*  As  the  prices  are  being  rptlo*^'. 
it  may  go  down  to  possibly  $40,000,000  per  annum.  Taking  thv^ 
figures  into  consideration  I  can  not  see  how  anyone  can  coa^i^^r  i 
great,  dangerous  monopoly  in  a  total  business  which  does  not  ani<»-r? 
to  more  than,  say,  $40,000,000  per  year,  and  how  such  a  business  ^n:: 
be  compared  wiih  all  the  so-called  combines  in  the  Unitetl  Stat*-*. 
Aside  from  that,  the  manufacturers  of  coal-tar  chemicals  in  th 
United  States,  while  they  want  every  possible  proteition  from  tl^ 
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>reigrn  producer,  are  willing  to  be  regulated  and  controlled  by  any 
ovcrnment  agency  that  wiU  suit  Congress,  and  in  view  of  this  how 
it  possible  to  actually  create  a  dangerous  monopoly? 
In  other  words,  what  we  are  after  is  that  we  want  to  build  up  this 
idustry  here,  and  do  not  care  what  kind  of  restrictions  you  gentle- 
len  put  on  us,  we  will  live  up  to  it,  because  we  have  our  money  in  it ; 
re  have  our  life  in  it,  and  we  want  to  make  good. 

Senator  La  Follette.  Would  it  be  satisfactory  to  vou  to  have  this 
nibarg:o  qualified  with  the  provision  that  your  profits  shall  be  lim- 
ted  ? 

^[^.  IsEBMAKN.  Positively.  I  would  like  to  be  able  to  set  a  cer- 
aiii  sum  aside  for  research. 

Senator  La  Follette.  You  mean  you  would  like  to  be  able  to  say 
vhat  the  profits  would  be? 

Mr.  IsERMANN.  I  certainly  would;  that  is,  what  is  called  ^'reason- 
ible  profit."    I  do  not  know  what  "  reasonable  profit  "  means. 

Senator  La  Follette.  What  would  you  consider  a  reasonable  profit 
lr  your  business — what  per  cent  on  the  investment  ? 
Mr.  IsERMANN.  On  the  investment  or  on  the  turnover  ? 
Senator  La  Follette.  On  the  actual  investment. 
Mr.  IsERMANN.  One  point  regarding  the  investment  is  this :  Unless 
you  make  a  fair  profit,  you  can  not  continue  to  develop  the  business. 
The  research  work  ought  to  come  out  of  the  profits. 
Senator  La  Follette.  Yes. 

Mr.  IsERMANN.  And  all  that  takes  up  the  best  part  or  all  of  the 
profits,  and,  as  a  matter  of  fact,  I  feel  that  the  most  of  the  small  con- 
cerns have  eaten  up,  or,  in  fact,  all  the  concerns  have  eaten  up  all  of 
their  profits  and  then  some  in  doing  research  work. 

Senator  La  Foujette.  What  would  be  considered  a  fair  percentage 
of  profit  on  the  investment? 

Mr.  IsERMANN.  I  would  rather  you  would  say  on  the  turnover.  I 
would  like  to  set  aside  a  certain  amount  of  money  for  research  work, 
and  1  would  like  to  think  it  over,  if  that  was  put  up  to  me  as  a 
proposition — I  understand  that  a  speciality  and  intricate  business 
like  this  possibly  ought  to  have  at  least  15  per  cent. 

Senator  La  Follette.  That  is  15  per  cent  on  the  turnover? 
Mr.  IsERMANN.  Yes;  and  over  that  15  per  cent  set  something  aside 
for  research  work. 

Senator  La  Follette.  Considering  the  nature  of  this  business, 
what  per  cent  would  that  average  on  the  actual  investment  ? 

Mr.  Isermann.  Well,  the  investment  in  the  chemical  business,  if 
you  are  going  into  the  manufacture  of  fine  dyes  or  other  coal-tar 
chemicals  is  considerable.  You  take,  for  instance,  in  our  own 
"Case  last  year  we  actually  developed  a  new  dye,  patent  blue,  and 
we  are  rather  proud  of  it,  and  I  believe  we  spent  $40,000  last  year 
on  that  one  item,  and  now  we  are  about  ready  to  put  it  on  the  market. 
Of  course,  there  is  no  market  just  now,  or  much  of  a  market,  any- 
way.   So  the  investment  is  considerable. 

And  another  thing  is  that  the  equipment  becomes  obsolete  or  worth- 
less in  a  very  short  time. 

Senator  La  Follette.  But,  taking  all  those  things  into  account, 
what  would  you  consider  it  should  be  a  fair  profit  on  the  investment  ? 
Mr.  Isermann.  On  the  investment? 

Senator  La  Follette.  Fifteen  per  cent  of  the  investment  would  be 
fair! 
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Mr.  IsERMAKN.  I  believe  15  per  cent  on  the  investment  woul : 
fair. 

Senator  La  FoLiiETTE.  What  is  the  amount  of  your  investment  • 

Mr.  IsERMANN.  In  the  plant? 

Senator  La  Follette.  in  the  dye  plant. 

Mr.  IsERMANN.  About  $600,000. 

Senator  La  Follette.  And  what  is  the  amount  of  the  investn:.  * 
in  your  perfumery  plant? 

Mr.  IsERMANN.  About  $85,000  or  ,$90,000. 

Before  closing  Ijust  want  to  bring  one  more  thought  home  Ut  y 
an.d  that  is  this:  That  unless  the  industry  gets  the  proper  kin*;    ■ 
protection,  that  while  it  is  possible  that  one  or  two  of  the  Ian?- 
manufacturers  might  be  able  to  exist,  surely  all  the  small  mar 
f acturers  assembled  here  are  bound  to  go  to  the  wall,  and  the  f?-? 
large  ones  left  Tvho  possibly  could  aflford,  if  they  wanted  to.  to  1*^ 
the  millions  which  tney  have  invested,  might  be  forced  at  the  k< 
moment,  if  nothing  else  can  be  done,  to  even  combine  with  the  <  »*' 
mans  in  order  to  save  their  capital. 

I  don't  say  that  the  large  manufacturers  intend  to  do  it;  I  *!*<' 
say  that  the  large  manufacturers  want  to  do  it,  because,  as  a  mm  • 
of  fact,  I  feel  that  the  large  manufacturers  on  the  whole  have  U- 
fair,  but  once  our  doors  are  open  to  German  competition  no  or. 
knows  what  the  large  manufacturer  might  do  or  might  be  fnn^ 
to  do,  whether  they  want  to  or  not,  or  be  bound  eventually  t^  ■: 
out  of  business. 

Senator  La  Follette.  Have  you  computed  on  the  various  pn) )':  *• 
nn  ad  valorem  protective  rate  that  would  make  you  feel  safe  in  ri»*' 
ing  the  competition  ? 

Mr.  IsEinrANN.  Senator,  we  have  been  trying  to  figure  out  ^'  r 
long  time — as  a  matter  of  fact,  for  the  past  two  years — to  spo  if  »?' 
rould  not  get  some  kind  of  figures,  and  the  figures  would  soun«!  - 
unreasonable  if  you  applied  them  to  any  other  industry  that  n." . 
I  do  not  get  anywhere,  because  if  all  these  factors — the  questi'»n 
ticld,  the  question  of  the  time  it  takes  to  get  into  the  manufa«t  ;•• 
and  all  that  has  to  be  taken  into  consideration 

Senator  La  Foli^ette  (interposing).  Oh,  yes. 

Mr.  IsKRMANN  (continuing).  And  the  foreigners  have  ha^  - 
years'  experience,  and  wo  only  have  had  about  five,  thon^rh  I  v 
rather  proud  of  what  we  did  in  the  five  years,  as  I  rather  think  ^ 
did  more  in  5  years  than  they  did  in  15.  But,  at  the  same  tim^.  " 
would  be  pretty  hard  to  compile  figures  to  absolutely  insure  th»»  ♦  • 
istence  of  the  industry.  We  want  the  little  fellow  to  exist ;  it  L'*  t 
little  fellow  who  built  the  business,  not  the  big  man. 

Senator  La  Follette,  If  the  committee  should  conclude  to  <: 
stitute  a  protective  rate  on  the  different  products  of  this  Hi**'^^'- 
for  the  embargo  that  was  proposed  it  would  be  helpful  to  it  if  y  ■ 
would  submit,  in  so  far  as  your  production  is  concerned,  what  \  ' 
would  regard  as  an  adequately  protective  rate  on  the  different  pr» 
nets,  and  I  would  suggest  that  you  do  that  and  add  it  to  your  >t  it 
ment  if  you  will.  *  ^ 

Mr.  IsERMANN.  If  I  am  called  upon  to  do  so  by  tho  cnmmitt^'.  • 
will  be  only  too  glad  to  do  that. 

Senator  McCumber  (presiding).  You  might  base  it  upon  th«  f"' 
eign  price  and  also  upon  tlie  ^Vmerican  valuation,  and  that  ▼'***' 


TARIFF — ^DYES  EMBABGO.  649* 

;ive  US  two  standards  to  apply.  The  committee  has  not  decided 
-et  whether  it  will  take  the  American  valuation  or  the  foreign  valua- 
ion. 

Senator  La  Foixette.  I  think  he  can  take  my  suggestion  as  the  ex- 
)ression  of  the  committee  and  furnish  it  to  us. 
Senator  McCumber.  Yes ;  if  you  will  do  that. 
Mr.  IsEBMANX.  I  would  like  to  say  this,  and  that  is  that  the  foreign 
rahiation  is  pretty  hard  to  estimate.  They  have  all  sorts  of  prices.  I 
liave  heard  one  price  and  then  another.  They  are  supposed  to  have 
export  taxes,  but  on  coal-tar  chemicals  they  take  it  off.  And  the  20 
per  cent  tax  which  is  to  go  to  the  reparation  commission  has  also 
been  taken  off  by  them  or  returned  by  the  Government.  It  is  pretty 
hard  to  figure,  because  they  are  past  masters  in  that  industry,  and 
we  can  not  afford  to  and  we  do  not  know  how  to  play  with  them. 
We  are  perfectly  willing  to  take  up  and  produce  goods  satisfac- 
torily from  every  point  of  view,  but  when  it  comes  to  playing  a  game 
with  the  Germans — and  it  is  a  game — we  are  not  in  it. 

Senator  La  Foij:.ette.  You  could  make  the  computation  on  Ameri- 
can valuation? 
Mr.  Isebmann.  I  believe  I  could'do  it  better  on  that. 
Senator  La  Follette.  I  was  just  going  to  add  that  if  the  commit- 
tee should  conclude,  after  consideration,  to  reject  the  embargo  and 
establish  what  would  be  considered  a  protective  rate,  I  think  it  would 
be  worth  while  for  you  gentlemen  who  are  interested  to  have  in  your 
testimony  something  that  would  be  an  expression  of  what  you  regard 
as  needful  to  that  end. 

wSenator  McCumber.  Mr.  Isermann,  can  you  not  put  in  the  balance 
of  your  statement?    Your  five  minutes  has  drawn  out  to  20  minutes. 
Mr.  IsEBMANX.  I  thank  you  for  calling  my  attention  to  it. 
Senator  La  FolijETTe.  He  might  come  on  in  the  morning  and  con- 
elude.    I  presume  we  will  have  another  meeting  tomorrow. 

Mr.  Isermanx.  There  is  only  one  more  thing  I  want  to  say,  if 
vou  will  allow  me. 

Senator  La  Follette.  Would  you  not  prefer  to  finish  in  the 
morning  and  not  be  so  restricted? 

Senator  McCumber.  If  it  will  only  take  a  minute  or  two,  we  had 
l>etter  get  through  this  evening. 

Senator  La  Follette.  He  is  a  very  frank  witness,  and  so  far  as 
I  am  concerned  I  want  him  to  be  fully  heard. 

Mr.  IsERMANX.  I  want  to  say  in  regard  to  putting  on  any  valua- 
tion, that  that  is  the  one  thing  that  is  very  difficult,  unless  there  is 
some  regulation  connected  with  the  valuation  I  do  not  believe  we 
can  get  anywhere ;  for  instance,  I  make  a  product  called  acid  green. 
1  only  maKe  one  of  the  group  of  acid  greens  which  is  satisfactory ; 
the  (jermans  have  made  10  of  them  and  one  will  take  the  place  of 
the  other.  If  you  put  a  duty  on  nine,  thev  will  ship  in  another  one. 
How  are  you  going  to  control  that?  They  are  supposed  to  have 
shipped  in  here  before  the  war  about  900  dyes.  As  a  matter  of 
fact,  they  can  make  several  thousands  of  them.  They  can  substitute 
veiy  often  wood  alcohol  for  grain  alcohol,  even  buytyl  aclohol, 
and  they  have  developed  all  of  those  things,  and  they  have  all 
of  those  things  that  they  did  not  have  before  the  war,  and  it  is 
pretty  hard  unless  we  have  some  regulation  where  they  would  not 
be  able  to  substitute  one  for  the  other;  and  that  brings  us  to  the 
point  that  the  industry  is  to  be  regulated  in  some  way,  and  then 
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you  might  as  well  have  the  embargo.  Then  you  know  you  are  goiof  j 
to  regulate  it  and  no  one  is  goin^  to  take  advantage.  That  is  abow 
the  point.  For  instance,  one  of  the  witnesses  said  the  Germans  usad] 
to  make  a  lot  of  chemicals  and  they  imported  two  things  from  Q&j 
But  they  do  not  have  to  do  it  to-day.  They  make  acetic  acid  anlj 
wood  alcohol,  and  as  one  German  said  when  he  bought  the  thijoo 
here,  "  The  Americans  want  to  burn  up  their  forests ;  let  them  dft 
it."  They  do  not  make  acetic  acid  from  wood  to-day,  but  make  itj 
syntheticallv.  We  have  no  synthetic  acetic  acid  plant  in  this  coun-' 
try.    They  had  one  in  Canada  during  the  war,  but  not  here. 

I  want  to  bring  out  one  point  regarding  the  small  manufacturfrJ 
Now,  as  to  the  question  whether  the  smaller  manufacturer  can  sue- 
cessfuUy  compete  with  the  large  manufacturers  in  the  United  States,! 
providing  that  we  have  adequate  protection,  I  will  say  this:  That  up 
to  now,  speaking  as  a  whole,  the  smaller  manufactui-er,  without  tak- 
ing a  great  deal  of  credit  myself,  I  will  say  that  the  smaller  mano*' 
f acturer  deserves  a  great  deal  of  credit ;  that  as  a  matter  of  fact,  m 
the  whole  he  has  done  more  than  his  share  in  the  helping  of  the  de- 
velopment of  the  chemical  and  dyestufF  industry  here.  The  small 
manufacturer  pays  a  great  deal  of  personal  attention  to  his  business 
and  in  that  way  saves  a  great  deal  of  overhead  and  other  expenses 
and  while  it  is'true  that  the  large  manufacturer  can  get  into  larg^ 
productions  of  items  which  are  sold  in  great  quantities  the  field  is 
open  to  the  smaller  manufacturer  to  make  si>ecialties  on  which  t 
profit  can  be  made  which  is  satisfactory. 

I  also  want  to  call  j^our  attention  to  the  fact  that  so  much  has  beei 
said  regarding  the  6ig  profits  accumulated  by  chemical  manufac-  I 
turers  during  the  war,  especially  the  coal-tar  dye  manufacturers.  I 
believe  you  can  count  them  on  one  hand,  and  if  the  truth  were  known 
there  has  been  more  money  lost  in  this  business  than  in  any  other 
business  since  1916 — ^that  is,  speaking  of  the  organic  coal-tar 
chemical  industry — than  was  profited  during  the  whole  period. 

Having  given  you  my  version  of  the  actual  conditions  I  feel  that 
I  speak  for  all  the  signers  of  my  letter  when  I  say  that  the  most  of 
the  coal-tar  dye  and  chemical  manufacturers  to-day  are  in  a  most 
precarious  financial  condition  and  while  up  to  now  the  foreign  (^)m- 
petition  due  to  the  present  mode  of  protection  has  not  l>een  seriously 
felt  the  lack  of  financial  support  has  been  most  seriously  felt. 

The  reason  is  that  bankers  and  other  financiers  have  been  afraid 
to  invest  their  capital  in  a  business  that  has  no  chance  to  succeed 
unless  it  gets  special  and  extraordinary  protection.  As  a  matter  of 
fact,  a  banker  told  me  a  few  months  ago  that  he  sees  no  reason  why 
money  should  be  invested  in  bricks  and  mortar  which  are  of  no 
value  unless  the  industry  receives  the  special  and  extraordinary 
consideration  from  Congress  which  it  must  have. 

Now,  as  to  the  tariff  bill  as  passed  by  the  Senate  Finance  Com- 
mittee last  year,  I,  for  one,  can  not  see  why  it  should  l)e  called  an 
embargo  bill  at  all,  because  it  is  simply  a  tariff  which  regulated 
imports  and  protects  the  American  coal-tar  chemical  industry. 

Thank  you,  gentlemen. 

Senator  McCumbek.  The  committee  will  now  stand  adjourned 
until  10.30  o'clock  to-morrow  morning. 

(Thereupon,  at  5.34  o'clock  p.  m.  the  committee  adjourned  to  meet 
to-morrow,  Saturday,  August  6, 1021,  at  10.30  o'clock  a.  m.) 
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8ATUBDAY,  Atrai7ST  6,  1991. 

United  States  Senate, 
Committee  on  Finance, 

Washington,  D.  C. 

The  committee  met,  purauant  to  adjourmxient,  in  room  312,  Senate 
0&ce  Building,  at  10.30  o'clock  a.  m.,  Hon.  Boise  Penrose  presiding. 
Present :  Senators  Penrose  (chairman) ,  Smoot,  La  FoUette,  Dilling- 
im,  McLean,  Curtis,  and  Simmons. 

The  Chairman.  The  committee  will  come  to  order.  The  commit- 
e  will  hear  first  this  morning  Mr.  C.  B.  Reid. 

FATEMEHT  OF  VOL.  C.  B.  BEID,  OF  WASHHrGTOir,  D.  C, 
EEPRESENTIirO  THE  AMESICAIT  FABH  BXTEEAU  FEDEE- 
ATIOH. 

The  Chairman.  Will  you  please  state  your  full  name  for  the  record 
Ir.  Reid  ? 

Mr.  Reid.  C.  B.  Reid. 

The  Chairman.  Whom  do  you  represent? 

Mr.  Retd.  The  American  Farm  Bureau  Federation. 

The  CHAiRBfAN.  Where  do  you  reside,  Mr.  Reid  ? 

Mr.  Reid.  Washington,  D.  C. 

The  Cblairman.  What  is  your  business  ? 

Mr.  Reid.  Assistant  Washington  representative  of  the  American 
'"arm  Bureau  Federation. 

The  Chairman.  That  is  all  you  do  ? 

itr.  Reid.  Yes,  sir. 

Senator  Smoot.  Who  is  the  director  of  it  ? 

Mr.  Reid.  Mr.  Grev  Silver.  He  ordinarily  appears  before  the- 
committees,  but  could  not  be  here  to-day. 

Senator  Moses.  What  constitutes  the  membership  of  that  organi- 
sation, Mr.  Reid  ? 

Mr.  Reid.  It  is  built  around  county  farm  bureaus.  Those  are- 
affiliated  into  State  Farm  Bureau  Federations  and  they  in  turn  into 
the  National  Farm  Bureau  Federation. 

Senator  Moses.  How  is  it  supported  ?  • 

Mr.  Reid.  It  is  supported  through  membership  fees  in  the  county^ 
farm  bureau  federations. 

The  Chairman.  How  many  members  have  you  ? 

Mr.  Reid.  Over  a  million. 

The  Chairman.  That  is  a  very  sweeping  statement.  Do  you. 
have  a  record  of  the  names  and  addresses  of  all  of  them  ? 

Mr.  Reid.  Yes,  sir. 
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The  Chairman.  Over  a  million  ? 

Mr.  Reid.  Yes,  sir. 

The  Chairman.  Can  you  produce  such  a  record  for  the  cominittr* 

Mr.  Reid.  Yes,  sir;  it  has  been  produced  recently  before  aziot:. 
committee  here  in  Congress.     I  can  not  tell  you  which  conunzt* 
that  is. 

The  Chairman.  Does  it  contain  a  million  names  ? 

Mr.  Reid.  No;  it  does  not  contain  the  names,  but  it  contains  *: 
membership  in  each  State. 

Senator  Moses.  The  way  that  is  done,  Mr.  Reid,  is  that  j  j 
membership  is  made  up  of  the  counfy  bureaus  located  in  each  Sut^ 

Mr.  Reid.  Yes,  sir. 

Senator  Moses.  And  the  county  agent  reports  to  you  the  num:*r 
of  members  in  his  coimty  bureau  ? 

Mr.  R£iD.  He  reports  to  the  State  and  the  State  reports  to  us 

The  Chairman,  when  did  you  have  your  last  meeting  of  ?■  .- 
organization  t 

Mr.   Reid.  We  had  an  executive  meeting  here  in  ApriL    T'* 
annual  meeting  Was  held  in  Indianapolis  last  November. 
1^  The  Chairman.  Who  are  the  members  of  the  executive  commit?' 
^    Mr.  Reid.  Mr.  Jamieson  of  Colorado,  Mr.  Bradfoot  of  Ohio.  M* 
Howard  of  Iowa,  Mr.  Cunningham  of  Iowa,  Mr.  Leonard  of  Hhn-*.- 
Mr.  Striving  of  New  York,  Mr.  Gore  of  West  Virginia,  and  I  can  r 
remember  offhand  the  rest  of  them.     There  are  17  or  18  of  them. 

The  Chaibman.  Were  they  all  present  at  this  meeting  ? 

Mr.  Reid.  Yes,  sir. 

Senator  Moses.  These  county  bureaus  pay  something  toward  tr 
suDDort  of  the  Federated  Bureau  ? 

Mr.  Reid.  Yes,  sir. 

Senator  Moses.  How  much  do  they  pay ! 

Mr.  Reid.  I  can  not  tell  you  offhand  what  it  is.     I  can  j^t  *  i' 
information  for  you. 

Senator  Moses.  Is  it  a  xmiform  sum  for  each  ? 

Mr.  Reid.  Yes,  sir;  it  is  a  small  sum  per  person.    Most  of  it  Z'^ 
to  the  State  work. 

ThQ  Chairman.  You  may  go  on  in  your  own  way  and  state  y  ' 
views,  Mr.  Reid. 

Mr.  Reid.  We  have  received  from  one  of  the  women  membrr^ 
the  Farm  Bureau  Federation  an  exhibit  of  dyed  stuff.     The  memK  '■ 
ship  of  the  Farm  Bureau  Federation  is  composed  not  only  of  c 
but  of  women.     You  will  recall  that  during  the  war  the  pablir  h- 
to  buy  a  material  which  was  not  dyed  with  fast  dye. 

Senator  Smoot.  You  mean  before  the  war  ? 

Mr.  Reid.  Here  is  the  exhibit.     We  can  not  ascertain  whether  t  • 
was  made  before  the  war,  during  the  war,  or  since  the  war.    <►" 
section  of  this  shirt  is  dyed  with  a  fast  dye.     Here  is  another  sc^tJ  • 
that  was  dyed  the  same  color  but  with  a  dye  that  has  faded  oo*  - 
that  you  can  only  see  it  here  on  the  hem. 

Senator  Moses.  Where  was  that  shirt  bought  ? 

Mr.  Reid.  I  can  not  tell  you,     I  only  offer  it  as  an  exhibit  of  9cta^ 
thing  that  the  consumer  does  not  want  to  have  continue. 

Senator  Moses.  But  you  received  that  from  some  person  «c"" 
where  ? 
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d>.  !Rsn>.  Yes;  but  I  can  not  tell  you  the  name  of  the  woman  that 
it  it  in. 

Senator  Moses.  Nor  the  place  from  which  it  was  sent? 
Silr.  Reh).  No,  sir;  not  offhand. 
Senator  Moses.  Was  Uiere  a  letter  accompanying  it? 
Srfr.  Kbid.  Yes,  sir. 

Senator  Mosbs.  Have  you  that  letter  with  you  ? 
Ilr.  B.BID.  No,  sir;  I  have  not  it  with  me,  but  I  will  file  it. 
Senator  Mosbs.  Do  you  remember  what  was  in  it } 
Mr.  Seid.  It  was  only  protesting  against  that  sort  of  dye  work. 
TheCHAiBMAN.  Well,  j>roceed. 

Senator  Smoot.  This  piece  of  goods  has  been  kept  in  storage  for 
lite  a  while,  apparently. 

Mr.  Reid.  The  consumer  must  have  dyes  that  are  fast,  that  will 
►Id  their  colors  when  used,  and  the  consumers,  the  farmers,  repre- 
nting  from  40  to  60  per  cent  of  the  buying  power  of  the  Nation, 
e  much  interested  in  this  proposed  bill.  They  object  to  an  embargo. 
:iey  think  it  is  un-American,  that  it  is  applied  only  in  times  of  war, 
id  that  there  is  no  need  for  continuing  it. 

Senator  Moses.  Mr.  Reid,  you  say  they  object  to  an  embargo, 
as  your  organization  taken  any  formal  action  with  reference  to 
lis  ?     Has  it  passed  any  resolution  ? 

Mr.  Rbid.  Not  a  definite  resolution  on  this  particular  item,  but 
ley  do  not  wish  to  see  a  duty  placed  upon  commodities  which  they 
)nsunie  as  not  commensurate  with  the  duty  on  agricultural  prod- 
ots,  and  there  is  no  embargo  on  any  agricultural  product  that  we 
now  of,  and  we  as  farmers  hare  not  asked  for  any. 

Senator  Curtis.  What  organization  do  you  represent? 

Mr.  Reid.  The  American  Farm  Bureau  Federation. 

Senator  Curtis.  I  wanted  to  ask  that  Question,  because  the  head 
f  the  Orange  wrote  our  committee  at  tne  last  session  protesting 
gainst  an  embargo. 

The  Chairman.  The  witness  has  been  quite  thoroughly  questioned 
«n  that  point. 

Senator  Curtis.  I  wanted  to  know  whether  he  rep'es^ited  this 
ame  organization,  because  they  have  written  protesting  against  an 
embargo. 

Senator  McLean.  Did  not  your  organize, tion  at  one  time  favor  an 
embargo  on  wool,  Mr.  Reid  ? 

Mr.  Keid.  Not  that  I  know  of.  I  do  not  think  there  is  anything 
)n  record  favoring  an  embar&o  on  wool. 

I  have  a  statement  here,  Mr.  Chairman,  that  I  would  like  to  file, 
>r  I  can  read  it. 

Senator  Moses.  Did  you  say  that  no  action  had  ever  been  taken 
by  the  federation  on  this  subject?  Just  how  do  you  happen  to  be 
here  presenting  this  case  this  morning  ? 

Mr.  Beid.  There  was  a  general  resolution  passed  on  the  tariff,  and 
that  states  that  we  are  not  in  favor  of  duties  being  placed  upon  other 
commodities  that  are  not  commensurate  with  the  duties  placed  upon 
agriculture. 

.  Senator  Moses.  In  other  words,  your  organization  is  an  organiza- 
tion of  all-around  protectionists  1 

Mr.  Reh).  Not  exactly.  We  are  not  asking  for  any  further  pro- 
tection than  the  manufacturers  obtain,  but  we  do  wish  to  have 
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justice  and  have  the  same  protection  that  the  manufactured  cv=. 
modities  have. 

Senator  Cubhs.  You  want  sufficient  protection  to  protect,  do  • 
not  ?    The  farmers  of  my  country  do. 

Mr.  Reid.  YeSy  sir.     The  embargo  is  the  instrument  which  ▼ 
object  to.     We  beheve  you  can  formulate  duties  on  the  dye8taff^  t'^ 
are  the  most  high-priced;  that  is,  those  that  contain  ihe  most  briliiA. 
colors  and  are  me  most  expensive,  and  obtain  adequate  results.     T!- 
f armers  are  interested  in  indico,  for  instance.    They  probably  are  :: 

greatest  consumers  of  overalls  and  denims  and  caUcoes,  and  an  «=. 
ar^o  on  indigo  undoubtedly  would  residt  in  a  greatly  increased  vai 
of  tne  product,  that  is  of  the  dyed  product. 

Senator  Moses.  Do  you  know  wnether  any  resolutions  have  b^: 
passed  by  your  county  or  State  organizations  in  connection  with  t:. 
matter  ? 

Mr.  Reid.  Not  in  connection  with  the  embargo. 

Senator  Moses.  Have  the  resolutions  adopted  by  all  of  your  orv&L. 
zations  been  of  the  same  general  character  as  this  of  which  you  iut 
spoken  ? 

Mr.  Reid.  Yes,  sir. 

Senator  Moses.  Was  this  adopted  at  the  annual  meeting  at  Indjav 
apolis  ? 

Mr.  Reid.  It  was  adopted  at  the  meeting  here  in  ApriL  I  ca: 
not  recall  whether  it  was  also  reported  at  the  annual  meeting  ^ 
Indianapolis  or  not.  I  shall  be  glad  to  file  a  statement  of  tL.-« 
resolutions  affecting  the  tariff. 

The  Chaibman.  The  brief  statement  that  you  have  in  your  hti»: 
will  be  printed  in  the  record  as  a  part  of  your  remarks. 

Senator  McLean.  Just  one  question.     You  want  fast  dyes ' 
.  Mr.  Reid.  We  certainly  do. 

Senator  McLean.  I  imderstand  that  you  do  not  know  anvtbir^ 
about  dyes  yourself  ? 

Mr.  Reid.  No,  sir;  I  am  not  a  dye  specialist. 

Senator  McLean.  Do  you  know  anything  about  the  producu  o 
of  indigo  dyes  in  this  country  ? 
.  Mr.  Reid.  No;  I  can  not  tell  you  anything  about  that. 

(The  brief  submitted  by  Mr.  Reid  is  here  printed  in  full,  as  foU*»w* 

WHY  AN   EMBARGO   UPON   COAL-TAR  PRODUCTS   WOULD  BE   HARMTUL  TO  TVS   fAttl* 

AND     TO     AGRICULTURAL     INTERESTS     IN     GENERAL. 

[By  The  American  Farm  Bureau  Fedenttoo.] 

1.  The  embargo  is  an  unique  and  extraordinary  method  of  protecting  ao  ia«i  j<r 
business  or  trade,  only  to  be  adopted  in  war  times,  or  times  of  national  pml  d  nar;  - . 
emergency,  and  then  only  very  reluctantly,  and  is  never  justifiable  in 
peace  times. 

2.  ^\jQ  embargo  is  ethically  wrong  and  unsound,  inasmuch  as  by  its  xery  u 
must  favor  and  upbuild  the  class  industry,  trade  and  businese,  and  the  set 
therein  concerned.     It  protects  at  the  exi)enpe  of  all  other  claase',  biwi 
groups  of  men. 

3.  The  farmer  has  been  discriminated  against  in  favor  of  manute'-turiiv  tr.t'«^ 
enough  as  it  is,  without  re-sorting  to  this  most  unusual  and  extraordinary  mri:  • 
prote  tion,  which  can  only  add  to  his  ])urden. 

4.  The  embargo  would  greatly  injure  the  farmer  by  hurting  the  market  f  - 
goods  and  products,  inasmuch  as  the  great  bulk  of  indiisto'  *^  Uiom  emf 
therein  would  be  discriminated  against  and  injured  by  the  embarira,  whkis  v* 
benefit  only  a  comparatively  small  and  select  class.     This  small  vUim,  thus  hesi^- 
only  consumes  a  small  portion  of  the  farmer's  products,  while  the  larger  riam  in,  - 
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the  embargo  would  thus  have  a  part,  at  least,  of  their  buying  power  taken  from 
sm. 

^.  The  exnbaigo  injures  the  farmer  directly  by  increasing  the  costs  of  the  goods 
dch  the  farmer,  his  family,  and  his  helpers  use.  The  embargo  will  most  greatly 
ect  the  cost  and  selling  price  of  the  cheaper  grades  of  cloths  and  textiles,  such  as 
nima  and  calicos,  extensively  used  by  the  farmer  and  on  the  farm,  which  are  dyed 

indigo.  Indigo  should  be  one  of  the  cheapest  of  the  dyes  and  comparatively  is; 
it  the  cheaper  the  dye — ^that  is,  the  lower  the  price,  the  more  it  costs  and  the  higher 
e  price,  if  an  embargo  is  placed  upon  any  competition.  S>Tithetic  indigo  before 
e  war  sold  in  this  country  at  from  13  to  16  cents  a  pound.  Up  to  a  short  time  ago  it 
uld  not  be  purchased  for  lees  than  70  cents,  and  was  even  75  cents.  Even  now  it  is 
cents,  proMbly  brought  about  by  the  agitation  against  the  bill.  Jt  takes  10  pounds 
indigo  to  dye  100  pounds  oi  cotton  goods.  At  50  cents  a  pound  for  indigo,  this 
ftkes  5  cents  a  pound.  When  cotton  wss  selling  at  40  cents  a  pound  this  did  not 
ftke  such  a  difference;  but  with  cotton  at  10  to  12  cents  a  pound,  the  price  of  indigo 
I  to  60  or  70  cents  a  pound  makes  a  very  material  difference  in  the  selling  price  of 
tton  goods.  During  the  war  synthetic  indigo  was  put  to  $1.25  a  pound. 
6.  Finally,  if  anybody  in  this  country  is  entitled  to  am  enbaigo  who  can  show  a 
itter  cause,  or  who  is  entitled  to  precedence  over  the  farmer?  Who  is  up  against 
irder  conditions  or  greater  competition? 

TATEMENT  OF  HS.  B.  T.  BUSH,  OF  147  WAVEBLY  PLACE 
FEW  TOBK,  BEPBESENTIHG  THE  AHTOIHE  CHIBIS  CO. 

The  Chaibman.  Mr.  Bush,  will  you  slate,  for  the  record  your  full 
lame? 

Mr.  Bush.  B.  T.  Bush. 

The  Chaibman.  Where  do  you  reside  ? 

^Ir.  Bush.  My  business  is  in  New  York  City. 

The  Chaibman.  What  is  your  business,  Mr.  Bush? 

Mr.  Bush.  The  essential  oil  and  aromatic  chemical  business. 

The  Chaibman.  Are  you  in  business  yourself  or  do  you  represent 
iome  company  ? 

Mr.  Bush.  I  am  the  president  of  the  Antoine  Chiris  Co. 

The  Chaibman.  Where  is  that  company  located  ? 

Mr,  Bush.  The  factory  is  located  at  Delawanna,  N.  J. 

The  Chaibman.  Will  you  state  briefly  to  the  conmiittee  your 
views  on  this  matter  ? 

Mr.  Bush.  Gentlemen,  I  appear  here  in  the  interest  of  our  business 
and  not  to  associate  it  with  other  business,  but  to  try  and  show  you 
how  closely  we  are  associated  with  other  manufacturers  of  chemicals. 
In  ovx  particular  line  we  manufacture  aromatic  chemicals.  They 
are  embraced  in  paragraphs  25  and  26  particularly.  These  chemicals 
are  manufactiu'ed  from  coal-tar  chemicals.  We  are  forced  to  pur- 
chase our  coal-tar  chemicals  from  the  manufacturers  in  this  country 

First,  I  would  like  to  ask  your  permission  to  contradict  the  evi- 
dence which  has  been  submitted  to  you  relative  to  the  quality  of 
American  aromatic  chemicals.  This  statement  is  not  based  on  facts. 
For  example,  a  short  time  ago — I  believe  it  was  on  June  30 — a  state- 
ment was  made  before  your  hearings  that  all  the  chemicals  in  par- 
agraph 26  manufactured  in  tnis  country  were  not  of  a  suitable  quality 
for  tneir  consumption.  Now,  such  a  statement  is  absolutely  w^rong. 
All  of  those  products  have  been  manufactured  in  this  country  and 
have  been  manufactured  successfully  and  of  a  quality  that  comorms 

to  standards  set  forth  in  our  business  heretofore.     At  the  same  time 

a  statement  was  made  th^t  no  artificial  musk  is  being  made  here. 

Artificial  musk,  as  you  know,  is  manufactured  here,  but  only  in  small 

quantities,  and  I  admit  not  of  a  sufficient  quantity  for  the  American 
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requirements.  But  it  is  only  a  matter  of  a  few  months.  Just  as  m> 
as  our  company  can  be  assured  that  we  will  receive  ample  protect  r 
to  manufacture  that  product  and  put  more  money  m  it,  we  f_ 
manufacture  artificial  musk  successfully.  It  is  manufacturt<  z 
America  and  it  can  be  manufactured  at  a  price  tik&t  the  Amerv-t: 
consumer  can  afford  to  pay  for  it. 

Senator  §mc)ot.  A  protective  tariff,  if  we  ^ve  you  a  sufficient  ri*- 
will  allow  you  to  manufacture  the  article,  will  it  not? 

Mr.  Bush.  I  beg  your  pardon,  Senator. 

Senator  Smoot.  If  we  give  you  a  sufficient  protective  rate  in  ti 
bill,  it  will  allow  you  to  manufacture  that  article,  will  it  not  ♦ 

Mr.  Bush.  Certainly,  if  you  will  give  us  a  sufficient  rate  it  i.. 
allow  us  to  manufacture  that  particular  article. 

Senator  McLean.  What  would  be  a  sufficient  rate? 

Mr.  Bush.  It  is  difficult  to  say  at  the  present  time  because  wi- : 
not  know  what  eventually  our  yields  will  be.    We  are  dependent  •-- 
'  tirely  upon  the  raw  materials  and  we  can  not  tell  now  what  the  pr*  ^ 
of  those  will  be. 

Senator  Smoot.  With  the  American  valuation  and  a  fair  ttu 
interest  you  will  not  be  alarmed  ? 

Mr.  Bush.  On  that  particular  article  with  a  fair  rate  of  datT  * 
will  be  sufficient  to  protect  us.  I  need  to  refer  you  only  back  to  :!-• 
time  when  the  patents  on  that  article  were  controlled  abroad 

Senator  MoLean.  You  say  a  fair  rate  of  duty  and  an  Amenni 
valuation  would  protect  you  ? 

Mr.  Bush.  Yes,  sir. 

Senator  McLean.  You  also  say  that  at  this  time  it  is  imposit.'- 
to  tell  what  that  rate  would  be  ? 

Mr.  Bush.  Yes. 

Senator  McLean.  Owing  to  the  cost  of  manufacture  ? 

Mr.  Bush.  Yes. 

Senator  McLean.  I  would  assimie,  then,  that  aometliing  in  t!' 
nature  of  an  embargo  would  be  necessary  if  you  are  to  continot  * 
manufacture  musk. 

Mr.  Bush.  It  would  be  better  for  us,  of  course,  but  I  answer  t<  - 
question  as  a  definite  point. 

Regarding  this  question  of  artificial  musk,  in  the  year  about  l^ 
artificial  musk  was  sold  in  this  country  at  $1,600  a  pound.  It  «ii 
then  controlled  by  a  German  patent,  you  imderstana.  A  fev  ytt:^ 
later  they  reduced  it  to  $800  a  pouna.  Then  after  the  patent  lu: 
expired  it  was  reduced  to  $20  a  poimd  and  to-day  the  American  ct£' 
siuners  can  buy  that  product  at  $5  a  pound. 

Senator  Moses.  How  much  are  you  making  ? 

Mr.  Bush.  I  am  not  making  a  sufficient  quantity  to  supply  the  tnc- 
as  yet. 

Senator  Smoot.  How  much  is  required  to  supply  the  Amencc 
market  ? 

Mr.  Bush.  I  can  not  tell  you  in  exact  figiu^es  at  the  preeent  tinK 

Senator  Smoot.  How  much  do  you  make  I 

Mr.  Bush.  We  manufacture  about  15  pounds  a  month  at  ti/ 
present  time. 

Senator  Smoot.  That  is  180  poimds  a  year. 

Mr.  Bush.  Yes.    Only  in  a  semicommereial  way. 
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Senator  Smoot.  What  are  you  selling  it  at  ? 
Mr.  BcrsH.  S4.85  to  t5  a  pound. 
Senator  Smoot.  Is  Gennany  underselling  you  ? 
Mr.  Bush.  Not  at  the  present  time.    We  are  not  getting  it  in.    It 
an  be  gotten  in  under  license,  of  course. 

Senator  Smoot.  Do  you  know  what  Germany  is  selling  it  to 
Sngland  fori  ^ 

Mr.  Bush.  I  do  not,  but  they  are  selling  it  to  Prance  for  the 
quivalent  in  our  money  of  about  $3.12  a  poimd. 

Senator  Smoot.  If  you  are  protected  on  that  basis  you  would  feel 
)erfectly  safe,  would  you  not  1 

Mr.  Bush.  It  depends  entirely  on  whether  Germany  can  manu- 
actnre  at  a  lower  price  than  we  can.  Their  prices  for  the  various 
countries  are  so  different  that  it  is  quite  impossible  to  tell  what 
;hey  can  sell  it  for. 

Ssnator  Smoot.  Do  you  think  they  can  manufacture  it  at  a  price 
i^hat  ^would  enable  them  to  sell  it  at  less  than  $3  a  pound  ? 

Mr.  Bush.  I  presume  that  they  can.    As  to  the  question  of  their 
raw  materials,  i  have  made  arrangements  and  will  get  for  you,  if  you 
50  wish,  a  list  of  the  raw  materials  and  prices  affecting  our  products 
that  can  be  purchased  in  Germany  at  the  present  time. 
Senator  Smoot.  Is  anybody  else  making  it  in  the  United  States  ? 
Mr.  Bush.  Yes;  I  believe  one  or  two,  but  only  in  a  small  way. 
Senator  Moses.  Have   they  gone   beyond   the  laboratory  stage 
with  it  ? 

Mr.  Bush.  I  doubt  if  they  have  on  account  of  the  lack  of  a  sufficient 
quantity  to  offer. 

Senator  Smoot.  You  have  some  idea  of  the  amount  that  is  manu- 
factured in  the  United  States,  have  you  not  ? 

Mr.  Bush.  I  have  some  idea  about  it.  I  believe  that  1,000  pounds 
per  month  would  cover  the  requirements  of  the  United  States. 

Senator  Smoot.  Have  you  any  difficulty  in  securing  your  raw 
materials  in  the  United  States  ? 
Mr.  Bush.  At  the  present  time  ? 
Senator  Smoot.  Yes. 

Mr.  Bush.  For  the  musk  it  has  been  a  question  of  finding  a  purified 
product.  The  raw  material  affecting  musk  is  isobutyl  toluol  or 
xylol.  It  is  a  question  of  getting  a  pure  product  here,  and  it  is  a 
question  of  gettmg  a  sufficient  quantity.  There,  again,  we  have  to 
go  to  the  cod-tar  chemical  industry. 
Senator  McLean.  Well,  it  can  be  had  in  this  country  ? 
Mr.  Bush.  It  can  be  had  in  this  country,  yes;  but  they  probably, 
like  ourselves,  are  waiting  for  the  time  wnen  they  are  assured  of  a 
reasonable  protection,  so  they  can  put  their  money  in  the  business 
and  deliver  and  proceed  to  produce. 

Senator  Moses.  Have  they  not  had  an  absolute  embargo  for  seven 
years? 

Mr.  Bush.  The  only  embargo  that  they  have  had — and  you  know 
how  indefinite  it  has  been  heretofore — expires  August  28,  and,  of 
course,  you  gentlemen  can  decide  the  future  of  that  now. 

Senator  Moses.  Since  the  1st  of  August,  1914,  up  to  August,  1921, 
they  have  had  a  free  hand  in  the  marKet,  have  they  not  ? 

Mr.  Bush.  As  you  look  back  at  it  now.  But  you  know  any  busi- 
ness man  at  that  time  did  not  know  when  the  war  was  going  to  cease, 
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and  they  were  engaged  particularly,  as  we  were,  in  what  we  call  more 
of  the  necessities.  Our  factory  was  started  since  the  war,  and  a  greit 
deal  of  our  time  was  given  up  to  the  manufacture  of  drugs  in  thii 
country. 

Senator  Moses.  When  did  you  first  begin  making  artificial  musk  I 

Mr.  Bush,  About  six  montns  ago. 

Senator  Smoot.  You  do  not  thmk  the  question  of  artificial  miok  1 
is  of  sufficient  importance  to  the  United  States  to  place  an  embaigo 
upon  the  manufacture  of  two  hundred-odd  million  pounds  of  dy»- 
stuffs  and  chemicals  and  drugs,  do  you  ? 

Mr.  Bush.  Senator,  I  do  not  know  about  the  dyestuff  businok 
I  have  quite  enough  to  do  to  learn  something  of  my  own,  but  I  can  ; 
not  see  now  they  can  exist  imless  they  can  get  the  benefit  of  all  of  i 
these  chemical  industries  just  the  same  as  Germany  and  other 
countries  have.     It  is  our  industry  that  is  a  part  of  them  and  la 
important  part  of  them. 

Senator  Moses.  You  do  not  take  the  position  that  it  is  impossihie 
to  frame  a  tariff  protection  that  will  afford  you  relief,  do  you  f 

Mr.  Bush.  No,  sir;  but  I  take  the  position  that  it  would  be  seem- 
ingly unfair  to  the  consumers  of  this  country  if  you  could  give  us  at 
the  present  time  sufficient  tariff  protection — what  you  would  ciB 
direct  tariff  protection — because 

Senator  Simmons.  What  difference  do  you  make  between  seem- 
ingly unjust  and  actually  unjust  ?  If  that  would  be  seemingly  unjust, 
what  you  are  asking  would  be  actually  unjust. 

Mr.  Bush.  That  depends  upon  which  way  you  look  at  it. 

Senator  Smoot.  You  are  a  manufacturer  oi  artificial  musk.  If  m 
put  a  specific  duty  on  artificial  musk  of  $2  a  pound,  American  valui- 
tion,  it  would  not  be  very  hard  to  protect  your  industry,  would  it  ? 

Mr.  Bush.  No;  but,  on  the  other  hand,  just  as  soon  as  we  are  able 
to  find,  as  other  countries  have  found,  how  to  utilize  the  youD^meft 
and  to  better  our  processes — now,  mind  you,  you  are  speakmgof 
artificial  musk ;  we  manufacture  42  different  products  along  the  sam« 
line — it  would  be  an  injustice  to  the  American  consumer  to  have  thit 

f)rotection;  a  smaller  protection  at  that  time  would  do,  but  hof 
one  before  we  can  get  along  with  a  smaller  protection  is  a  question. 
With  the  proper  protection  it  is  only  a  matter  of  a  short  time  before 
we  can  utilize  our  efforts  and  be  able  to  produce  these  products  equil 
to  the  strength  and  cost  of  other  countries,  compared,  of  course,  vith 
the  labor  and  the  exchansje  and  the  various  conditions  under  whiA  j 

CD  I 

we  have  to  work. 

Senator  Moses.  Can  you  estimate  what  that  period  would  be  I 
Mr.  Bush.  It  is  fair  to  assume  that  three  to  four  years'  protection  ' 
would  help  us.     To  sliow  you  our  business  with  a  little  keener  insigto  ' 
I  will  take,  for  example,  the  factory  with  which  we  became  asscoialed  ^ 
about  a  year  ago  in  Bayonne,  N.  J.     They  were  manufacturing  in  ■ 
article  there  called  diphenyloxido.     The  same  chemist  that  manib 
factured  it  there  successfully  came  to  Delawanna  to  manufacture  it  in 
our  factory.     We  took  the  same  stills  and  the  same  apparatus  and 
the  same  chemist,  and  when  he  arrived  in  our  factory  it  was  four' 
months  before  he  could  produce  it.     We  found  that  it  was  a  question 
of  a  minute  particle  of  water  getting  into  it  or  some  leak  in  a  condenser 
or  something  that  went  wrong.     It  is  constantly  a  question  of  yields, 
but  graduany  we  are  utilizing  time  and  expense  lor  the  benefit  oC 
our  jicJds. 
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Senator  Simmons.  Does  not  every  industry  in  this  country,  start- 
ng  from  the  very  bottom,  have  to  deal  with  difficulties  of  the  char- 
icter  that  you  "have  mentioned? 

Mr.  Bush.  Not  only  industries,  Senator,  but  we  ourselves.  We 
all  have  to  deal  with  difficulties. 

Senator  Simmons.  You  ought  not  to  tax  the  American  people 
because  of  the  difficulties  in  the  manufacture  of  any  product  or  the 
production  of  any  product.  The  difficulties  that  you  are  com- 
plaining about  ana  advancing  here  as  a  reason  that  you  should  have 
tn  embargo  and  a  high  tarin  are  difficulties  that  are  common  to  all 
the  industries  of  this  country  and  all  the  activities  of  mankind  here 
«nd  everywhere. 

Mr.  Bush.  But  what  does  it  amount  to  with  those  using  oiu*  goods  ? 
It  amoimts  to  very  little. 

Senator  Simmons.  You  have  no  more  right  to  pass  onto  the  people 
of  this  country  a  small  gratuity  for  yourself  tnan  you  have  a  big 
STatuity  for  yourself. 

Mr.  Bush.  No;  neither  do  I  say  that  the  other  consuming  in- 
lustries  of  the  coimtry  have  a  right  to  pass  it  on  to  us. 

Senator  Simmons.  This  matter  of  a  aye  in  a  coat  is  very  insignifi- 
ant,  and,  therefore,  coat  wearers  of  this  country  ought  not  to  object 
burden  bein^  put  on.     It  does  not  appeal  to  me  at  all. 

Senator  McLean.  You  are  taking  $400,000,000  out  of  the  Treasury 
ow  for  the  purpose  of  maintaining  the  price  of  cotton. 

Senator  Simmons.  We  are  not  doing  anything  of  the  kind.  We 
re  loaning  the  farmers,  the  producers  of  the  product,  and  you  propose 
:>  loan  the  railroad,  the  distributors  of  the  product,  several  tunes 
bat. 

Senator  McLean.  That  is  because  it  is  a  debt. 

Senator  Simmons.  It  is  a  debt  in  both  cases.  The  Government  is 
lot  contributing  any  money  to  the  farmer  any  more  than  it  is  to  the 
ailroads. 

Senator  McLean.  We  will  argue  that  somewhere  else. 

Senator  Simmons.  We  have  argued  it  on  the  floor  of  the  Senate  and 
ve  will  argue  it  again. 

Senator  McLean.  But  when  the  gentleman  is  opposed  to  the  pro- 
tection and  frankly  says  when  he  drew  the  Underwood  Act  that  it 
eliminated  the  cost  of  production  abroad  and  that  the  cost  of  pro- 
iuction  abroad  was  repudiated  in  framing  the  act,  it  does  not  seem 
to  me  that  his  argument  at  this  time  is  very  appealing. 

Senator  Simmons.  I  did  not  catch  the  first  part  of  triat  statement. 
[  \^ill  ask  the  Senator  to  repeat  the  first  part  of  the  question. 

Senator  McLean.  I  say  the  gentleman  who  is  responsible  for 
raming  the  Simmons-Undervvood  Act  frankly  stated  on  the  floor  of 
he  Senate  that  the  theory  of  equalizing  the  cost  of  production  in 
his  country  and  abroad  was  repudiated  in  framing  tnat  tarifT.  I 
ay  that  his  argument  hero  does  not  appeal  to  nio. 

Senator  Simmons.  I  do  not  know  to  whom  you  refer. 
The  Chairman.  Would  it  not  be  well  to  hear  the  witness  i 
Mr.  Bush.  Senator,  coming  back  to  your  point  again,  we  are  an 
idustry,  you  must  admit  a  legitimate  industry.  We  have  tried, 
id  the  records  prove  it,  to  give  to  the  people  the  best  quality  of 
K)ds  we  could  and  at  the  best  price.  We  have  employed  in  our 
ant  21  chemists,  American  boys,  no  foreign  people  being  employed 
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and  they  were  engaged  particularly,  as  we  were,  in  what  we  call  mc^- 
of  the  necessities.  Oiir  factory  was  started  since  the  war,  and  a  ptt* 
deal  of  our  time  was  given  up  to  the  manufacture  of  drugs  in  tt- 
country. 

Senator  Moses.  When  did  you  first  b^in  making  artificial  moat 

Mr.  Bush.  About  six  montns  a^o. 

Senator  Smoot.  You  do  not  thmk  the  question  of  artificial  mu^i 
is  of  sufficient  importance  to  the  United  States  to  place  an  embftrr 
upon  the  manufacture  of  two  hundred-odd  million  pounds  of  dv- 
stuffs  and  chemicals  and  drugs,  do  you  ? 

Mr.  Bush.  Senator,  I  do  not  know  about  the  dyestuff  businfs- 
I  have  quite  enough  to  do  to  learn  something  of  my  own»  but  I  ra: 
not  see  now  the^  can  exist  imless  they  can  get  the  benefit  of  all  ' 
these  chemical  industries  just  the  same  as  Germany  and  oiir: 
coimtries  have.  It  is  our  mdustry  that  is  a  part  of  them  and  l: 
important  part  of  them. 

Senator  Moses.  You  do  not  take  the  position  that  it  is  impos^ii'-- 
to  fratne  a  tariff  protection  that  will  afford  you  relief,  do  you  i 

Mr.  Bush.  No,  sir;  but  I  take  the  position  that  it  would  be  s^^t*.- 
ingly  unfair  to  the  consumers  of  this  country  if  you  could  give  u>  . ' 
the  present  time  sufficient  tariff  protection — ^what  you  would  <i 
direct  tariff  protection — ^because 

Senator  Simmons.  What  difference  do  you  make  between  '«et»:.'.- 
ingly  unjust  and  actually  unjust  ?     If  that  would  be  seemingly  unju-: 
wnat  you  are  asking  would  be  actually  unjust. 

Mr.  Bush.  That  depends  upon  which  way  you  look  at  it. 

Senator  Smoot.  You  are  a  manufacturer  of  artificial  musk.  If  w- 
put  a  specific  duty  on  artificial  musk  of  S2  a  pound,  American  valui- 
tion,  it  would  not  be  very  hard  to  protect  your  industry,  would  it ' 

Mr.  Bush.  No;  but,  on  the  other  hand,  just  as  soon  as  we  are  at-  * 
to  find,  as  other  countries  have  found,  how  to  utilize  the  young  ni**- 
and  to  better  our  processes — now,  mind  you,  you  are  speakuur  • 
artificial  musk;  we  manufacture  42  different  products  along  the  iam- 
line — ^it  would  be  an  injustice  to  the  American  consiuner  to  have  ih.' 

f)rotection;  a  smaller  protection  at  that  time  would  do.  but  h"» 
ong  before  we  can  get  alon^  with  a  smaller  protection  is  a  qutsti"' 
With  the  proper  protection  it  is  only  a  matter  of  a  short  time  bof"'' 
we  can  utilize  our  efforts  and  be  able  to  produce  these  produrb»  e*M*- 
to  the  strength  and  cost  of  other  countries,  compared,  of  couree,  «  - 
the  labor  and  the  exchange  and  the  various  conditions  under  wlu  ' 
we  have  to  work. 

Senator  Moses.  Can  you  estimate  what  that  period  would  b«*  i 
Mr.  Bush.  It  is  fair  to  assume  that  three  to  four  years'  proU^'J"' 
would  help  us.     To  show  you  our  business  with  a  little  keener  in^u:  • 
I  will  take,  for  example,  the  factory  with  wliich  we  became  ass<*nia:oi 
about  a  year  ago  in  Bayonne,  N.  J.     They  were  manufactunn;  *•' 
article  there  called  diphenyloxide.     The  same  chemist  that  manu- 
factured it  there  successfully  came  to  Delawanna  to  manufacture  it  ' 
our  factory.     We  took  the  same  stills  and  the  same  apparatus  A^ 
the  same  chemist,  and  when  he  arrived  in  our  factory  it  wa?  f'i' 
months  before  he  could  produce  it.     We  found  that  it  was  a  quesi-"- 
of  a  minute  particle  of  water  getting  into  it  or  some  leak  in  a  cond^T.-'' 
or  something  that  went  wrong.     It  is  constantly  a  Question  of  yi«»««l* 
but  gradually  we  are  utilizing  time  and  expense  for  the  l>enefii 
our  yields. 


TABIFF — ^DYES  EMBABGO.  659 

Senator  Simmons.  Does  not  every  industry  in  this  country,  start- 
ng  from  the  very  bottom,  have  to  deal  with  diflSculties  of  the  char- 
icter    tliat  you  nave  mentioned? 

Mr.  Bush.  Not  only  industries,  Senator,  but  we  ourselves.  We 
ill  have  to  deal  with  difficulties. 

Senator  Simmons.  You  ought  not  to  tax  the  American  people 
because  of  the  difficulties  in  the  manufacture  of  any  product  or  the 
production  of  any  product.  The  difficulties  that  you  are  com- 
plaining about  ana  aavancing  here  as  a  reason  that  you  should  have 
an  embargo  and  a  high  tariff  are  difficulties  that  are  common  to  all 
the  industries  of  this  country  and  all  the  activities  of  mankind  here 
and  everywhere. 

Mr.  BxjisH.  But  what  does  it  amount  to  with  those  using  oiu*  goods  ? 
It  amounts  to  very  little. 

Senator  Simmons.  You  have  no  more  right  to  pass  onto  the  people 
of  this  country  a  small  gratuity  for  yourself  than  you  have  a  big 
gratui^  for  yourself. 

Mr.  6usH.  No;  neither  do  I  say  that  the  other  consuming  in- 
dustries of  the  country  have  a  right  to  pass  it  on  to  us. 

Senator  Simmons.  This  matter  of  a  dye  in  a  coat  is  very  insignifi- 
cant, and,  therefore,  coat  wearers  of  this  country  ought  not  to  ODJect 
a  burden  being  put  on.     It  does  not  appeal  to  me  at  all. 

Senator  McLean.  You  are  taking  $400,000,000  out  of  the  Treasury 
now  for  the  purpose  of  maintaining  the  price  of  cotton. 

Senator  Simmons.  We  are  not  doing  anything  of  the  kind.  We 
are  loaning  the  farmers,  the  producers  of  the  product,  and  you  propose 
to  loan  the  railroad,  the  distributors  of  the  product,  several  tunes 
that. 
Senator  McLhan.  That  is  because  it  is  a  debt. 
Senator  Simmons.  It  is  a  debt  in  both  cases.  The  Government  is 
not  contributing  any  money  to  the  fanner  any  more  than  it  is  to  the 
railroads. 

Senator  McLean.  We  will  argue  that  somewhere  else. 
Senator  Simmons.  We  have  argued  it  on  the  floor  of  the  Senate  and 
we  will  argue  it  again. 

Senator  McLean.  But  when  the  gentleman  is  opposed  to  the  pro- 
tection and  frankly  says  when  he  drew  the  Underwood  Act  that  it 
eliminated  the  cost  of  production  abroad  and  that  the  cost  of  pro- 
duction abroad  was  repudiated  in  framing  the  act,  it  does  not  seem 
to  me  that  his  argument  at  this  time  is  very  appealing. 

Senator  Simmons.  I  did  not  catch  the  first  part  of  that  statement. 
1  will  ask  the  Senator  to  repeat  the  first 'part  of  the  question. 

Senator  McLean.  I   say   the  gentleman  who  is  responsible  for 
framing  the  Simmons-L^nderwood  Act  frankly  stated  on  the  floor  of 
the  Senate  that  the  theory  of  equalizing  the  cost  of  production  in 
this  country  and  abroad  was  repudiated  in  framing  that  tariff.     I 
say  that  his  argument  here  does  not  appeal  to  me. 
Senator  Simmons.  I  do  not  know  to  whom  you  refer. 
The  Chaibman.  Would  it  not  be  well  to  hear  the  witness  ? 
Mr.  Bush.  Senator,  coming  back  to  your  point  again,  we  are  an 
industry,  you  must  admit  a  legitimate  industry.     We  have  tried, 
and  the  records  prove  it,  to  give  to  the  people  the  best  quality  of 
goods  we  could  and  at  the  best  price.     We  have  employed  in  our 
plant  21  chemists,  American  boys,  no  foreign  people  being  employed 
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in  our  plant.  Not  one  of  those  chemists  knew  our  industry  when  :  - 
came  to  us. 

Senator  Simmons.  I  have  great  sympathy  with  the  dyestun* 
industry. 

Mr.  Bush.  I  am  not  in  the  dyestuff  industry,  Senator. 

Senator  Simmons.  If  you  will  ask  something  reasonable  upon  ti- 
theory  even  of  the  Republican  protective  system,  I  shall  help  you. 

Mr.  Bush.  I  realize  that.  The  perfumery  industry  aitd  ererr 
industry  consuming  chemicals  come  to  you  and  state  thAt  eh^r 
want  this  aromatic  chemical  business  protected  because  they  kn-v 
we  hare  given  them  the  proper  qualities;  that  we  have  given  thfs: 
the  proper  prices  during  the  war,  and  that  they  have  all  been  pivj- 

Serous  uncfer  the  American  manufacture  of  aromatic  chemicA.- 
►ut  they  now  say,  '^We  want  them  protected  in  our  way."  Th«=; 
do  not  know  our  industry;  they  are  not  working  day  and  night  *• 
we  are  in  it;  we  are  in  a  small  industry  here,  and  I  think  you  rer>c- 
nize,  that  while  we  are  a  small  industry  we  are  a  very  imporur: 
part  of  the  chemical  industry  of  this  country  as  a  whole.  I  am  n  * 
m  the  dyestuflf  industry,  as  I  stated  before.  You  were  not  hef» 
Senator  Simmons,  ^en  I  mentioned  the  line  of  my  business.  ^^' 
manufacture  aromatic  chemicals,  but  we  manufacture  produ'*:* 
where  we  can  consume  the  chemicals  that  are  by-producta.  Tt-? 
benzyl  chloride.  We  use  that  in  ton  lots.  I  made  a  list  of  12  or  l- 
of  our  products  that  are  dependent  on  benzyl-chloride.  We  can  n-  * 
produce  those  articles  without  benzyl-chloride,  and  yet  if  you  f(»r  * 
us  to  go  to  Europe  to  buy  that  benzyl-chloride  they  can  not  ship  / 
here. 

Senator  Smoot.  Benzyl  chloride  can  be  taken  care  of  beyond  ttv 
question  of  a  doubt  by  a  rate  of  duty,  and  it  will  be  taken  care  of.  *^ 
what  is  the  use  of  arguing  that  question  ? 

Mr.  Bush.  That  is  quite  true,  Senator;  but  I  want  to  brin£  fr-r- 
ward  one  point  here,  and  that  is  that  we  can  not  import  it.  U  can 
only  be  shipped  here  in  glass.  Can  we  ship  it  in  in  pound  bottler.  ^' 
glass,  and  use  it  in  our  manufacture  and  give  the  people  the  qiulu^ 
and  the  price  they  want  to  pay  without  the  people  leeling  that  we  txt 
robbing  them? 

Senator  Simmons.  I  think  I  recognize  as  well  as  you  do,  who  w 
connected  with  the  dye  industry,  the  immense  imprtance  of  iJu* 
industry  to  this  countrv,  and  I  want  to  see  it  developed.  I  think  ^ 
has  been  very  largely  developed.  I  want  to  see  it  developed  mor». 
and  I  am  willing  to  do  for  that  industry  what  I  would  probablv  n**. 
be  willing  to  do  for  any  other  industry  in  this  country. 

Mr.  Bush.  I  appreciate  that.  Senator. 

Senator  Simmons.  When  the  matter  of  the  emergency  tariff  w»»  up 
I  made  a  speech  upon  the  floor  of  the  Senate  advocating  the  exieft*'« 
of  that  embargo  for  six  months.  We  afterwards  reduced  i  t  to  ihn< 
months.  I  did  it  because  I  wanted  to  protect  you  until  we  o^ 
have  an  opportunity  to  frame  a  tariff  bul  and  give  that  prolfcti'^ 
through  the  ordinary  methods  of  imposing  upon  the  proaucts  fO^« 
duties  as,  after  investigation,  were  found  to  be  necessary  to  help  thi^ 
infant  industry — for  1  think  it  is  an  infant  industry.  It  is  aboot 
four  or  five  years  old,  practically. 

Mr.  Bush.  It  is,  Senator. 
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Senator  Simmoks.  But  you  axe  coming  here  now  and  asking  that 
hat  enibam>  should  be  made  pennanent,  and  I  say  that  that  is  an 
mreasonable  proposition.  You  do  not  ask  that  it  be  made  perma* 
lent,  but  extended  for  four  or  five/  years,  when  we  can  have  an 
>pportiinity  to  deal  with  it  in  the  usual  way.  I  think  it  ought  to 
>e  ddalt  with  in  the  usual  wav.  You  have  not,  to  my  mind,  shown 
iuj  reason  why  you  can  not  deal  with  it  in  the  usual  way. 

Senator  MoLbak.  England,  which  has  been  a  free^trade  country 
or  nearly  a  century^  has  foulid  it  necessary  to  deal  with  it  by  an 
^^lbargo. 

Senator  SnofONS.  I  do  not  think  we  are  compelled  to  do  over  here 
everything  liiat  En^and  does.    England  has  never  had  a  protective 
tariff,  as  we  hare  over  here  and  as  you  are  preparing  to  further  install. 
Mr.  Bush.  Even  the  protective  tariff  that  we  are  supposed  to  have 
did  not  y^ve  the  chemical  industry  until  the  war  gave  us  an  embargo. 
Senator  SnofONS.  I  do  not  know  so  much  about  that. 
The  Chairman.  They  got  pretty  nearly  all  they  asked  for. 
Senator  Simmons.  I  do  know  that  before  we  placed  an  embargo 
upon  it  during  the  war  you  came  to  Congress  through  your  represent 
tatives  and  asked  the  Democratic  Party — known  not  to  be  a  protec- 
tion  party — to  increase  the  duties  imposed  in  the  Underwood  tariff 
bill,  and  you  said  if  we  would  do  thatr— -that  was  hiefore  we  had  these 
acute  war  conditions — ^it  would  take  care  of  joUy  and  you  could  get 
along,  you  could  compete;  and  we  made  that  increase  lor  you. 
Senator  Moses.  You  are  referring  to  the  Hill  bill  in  1916  ? 
Senator  Simmons.  The  bill  that  passed  then.     I  do  not  think  it 
was  the  Hill  bill.    We  did  increase  the  duties. 

Senator  Moses.  Was  not  that  the  Hill  bill  that  originated  in  the 
House  ? 

Senator  Simmons.  I  do  not  remember ;  but  we  increased  the  duties 
as  requested.  Then  the  war  came  along,  and  you  said  you  needed 
an  embargo.  The  war  gave  you  an  embargo  for  a  while.  Then, 
when  the  war  closed,  you  said  you  needed  an  extension  of  the  embargo 
which  you  had  enjoyed  as  the  result  of  the  war,  and  we  passed  the 
embargo  bill.  Tne  Democratic  Party  passed  that.  That  was  a 
Democratic  measure.  It  was  done  to  deal  with  a  temporary  situa* 
tion. 
The  Chairman.  Did  you  get  no  Republican  votes  for  it  ? 
Senator  Simmons.  Certainly  we  did. 

The  Chahiman.  I  did  not  taiow  whether  we  were  permitted  to  vote 
on  those  things. 

Senator  Simmons.  You  did,  and  in  most  war  measures  I  will  say  to 
the  honor  of  the  Republican  Party  that  you  cooperated  with  us  loyally. 
The  Chairman.  Much  obhged  to  you. 

Mr.  Bush.  If  it  was  good  then  for  the  community  or  for  the  people 
of  the  United  States  as  a  whole,  then  is  it  not  the  proper  thing  lor 
them  to-day? 

Senator  Simmons.  It  was  purely  a  temporary  device.  It  was 
expected  to  be  temporary.  I  certainly  have  had  that  expectation, 
and  so  voiced  it  in  the  speech  that  I  made  immediately  after  the 
passage  of  the  emergency  tariff  bill.  I  could  not  get  an  opportunity 
to  make  the  speech  oef ore,  because  we  had  been  reduced  to  the  10- 
niinute  rule  and  I  could  not  get  recognition.  I  said  that  I  was  per- 
fectly willing  to  continue  this  embargo  until  a  tariff  bill  coula  be 
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passed.  We  thought  then,  all  of  us,  that  it  could  be  passed  in  ^.: 
months.  After  it  came  into  conference  it  was  said  it  could  be  pa^^i-* 
in  three  months. 

Senator  Smoot.  The  House  conferees  would  agree  to  only  thr^- 
months. 

Mr.  Bush.  It  has  taken  Germany  50  years  to  build  that  industi: 
If  we  ask  for  protection  for  three  or  four  years  further,  mr  heareoL^ 
could  not  that  be  considered  temporary  ?  Can  we  come  oef ore  tr ' 
American  people  any  time  there  is  a  change  of  administratioii 

Senator  Simmons.  Are  you  asking  for  a  tariff  protection^  or  ar*' 
you  asking  for  a  tariff  wail  ?  Protection  has  never  meant  a  wall.  &- 
I  understand  it,  even  from  the  Republican  standpoint. 

Mr.  Bush.  We  are  asking  protection  of  our  industry. 

Senator  Simmons.  You  are  asking  for  a  wall. 

Mr.  Bush.  We  are  asking  for  protection.  You  may  consider  it  & 
wall  if  you  wish;  but  if  we  can  not  manufacture  goods  in  snfficirc* 
quantity  and  in  sufficient  quality  under  a  licensing  system  wbkk  ^^ 
can  appeal  to  and  get  those  goods  here,  would  not  it  be  a  g[reat  de* 
better  than  putting  an  extremely  high  tariff  on  and  "inking  then* 
pay  double  wiat  they  think  they  should  pay  ? 

Senator  Simmons.  I  think  I  understand  your  position  and  I  thin» 
you  understand  mine.  i 

Mr.  Bush.  There  is  just  one  more  point  that  I  wish  to  talk  to  ti>-. 
about,  and  it  will  take  only  a  moment.    We  are  a  small  industn 
comparatively 

Senator  McLean.  Is  not  the  industrial  emergency  created  by  thr 
war  now  at  its  zenith  ?  Is  not  the  necessity  for  protection  04'« 
greater  than  it  was  ? 

Mr.  Bush.  That  is  my  opinion. 

Senator  McLean.  Or  as  great  as  it  has  been  at  any  time } 

Mr.  Bush.  It  is.     That  is  my  opinion. 

The  Chairman.  Is  that  all,  Mr.  Bu^  ? 

Mr.  Bush.  There  is  one  more  point  that  I  would  like  to  bring  up 
Mr.  Chairman,  and  that  is  this:  As  I  told  you  before,  we  have  em- 
ployed American  chemists  in  an  American  factory.     We  want  to  hcJo 
those  chemists,  and  we  want  to  hold  that  plant.    We  look  forwAT. 
to  going  (as  we  have  since  the  beginning  oi  the  war)  to  the  oi]gaiu< 
chemical  laboratories  of  the  universities  and  asking  them  to  send  u- 
young  men.     It  has  been  impossible  to  get  the  trained  men.    Siix^ 
the  beginning  of  the  war  the  professors  of  organic  chemistrv  of  i 
number  of  universities  have  advised  me  that  they  are  constant!* 
aware  that  more  young  ^en  desire  to  fit  themselves  for  the  orpuu* 
chemical  industry.     We  are  sending  young  men  to  fingland  to-dA} 
equipped  as  oil  chemists.     We  are  sending  yoimg  men  to  Fraorr 
to-day  who  know  a  lot  about  the  steel  industiy.     Heaven  knc*** 
that  no  countrv  is  asking  us  for  organic  chemists  to-day.    If  jou 
will  grant  our  ousiness  ample  protection  for  a  reasonable  length  of 
time  we  will  build  up  an  American  chemical  industiy  by  Ammctn 
chemists  in  a  few  years  that  has  taken  50  years  for  any  other  nati** 
in  the  world  to  accomplish.     I  believe  in  American'  genius  and  I 
believe  in  the  American  chemists. 
The  Chairman.  Especially  with  an  embargo. 
Mr.  Bush.  Especially  with  an  embargo;  yes,  sir. 
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The  Chairman.  The  committee  will  now  hear  Mr.  P.  -A.  Slettel^nd, 

he  is  present. 

Mr.  Sletteland  does  not  respond.    Is  Mr.  Brehm  here  1 

(No  response.) 


»poi] 
,  Mr. 


If  not,  Mr.  Choate  will  resume. 

TATEMEHT    OF    JOSEPH    H.  CHOATE    60    WALL     STBEET,. 

HEW  TORE,  H.  T.— Besnmed. 

Mr.  Choate.  I  had  nothing  to  add,  Mr.  CSiairmah,  except  in  answer 
>  questions.    Of  course ,  there  are  many  things  that  I  should  like  to* 
ay,  but  I  do  not  want  to  take  the  time  of  the  committee  to  say 
hem  except  in  answer  to  questions. 
Senator  McLean.  I  thought  Mr.  Metz  was  to  go  on  this  morning.. 
Senator  Smoot.  Not  until  Monday.    He  had  to  go  home. 
The  Chairman.  Do  any  members  of  the  committee  desire   to» 
ddress  any  further  inquiries  to  Mr.  Choate  ?    He  stayed  over  here* 
t  considerable  inconvenience  to  himself ,  to  answer  any  questions. 

Senator  La  Follette.  Mr.  Choate,  you  have  evidenced  a  very 
>road  general  knowledge  of  this  subject;  and  you  perhaps  can,  betteir 
han  anybody  else  that  I  have  heard,  furnish  me  a  little  information 
vith  respect  to  some  of  these  various  organizations  which  are  very 
ictive  in  promoting  this  embargo. 

You  dwelt  at  considerable  length  upon  the  financial  strength  of 
the  control  of  the  German  trust  which,  as  I  remember  you  said,  had 
a  capitalization  of  something  like  two  billion  marks — was  it  ? 

Mr.  Choate.  The  actual  capitalization  of  seven  of  the  largest 
companies,  as  stated  in  the  reports  of  the  British  Parliamentary 
Commission  of  May,  1921,  is  twelve  hundred  and  twenty-one  ana 
six-tenths  million  'marks,  outside  of  the  Air  Nitrogen  Co.,  whick 
has  a  capital  of  five  hundred  million  marks. 

Senator  La  Follette.  Why  do  you  include  that  in  the  eombina- 
tion? 

Mr.  Choate.  Because  it  is  controlled  by  and  managed  by  the* 
combination,  the  I.  G. 

Senator  La  Follette.  That  would  make  an  aggr^ate  of 

Mr.  Choate.  Seventeen  hundred  million  marks. 

I  may  state  that  this  compilation  does  not  include  the  capitalization 
of  one  of  the  original  Big  Six — Kalle  &  Co.;  so  that  the  figure  is, 
understated. 

Senator  La  Follette.  What  is  the  capitalization  of  th.o  company,, 
if  you  know  ? 

Mr.  Choate.  I  can  not  give  it  to  vou  at  present.  It  was  originally 
one  of  the  smaller  of  the  Big  Six,  out  a  very  large  concern.  I  can. 
easily  furnish  it  to  you  if  you  desire. 

Senator  La  Follette.  Would  you  apply  the  present  depreciation 
of  the  mark  to  a  depreciation  of  the  capital  value  of  these  various- 
companies  that  make  this  combination,  tnc  same  as  you  do  in  dealing* 
with  the  question  of  labor  and  cost  of  production  ? 

Mr.  Choate.  No,  not  altogether,  for  the  reason  that — ■ — 

Senator  La  Follette.  To  what  extent  ? 

Mr.  Choate.  The  extent  would  be,  very  difficxilt  to  determine,  and 
could  only  be  determined  by  taking  the  various  capital  increases  at. 
the  time  they  were  made  and  figuring  on  the  basis  of  the  then 
exchange  value  of  the  mark. 


664  TARIFF — ^DYES  BMBABQO. 

Senator  La.  jFollette.  Wh«i  were  these  various  capitaliaatioQi 
made  ? 

Mr.  Choate.  The  capitahzation  of  these  seven  companies,  not 
including  Kalle  &  Co.,  in  1917,  before  the  depreciation  of  the  mtrk 
had  gone  far — in  fact,  I  think  while  it  was  still  approximatclv  at 
par — was  three  hundred  and  eighty-three  and  four-tenths  million 
marks,  nominal  capitalization.  But  at  that  time  the  stocks  of  Iht 
component  companies  were  selling  on  the  Berlin  Stock  Exchange 
and  had  been  for  some  time  at  an  average  of  above  400. 

Senator  La  Foix^ttb.  In  estimating  or  stating  the  capitalifcadon 
at  this  large  figure  of  seventeen  hundred  million  marks,  do  you  tab 
the  value  of  the  mark  and  limit  it  to  the  value  that  the  mark  had  ii 
the  time  of  the  capitalization  ? 

Mr.  ChaoAT£.  I  make  no  statement  of  any  kind,  Senator,  witk 
reference  to  the  value  of  the  mark.  I  giv«  the  capitalization  ia 
marks,  which  I  su{)pose  is  paper  marks,  and  I  also  give  ^ou  di0 
nominal  capitalization  amounting  to  $90,000,000,  approxmialeb^ 
in  1917,  beiore  the  depreciation  of  the  mark,  which,  juoging  by  u». 
Stock  Exchange  quotations,  showed  an  asset  value  of  approaching 
four  himdred  million  then,  to  which  has  been  added  approximatdj 
eight  hundred  and  forty  million  marks  for  the  chemical  companiM 
alone,  and  five  hundred  miUion  marks  for  the  air  nitrogen  companin 
alone,  since,  in  real  cash. 

Senator  La  Follette.  You  do  not  know  how  much  that  stock 
has  been  depreciated  by  the  result  of  the  war  ? 

Mr.  Choate.  I  do  not.     I  understand,  however,  that  the  stoeb 
of  these  companies  are  still  selling  far  above  nominal  value.    I  can 
furnish  perhaps  stock  exchange  quotations  for  what  they  are 
but  the  point  is  that  the  four  hundred  million  of  real  assets  shown 
the  1917  figures  have  been  increased  by  the  sale  of  this  eight  h 
and  forty  million  marks'  worth  of  stockt 

Senator  La  Follette,  Have  you  any  recent  quotations  of  theie- 
companies  ? 

Mr.  Choate.  I  have  not  with  me.  I  think  I  can  procure  them  if 
you  wish. 

Senator  La  Follette.  I  have  seen  some  of  them  and  I  think  tlwf 
are  very  greatly  depreciated. 

Mr.  Choate.  I  may  state,  however,  that  the  dividends  of  the  chem- 
ical companies  have  not  averaged  less  than  16  per  cent  in  Gemuny 
since  the  armistice. 

Senator  La  Follette.  On  what  do  you  base  that  statement! 

Mr.  Choate.  On  statements  from  the  advertisements  of  the  com- 
panies at  various  times  in  various  newspaper  publications  from  Gv' 
many  that  I  have  seen. 

Senator  La  Follette.  Could  you  produce  them  here? 

Mr.  Choate.  1  think  I  can. 

Senator  La  Follette.  I  will  ask  you  to  do  so. 

Senator  Smoot.  Is  that  on  the  depreciated  mark! 

Mr.  Choate.  Tliat  is  on  the  capitalization  as  stated. 

Senator  Smoot.  But  payable  in  the  depreciated  mark  ? 

Mr.  Choate.  Certainly;  in  Germany  payable  on  the  depreciated 
mark.  I 

Senator  Smoot.  That  would  be  less  than  1  per  cent,  then. 
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Mr.  Choate.  On  the  nominal  capitalization;  but  that  would  be  1 

>r  cent  on  1,700,000,000  marks  m  gold,  which  I  think  would  be 

•etty  fair. 

Senator  La  Follette.  What  are  the  total  assets  of  the  Allied 

tiemical  Co.  ? 

Mr.  Choate.  I  have  no  exact  information.    I  have  been  in- 

>rmed 

Senator  La  Foluette.  You  have  more  exact  information  with 
«pect  to  the  German  companies  than  you  have  with  respect  to  the 
)mpanies  in  this  country  ? 

ilr.  Choate.  Certainly;  because  exact  information  as  to  those 
)mpanies  is  available  to  you  from  other  sources  and  it  is  not  neces- 
iry  for  me  to  make  a  detailed  statement  of  it.  I  understand  that 
le  capitalization  of  that  company  is  in  the  neighborhood  of 
280,000,000. 

Senator  La  Follette.  You  have  just  as  accurate  information  with 
?spect  to  that  as  you  have  with  respect  to  the  German  companies, 
ave  you  not  ? 

ilr.  Choate.  I  have  given  you  the  source  of  my  information. 

Senator  La  Follette.  You  can  answer  my  (question. 

Mr.  Choate.  But  I  think  the  source  of  my  mformation  as  to  the 
rerman  companies  is  probably  more  accurate  than  my  hearsay 
3iowledge  with  respect  to  the  American  companies. 

Senator  La  Follette.  What  are  the  total  assets  of  the  Chemical 
•^oundation,  if  you  know  ? 

Mr.  Choate.  The  total  assets  of  the  Chemical  Foundation  consist — 

have  a  balance  sheet  here  which  I  will  put  in  evidence,  which  is  a 
)alance  sheet  prepared  by  certified  public  accountants  as  of  June  30, 

Senator  La  Follette.  Just  answer  my  question. 

Mr.  Choate.  The  total  assets  in  tms  statement  are  given  as 
(364,595.21. 

Senator  La  Follette.  What  do  those  assets  consist  of  ? 

Mr.  Choate.  Patents,  trade-marks  and  formulas,  $271,850;  fumi- 
iure  and  fixtures,  New  York  and  Washington,  less  reserve  for  depre- 
ciation, $21,100.83;  cash  in  four  accounts,  $59,510.53.  Imtial 
icense  fees  accrued,  $500;  deferred  charges,  prepaid  insurance,  $59.01 ; 
)rganization  expenses,  $11,574.84. 

oenator  La  Follette.  Who  are  the  ofiicers  of  that  company? 

Mr,  Choate.  Who  are  ? 

Senator  La  Follette.  Yes. 

Mr.  Choate.  Mr.  Francis  P.  Garvan  is  its  president.  Mr.  George 
tF.  Corbett  is  its  vice-president. 

Senator  La  Follette.  Has  it  any  other  officers  ? 

Mr.  Choate.  Wait  a  minute.  He  is  secretary  and  treasurer. 
There  is  no  vice  president  at  the  moment.  There  is  a  vacancy. 
There  are  no  other  officers  of  the  corporation. 

Senator  La  Follette.  Who  are  on  the  board  of  directors? 

Mr.  Choate.  Mr.  Garvan  and  Mr.  Palmer — ^wait  a  moment.  I 
should  have  said  Mr.  Garvan  and  Mr.  Corbett  are  the  only  members 
of  the  board  of  directors  at  the  moment.  There  is  a  vacancy  caused 
hy  the  resignation  of  Col.  Donald  McKay. 

Senator  La  Follette.  Who  were  the  original  incorporators  1 

Mr.  Choate.  I  do  not  know.    You  mean  the  parent  mcorporators  ? 
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Senator  La  Follette.  Yes. 

Mr.  Choate.  There  were  three  dummies  in  the  office  of  the  i  - 
poration  Trust  Co.  of  Delaware. 

The  Chairman.  You  mentioned  Mr.  Pabner.  What  did  he  Li  • 
•to  do  with  it  ? 

Mr.  Choate.  Nothing  whatever.  I  mentioned  him  by  a  slip  <»f  *  • 
tongue. 

Tae  Chairman.  It  looks  as  if  his  ghost  haunted  the  transart  • 
I  did  not  know  whether  it  did  or  not. 

Mr.  Choate.  I  will  tell  you  the  reason  why  I  did  that,  Mr.  C:..  ■ 
man.  It  was  because  I  had  here  a  list  of  the  trustees  of  which  Y: 
Bradley  Palmer  is  one.     His  name  caught  my  eye. 

Senator  LaFollette.  Please  give  me  again,  will  you,  a  descripi  : 
of  the  chief  assets  of  this  company  ? 

Mr.  Choate.  The  chief  assets  of  the  company  are  patents  *• . 
cash. 

Senator  La  Follette.  What  patents  are  those  to  which  yon  n-f-  * 
.  Mr.  Choate.  Those  are  the  patents  purchased  from  the  A!  • 
Property  Custodian,  former  German  patents  taken  over  by  the  X,  ■ 
Property  Custodian. 

Senator  LaFollette.  What  nimiber  are  they  ? 

Mr.  Choate.  Four  thousand  nine  hundred  and  four,  origmi!! 
Some  have  expired;  466  have  expired  up  to  July  1  of  this  year 
should  state  that  of  these  only  4,393  are  still  in  the  handls  <»f  *-■ 
Foundation,  the  small  plants  having  been  reassigned  to  persons  i ' 
were  found  to  be  really  entitled  to  tne  patents  by  reason  of  tran.--  • 
tions  which  had  taken  place  before  the  war  and  which  were  :.  ■ 
known  at  the  time  the  patents  were  seized  by  the  Alien  ProjHr 
Custodian  and  sold  to  tne  Foundation. 

Senator  Smoot.  Who  proved  to  be  American  citizens  ? 

Mr.  Choate.  Yes. 

Senator  Smoot.  When  a  patent  of  that  character  was  transffr- . 
to  an  American  citizen,  was  the  Foundation  paid  back  by  the  0  • 
emment  the  amount  that  they  originally  paia  for  that  patent  i 

Mr.  Choate.  I  think  not.  I  do  not  recall,  but  I  do  not  think  x'' 
payment  was  made. 

Senator  Smoot.  Then  the  Foundation  paid  them  a  lump  sum ' 

Mr.  Choate.  Paid  them  a  lump  sum.  It  was  impossible  to  alliw-*' 
to  any  patent  a  particular  value. 

Senator  Smoot:  They  were  virtually  given  to  them  for  a  nonu:^ 
figure  ? 

Mr.  Choate.  I  do  not  think  it  was  a  nominal  figure,  Scnau^r  • 
would  be  very  glad  to  go  into  that  if  you  wish. 

Senator  La  Follette.  Who  were  the  officers  of  the  Foundat  " 
at  the  time  the  deal  was  made  with  the  Alien  Property  CostodiAr  ' ' 
the  transfer  of  these  patents  ? 

Mr.  Choate.  I  think  they  were  the  same  as  at  present,  except  f- 
Col.  McKay  was  the  vice  president.  * 

Senator  La  Follette.  Uarvin  was  the  president  of  the  Foun(U*. 
at  that  time  ? 

Mr.  Choate.  He  was. 

Senator  La  Follette.  What  was  the  date  of  the  organiiati^r. 
the  Foundation  ? 
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Mr.  Choate.  February  19,  1919,  was  the  date  of  the  certificate  of 
le  incorporation. 

Senator  La  Follette.  What  had  been  Mr.  Garvin's  business  im- 
ediately  before  that  ? 

Mr.  Choate.  He  had  been  and  still  was  in  charge  of  the  Bureau  of 
ivestigation  of  the  Alien  Property  Custodian. 
Senator  La  Follette.  Did  he  occupy  offices  with  the  Alien  Pro- 
erty  Custodian  ? 
Mr.  Choate.  He  did. 

Senator  La  Follette.  How  long  had  he  been  connected  with  the 
rsranization  of  the  Alien  Property  Custodian  in  that  capacity  ? 
Mr.  Choate.  I  am  not  able  to  state  precisely,  but  I  think  it  was 
•om   the  time  when  the  Alien  Property  Custodian's  organization 
ecame  complete  in  the  first  instance. 

Senator  La  Follette.  What  is  your  connection  with  the  Founda- 
lon  ? 

Mr.  Choate.  I  am  its  general  counsel. 
Senator  La  Follette.  Are  you  a  stockholder  in  it? 
Mr.  Choate.  No. 

Senator  La  Follette.  Have  you  been  at  any  time  ? 

Mr.  Choate.  At  no  time. 

Senator  Moses.  Were  you  in  the  Alien  Property  Custodian's  office 
it  the  time  the  Foundation  was  established  ? 

Mr.  Choate.  I  was,  as  a  voluntary  assistant  to  Mr.  Garvan. 

Senator  Smoot.  A  doUar-a-year  man  ? 

Mr.  Choate.  Not  even  a  dollar-a-year  man.  I  had  no  official  con- 
lection  whatever,  but  I  was,  as  a  practical  matter,  in  charge  of  that 
aortion  of  the  bureau  of  investigation  which  dealt  with  the  German 
nterests  in  the  chemical  industry  in  the  United  States. 

Senator  La  Follette.  How  long  had  you  been  in  that  relation 
to  the  Alien  Property  Custodian  ? 

Mr.  Choate.  I'went  in  there  in  the  early  part  of  1918,  the  very 
early  spring  of  1918. 

Senator  La  Follette.  When  did  jon  first  hear  this  scheme  of 
organizing  the  Foundation  and  acquiring  these  patents  from  the 
Alien  Property  Custodian  discussed  ? 

Mr.  Choate.  I  can  not  give  you  the  exact  date,  but  I  can  give 
you,  very  briefly,  the  history  ot  it,  which  will  show  how  the  thing 
came  into  being  and,  I  think,  will  answer  your  question  as  well  as  1 
can. 

Senator  La  Follette.  Just  give  me  the  date  approximately  if  you 
can. 

Mr.  Choate.  I  can  not  give  you  the  date,  because  I  do  not  know 
when  the  scheme  was  conceived. 

Senator  La  Follette.  About  what  time;  what  month,  what  year? 

Mr.  Choate.  The  scheme  was  not  conceived  as  a  whole  until  very 
shortly  before  the  actual  organization. 

Senator  La  Follette.  When  was  it  first  discussed,  according  to 
your  best  recollection  ? 

Mr.  Choate.  That  I  can  not  give  you,  because  it  was  a  plan  which 
developed  itself  very  gradually.  I  think,  however,  that  no  con- 
ception of  the  thing  had  arisen  in  anybody's  mind  much  before 
November,  1918. 
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Senator  La  Follbtte.  Do  you  happen  to  know  how  many  otv* 

gatents,  outside  of  those  sold  to  the  Foundation  by  the  Alien  Propt:* 
ustodian^  were  in  the  custody  of  the  Alien  Property  Custodian ' 

Mr.  Choate.  I  do  not. 

Senator  Moses.  May  I  ask  a  question,  Senator  La  FoUette  t 
Senator  La  Follette.  Certainly. 

Senator  Moses.  The  charter  was  obtained  in  Delaware,  w&« 
not,  Mr.  Choate  ? 

Mr.  Choate.  Yes,  sir. 

Senator  Moses.  Do  you  remember  who  drew  it? 

Mr.  Choate.  I  do  not. 

Senator  Moses.  Do  you  remember  the  attorney  who  conducted  l 
business  in  procuring  the  charter  in  Delaware  ? 

Mr.  Choate.  The  business  of  the  actual  procurement  of  the  clur:  : 
was  conducted  by  the  Corporation  Trust  Co.  of  Delaware,  which  i- . 
company  which  we  in  New  York  constantly  use  for  the  incorponti  •. 
of  Delaware  corporations. 

Senator  Moses.  Do  you  remember  the  name  of  the  attomev  w: 
was  actually  in  charge  ? 

Mr.  Choate.  No,  sir. 

Senator  Moses.  Did  you  ever  have  any  conversation  with  him ! 

Mr.  Choate.  I  may  have;  but  it  was  purely  mechanical  legal  M^rt 
in  which  I  took  no  particular  interest. 

Senator  Moses.  Were  you  ever  present  at  a  meeting  held  in  M* 
Garvan's  office  in  connection  with  the  Alien  Property  CusiodLir.- 
office  in  New  York  where  the  charter  was  discussea  ? 

Mr.  Choate.  I  think  I  must  have  been  several  times. 

Senator  Moses.  Do  you  remember  the  general  terms  of  the  charv-r 

Mr.  Choate.  I  do.  The  actual  text  of  the  charter  was  of  cucrv 
discussed  very  carefully  by  everybody  interested  in  the  matter  beft  ^ 
it  was  adopted. 

Senator  Moses.  Do  you  recall  a  conversation,  when  this  attiircr  j 
who  procured  the  charter  was  Questioned  as  to  certain  of  the  hi^- 
sounoing  patriotic  phrases  whicn  the  charter  contains,  and  who  >«i : 
that  the  ^'sob  stuff    had  to  be  put  in  to  put  it  over? 

Mr.  Choate.  I  do  not.  On  the  contrary,  I  recall  that  no  such  n«r- 
versation  ever  took  place. 

Senator  Moses.  In  your  presence  ? 

Mr.  Choate.  Nor  at  any  of  the  meetings,  at  all  of  which  I  »*• 
present. 

Senator  Moses.  Were  you  at  everv  meeting  ? 

Mr.  Choate.  I  understand  so.  If  they  had  any  other  meeiit: 
they  had  it  at  some  very  extraordinary  place  under  very  extraiTti  • 
nary  circumstances  that  I  know  nothing  about. 

Senator  Moses.  You  are  quite  sure  that  no  meeting  ever  took  pU^"* 
in  Mr.  Garvin's  room  in  New  York  ? 

Mr.  Choate.  I  should  think  it  extremely  improbable  that  mtj 
meeting  ever  took  place  in  his  office  in  New  York  at  wliich  I  was  c  • 
present  and  at  which  this  subject  was  discussed. 

Senator  La  Follette.  Will  you  please  file  with  this  commit  t«  * 
copy  of  the  articles  of  incorporation  ? 

Mr.  Choate.  Thev  are  already  a  part  of  the  record  of  tlw  \^} 
Senate  hearings,  ancl  also  the  House  Hearings,  but  if  you  wish  I  ''■^ 
file  another  copy  here.     I  can  '   n\  to  it  here  in  a  moment. 
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Senator  La  Follette.  It  can  be  taken  for  the  record  if  it  is  in  the 

her  record. 

The  Cbcaibbcan.  At  the  request  of  Senator  La  Follette  the  articles 

incorporation  will  be  put  into  this  record,  transcribed  from  the 
•evious  hearings. 

Mr.  Choate.  You  will  find  it  in  connection  with  my  testimony  on 
1  page  117  of  the  Senate  hearings  referred  to. 

(The  paper  referred  to  by  the  witness  is  as  follows:) 

:RTIFICATE   of  incorporation   of  the   chemical  foundation    (iNC.)f    DELAWARE. 

1 .  The  name  of  the  corporation  is  "The  Chemical  Foundation  (Inc.).** 

2.  The  principal  office  of  the  corporation  is  to  be  located  at  the  offices  of  the  Corpo- 
tion  Trust  Co.  of  America,  No.  1007  Market  Street,  in  the  city  of  Wilmington,  in  the 
>UDty  of  New  Castle,  in  the  State  of  Delaware.  The  name  of  its  resident  agent  is 
orporation  Trust  Co.  of  America,  whose  address  is  No.  1007  Market  Street,  Wil- 
ington,  Del. 

3.  The  nature  of  the  business  of  the  corporation  and  the  objects  and  purposes  pzo- 
oeed  to  be  transacted,  promoted,  or  carried  on  by  it  are  as  foUowBy  to  wit: 

a )  To  acquire  by  purchase  from  the  Alien  Property  Custodian,  under  the  provisions 
f  an  act  of  Congress  of  the  United  States,  known  as  the  trading  with  the  enemy  act 
Dct.  6,  1917,  as  amended  by  act  of  Mar.  28, 1918,  and  further  amended  by  act  of  Nov. 
,  1918  >^  patents,  and  applications  therefor,  trade-marks,  choses  in  action,  and  rights 
nd  claims  of  every  character  and  description,  owning  or  belonging  to  or  held  for,  by  on 
ccount  of,  or  on  liehalf  of,  or  for  the  benefit  of,  an  enem^r  or  ally  of  enemy,  as  aefined 
•y  said  act,  which  the  Alien  Property  Custodian  is  authorized  by  said  act,  and  amend- 
Qents  thereto,  to  require  and  seize,  and  to  sell  and  convey,  and  also  to  acquire  from 
•ny  person,  firm,  or  corporation  any  and  all  letters  patent,  and  applications  therefor, 
rade-marks,  ana  similar  rights,  granted  by  the  United  States,  or  any  other  coulltiy 
\T  ^vemment,  Hcenses  and  the  like,  or  any  other  interest  therein,  or  anv  inventitins 
irhich  may  seem  capable  of  being  used  for  or  in  connection  with  any  of  the  objects 
u-  purposes  of  said  corporation,  and  to  hold  an}r  such  property  and  rights,  so  acq^uired. 
n  a  fiduciary  capacify  for  the  Americanization  of  industries,  as  may  be  aiiected 
hereby,  for  the  exclusion  or  elimination  of  alien  interests  hostile  or  detrimental  to  the 
aid  industries,  and  for  the  advancement  of  chemical  and  allied  science  and  industry 
in  the  United  States. 

(b)  In  furtherance  of  the  above  objects  and  purposes  the  corporation  may  grant 
nonexclusive  licenses  only,  to  make,  use,  and  sell  the  inventions  covered  by  any 
[)atentB  owned  or  controlled  by  it  to  the  United  States  of  America,  upon  such  terms  as 
the  board  of  directors  may  determine,  and  also  upon  reasonable  and  equal  terms  and 
^thout  advantage,  as  between  licensees,  to  the  following: 

(1)  Natural  persons,  citizens  of  the  United  States. 

(2^  Copartnerships,  all  the  members  of  which  are  citizens  of  the  United  States;  and 

(3)  Corporations  organized  under  the  laws  of  the  United  States,  or  of  any  State, 
Territory,  or  dependency  of  the  United  States,  of  which  not  less  than  three-fourths  of 
the  capital  stock,  and  the  beneficial  interest  therein,  is  owned  by  stockholders  who  are 
dtizeDB  of  the  United  States,  and  who  were  not,  prior  to  the  ''end  of  the  war,'*  as  used 
in  the  trading-with-the-enemy  act,  enemies,  or  allies  of  enemies,  as  defined  by  said  act, 
and  the  amendments  thereto. 

The  board  of  directors  may  refuse  to  issue  any  license  or  may  revoke  any  license 
granted  by  the  corporation  and  may  prescribe  the  terms  and  conditions  of  said  licenses. 
It  shall  be  the  duty  of  the  corporation  to  defend  and  enforce  the  rights  acquired  by  it, 
&nd  to  protect  the  rights  of  its  licensees  under  any  licenses  granted  by  it. 

(c)  To  purchase,  or  otherwise  acquire,  such  personal  property  of  every  kind  and 
description  within  and  without  the  State  of  Delaware,  and  in  any  part  of  the  world, 
suitable,  necessary,  useful,  or  advisable  in  connection  with  any  or  all  of  the  objects 
hereinbefore  set  forth. 

(d)  To  do  each  and  ever3rthing  necessary,  suitable,  useful,  or  advisable  for  the 
a^^compliflhment  of  any  one  or  more  of  sa^d  objects,  or  which  ebaH  at  any  time  appear 
to  be  conducive  to  or  expedient  for  the  benefit  of  such  corporation  in  connection 
therewith. 

{e)  In  general,  but  in  connection  with  the  foregoing,  said  corporation  shall  have 
And  exercise  all  the  powere  conferred  by  the  laws  of  the  State  of  Delaware  upon  busi- 
QesB  corporatioiis,  it  oeing  hereby  expressly  provided  iJiat  the  foregoing  eniuneration 
Q{  speci&c  peweiB  shall  not  be  held  to  limit  or  restrict  in  any  manner  such  general 
powers. 
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(J)  To  each  and  all  things  above  set  forth  to  the  same  extent,  and  as  fully  as  a  cir  i 
person  might  do  or  could  do  in  the  State  of  Delaware,  or  in  any  other  StAle.  r»»_'L 
or  place. 

4.  The  total  authorized  capital  stock  of  the  corporation  is  $500,000,  diWdr^l 
5,000  shares  of  the  par  value  of  $100  each.  « 

Of  said  authorized  capital  stock  4,000  shares,  amounting  to  $400,000,  ahmll  U  * 
voting  preferred  stock  (except  for  amendment  of  the  charter,  as  hereinafter  pn}.: 
and  1,000  shares,  amounting  to  $100,000.  shall  be  common  stock. 

The   preferred  stock  shall   entitle   the  holders  thereof  to  receive,  when  u .  « 
declared,  out  of  the  surplus  or  net  earnings  of  the  corporation,  a  fixed  cumu  x 
dividend  at  the  rate  of,  but  never  exceedins;,  6  per  cent  per  annum,  pavable  guir 
on  such  dates  as  the  directors  may  determine,  which  dividend  shall  run  fro 
date  of  issue  of  said  preferred  stock,  and  ^all  be  paid  or  set  apart  before  any  di\'. 
shall  be  set  apart  or  paid  on  the  common  stock. 

The  common  stock  shall  entitle  the  holders  thereof  to  receive,  when  and  as  d*-<  ^- 
out  of  the  surplus  or  net  earnings  of  the  corporation,  a  dividend  at  the  lau*  <■ 
never  exceeding,  6  per  cent  per  annum,  but  no  such  dividends  shall  be  pa\Ai 
the  common  stock  until  all  cumulative  dividends  on  the  preferred  stock  at  th«  * 
rate,  up  to  the  date  of  the  declaration  of  such  common-stock  di\idend,  shal'  .'^ 
been  paid  or  set  apart. 

In  the  event  of  any  liquidation  or  dissolution  or  winding  up  of  the  oorpon'  ' 
whether  voluntarv,  or  involuntary,  the  preferred  stock  shall  entitle  the  holders  xi  ' 
to  be  paid  in  full  tne  par  amount  of  their  shares,  with  all  unpaid  accumulated  di  vio-  *  r 
thereon  to  the  date  of  such  payment,  before  any  amount  shall  be  paid  to  the  k  :  " 
of  the  common  stock. 

The  preferred  stock  shall  be  subjoct  to  redemption  as  a  whole  at  $100  per  ahar«-  . 
accumulated  dividends  thereon,  on  the  1st  day  of  January.  1921.  or  on  the  Ist  *L 
January  in  any  vear  thereafter,  in  such  manner  as  the  bcMurd  of  directon  shall  i 
mine:  Provided ^  ^Th&t  whenever  the  accumulated  surplus  of  the  corporation  am  .- 
to  100  per  cent  of  the  total  issued  and  outstanding  preferred  and  common  stocV 
corporation,  the  board  of  directors  shall  redeem  all  the  issued  and  outstandiiu  r 
f erred  stock.    After  the  full  redemption  of  the  preferred  stock  the  net  eaminiP  ' 
corporation,  over  and  above  such  amounts  as  may  be  necessar)^  for  the  purp"» 
working  capital,  shall  be  used  and  devoted  to  the  development  and  adx-ancem': 
chemistry  and  allied  sciences,  in  the  useful  arts  and  manufactures  in  the  V- 
States,  in  such  manner  as  the  board  of  directors  may  determine. 

The  holders  of  the  common  stock  shall  have  the  sole  right  to  vote  at  all  meetiLr- 
the  stockholders,  and  the  holders  of  the  preferred  stock  shall  have  no  voting  p' 
except  for  the  purpose  of  the  amendment  of  the  charter.    Xone  of  the  ovc<>r 
holders  of  the  preferred  or  common  stock  of  this  corporation  shall  sell,  assign,  or  tni*  ' 
any  such  stock  except  with  the  approval  of  the  board  of  directors. 

From  time  to  time  the  common  and  preferred  stock  may  be  increased  arr^  rl . 
to  law. 

The  amount  of  the  capital  stock  with  which  the  corporation  will  commence  bu^»  - 
is  $1,500. 

5.  The  names  and  places  of  residence  of  each  of  the  original  subecribcf*  • 
capital  stock  and  the  number  of  shares  subscribed  for  by  each  are  as  follow* 

M.  M.  Clancy.  Wilmington.  Del 

P.  B.  Drew,  Wilmington,  Del 

H.  E.  Knox,  Wilmington,  Del 

6.  The  corporation  is  to  have  perpetual  existence. 

7.  The  private  property  of  the  stockholders  shall  not  be  subject  to  the  pavtn^- 
corporate  debts  to  any  extent  whatever. 

8.  The  number  of  directors  of  the  corporation  shall  be  fixed  from  time  to  ti'=' 
the  by-laws,  and  the  number  may  be  increased  or  decreased  as  therein  pfo^-idf*'. 

In  case  of  any  increase  in  the  number  of  directors,  the  additional  airecinn  <  ■ 
be  elected  as  provided  by  the  by-laws,  or  by  the  stockholders,  at  an  annual  or  tf^  ■ 
meeting. 

In  case  of  any  vacancy  in  the  board  of  directors  for  any  cause,  the  atodth 
may  elect  a  successor  to  hold  office  for  the  ^inexpired  term  of  the  director  wbcsr  p  -i 
is  vacant  and  until  the  election  of  his  successor. 

The  board  of  directors  shall,  from  time  to  time,  fix  and  determine  thf  ull't. 
license  fee  or  royalty  that  shall  be  paid  by  the  persons,  firms,  or  corporaticci?  z 
tioned  in  paragraph  (6)  of  article  3  of  this  certificate,  aiad  the  license  fee  or  ?..»>► 
so  fixed  shall  be  binding  and  conclusive  on  the  corporation  and  on  all  ol  it«  lii«i-'-*' 

In  furtherance,  but  not  in  limitation  of  the  powers  conferred  by  law,  the  U^tf' 
directors  are  expressly  authorized: 


TARIFF — DYES  EMBARGO.  671 

* 

a)  To  hold  their  meetings  outside  of  the  State  of  Delaware  at  such  places  as  from 

le  to  time  may  be  designated  by  the  by-laws  or  by  resolution  of  the  board.    The 

laws  may  prescribe  the  number  of  directors  necessary  to  constitute  a  quorum  of 

'  board  of  directors,  which  number  may  be  less  than  a  majority  of  the  whole  board 

iirectors. 

h  \  To  appoint  the  regular  officers  of  the  corporation  and  such  other  oflScers  as  they 

y  deem  necessary  for  the  proper  conduct  of  the  business  of  the  corporation. 

r .  To  remove  at  any  time  any  officer  elected  or  appointed  by  the  board  of  directors, 

t  only  by  the  affirmative  vote  of  a  majority  of  the  whole  board  of  directors. 

rf)  To  remove  any  other  officer  or  employee  of  the  corporation,  or  to  confer  such 

wer  on  any  committee  or  superior  officer  of  the  corporation,  unless  such  removal 

otherwise  regulated  by  the  by-laws. 

f )  To  issue  the  stock  of  every  class  in  such  amounts  and  proportions  as  they  may 

termine,  up  to  the  total  amount  of  the  authorized  capital  stock,  or  any  increase 

?reof ,  subject,  however,  to  the  provisions  of  this  certificate. 

?.  The  charter  may  be  amended  form  time  to  time  by  a  vote  of  three-foiu'ths  in 

Lmber  and  amount  of  the  preferred  and  common  stockholders  at  any  annual  or 

ecial  meeting  of  the  stockholders. 

10.  The  boani  of  directors  shall  have  no  power  to  inake,  alter,  or  amend  by-laws. 

We,  the  undersigned,  being  each  of  the  original  subscribers  to  the  capital  stock, 

•reinbefore  named,  for  the  purpose  of  forming  a  corporation  to  do  business  both 

thin  and  without  the  State  of  Delaware,  under  and  pursuant  to  the  provisions  of 

e  Lie^islature  of  the  State  of  Delaware  entitled  "An  act  providing  a  general  corpo- 

tion  law' '  (approved  Mar.  10,  1899),  and  the  acts  amendatory  thereof  and  supple- 

ental  thereto,  do  make  and  file  this  certificate  and  declare  the  facts  herein  stated 

\  true,  and  we  have  accordingly  hereunder  set  our  respective  hands  and  seals  this 

)th  day  of  February,  A.  D.  1919. 

M.  M.  Clancy,    [seal. 

P.  B.  Drew.         seal. 

H.  E.  Knox.       [seal. 
TATE  OP  Delaware, 

County  of  New  Castle,  ss: 

Be  it  remembered  that  on  this  19th  day  of  February,  A.  D.  1919,  personally 
ppeared  before  me,  the  subscriber,  a  notary  public  in  and  for  the  State  and  county 
Lioreeaid,  M.  M.  Chmcy,  P.  B.  Drew,  and  H.  E.  Knox,  all  the  parties  to  the  foregoing 
rertificate  of  incorporation,  known  to  be  personally  to  be  such,  and  I  having  first 
Qade  known  to  them  and  to  each  of  them  the  contents  of  said  certificate,  they  did 
'suh  severally  acknowledge  that  they  signed,  sealed,  and  delivered  the  same  as  their 
■everal  voluntary  act  and  deed,  and  that  the  facts  therein  stated  were  truly  set  forth. 

Given  under  my  hand  and  seal  of  office  the  day  and  year  aforesaid. 

Lawrence  J.  Brodman,  Notary  Public. 
Appointed  July  27,  1918;  term,  four  years. 

Senator  La  Follette.  How  much  was  paid  to  the  Alien  Property 
Custodian  for  those  patents  ? 

Mr.  Choate.  $250,000  for  the  original  mass  of  patents  contained 
in  the  first  assignment;  the  remainoer,  $271,850,  for  the  subsequent 
assignments  of  patents  afterwards  discovered. 

Senator  Smoot.  That  is,  they  paid  less  than  the  actual  cost  of 
securing  the  patents? 

Mr.  Choate.  That  is  a  matter  of  computation  which  I  presume 
you  do  not  care  to  discuss. 

Senator  Smoot.  It  is  less  than  $50;  and  you  know  that  you  can  not 
get  foreign  patents  through  for  $50. 

Mr.  Choate.  I  should  say  that  average  would  be  a  very  high  price 
for  the  great  majority  of  the  patents. 

Senator  Smoot.  'fhere  may  be  one  patent  that  would  cost  more 
than  that  ? 

Mr.  Choate.  Quite  likely. 

Senator  McLean.  Is  this  Mr.  Garvin  related  to  the  Garvin  that 
was  subsequently  Alien  Property  Custodian? 
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Mr.  Choate.  It  is  the  same  Mr.  Garvin.  I  shall  ask  leave  of  :. 
committee  hereafter  to  state  the  circumstances  under  which  * 
hecame  president  of  the  Chemical  Foundation. 

Senator  La  Follette.  How  long  after  this  transaction — I  irf*' 
now,  to  the  purchase  of  these  patents  from  the  Alien  Propertv  (  ..- 
todian  in  whose  office  he  was  then  established  and  a  part  o]  vi*  - 
organization — ^how  long  after  that  did  he  become  Ahen  Proper* 
Custodian  ? 

Mr.  Choate.  March  4,   1919,  when  Mr.  Palmer  was  appoii;*": 
Attorney  General. 

Senator  La  Follette.  How  long  was  that,  if  you  please  I     Do  t  . 
have  the  other  date  in  your  mind  ? 

Mr.  Choate.  Approximately  seven  weeks. 

Senator  Smoot.  If  I  asked  you,  as  my  attorney,  and  you  were  i 
the  attorney  of  the  Chemical  Foundation,  whether  I  would  be  n. 
in  buying  all  of  the  patents  held  by  the  Foundation,  for  $2o(" 
to-day,  what  would  you  tell  me  ? 

Mr.  Choate.  I  should  tell  you,  in  the  first  place,  that  theChem:  . 
Foundation  was  incapable  of  selling  the  patents  under  its  charter 

Senator  Smoot.  As  an  attorney  of  the  Chemical  Foundation  • 
you  think  that  $250,000  was  all  that  those  patents  were  worth ' 

Mr.  Choate.  I  think  it  was  not  all  they  would  have  been  wort*  ' 
a  private  purchaser,  unlimited  in  the  use  of  them.     A  private  r»* : 
chaser  unlunited  in  the  use  of  these  patents  could  have  made  '•: 
large  sums  by  holding  up  the  industry  with  them.     Their  niusar 
value  was  very  large. 

Senator  Smoot.  There  are  patents  there,  outside  of  the  nuis«r 
value,  that  are  worth  a  great  deal  more  than  $250,000. 

Mr.  Choate.  To  a  private  purchaser,  undoubtedly,  outside  of  f 
nuisance  value;  but  you  forget  that  the  ChemiciJ  Foundation.  N* 
by  the  terms  of  its  charter  and  by  the  terms  of  the  foundatioc  .< 
aosolutely  limited  in  the  use  of  these  patents,  so  that  it  can  r 
profit  beyond  the  necessary  sum  to  pay  a  6  per  cent  dividend  on  *'• 
very  small  stock;  so  that  all  the  rest  of  the  money  that  is  receiv: . 
has  got  to  be  used  for  the  advancement  of  science;  and,  furth^rmi*'' 
it  is  so  limited  that  it  can  not  use  the  patents  in  the  way  in  wb  i 
an  individual  would,  by  the  issue  of  exclusive  licenses,     it  can  i^- 
issue  nonexclusive  licenses,  which  must   be  issued  on  equal  a-. 
reasonable,  terms  to  all  American  citizens,  partnerships,  and  corpi^*.:' 
tions. 

Senator  Moses.  These  licenses  have  profited,  have  they  not  \ 

Mr.  Choate.  I  hope  they  have. 

Senator  Moses.  Are  they  all  members  of  the  American  !>}(? 
Institute  ? 

Mr.  Choate.  I  think  not.  I  could  not  say  positively,  but  I  iLr^ 
not. 

Senator  Moses.  Are    they    members    of    the    General    Rescar 
Council  ? 

Mr.  Choate.  I  do  not  know  what  that  is. 

Senator  Moses.  Or  the  National  Research  Council,  or  whatf*-* 
it  is? 

Mr.  Choate.  I  have  not  any  idea.  I  may  state  poaitivelj  th*;  * 
large  majority  are  not  members  of  the  Dyes  Institute. 
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Senatoi*  Moses.  Does  every  member  of  the  Dyes  Institute  hold  a 
cense  ? 

Mr.  CsoATE.  By  no  means.  I  may  also  state  that  no  application 
or  a  license  from  an  American  citizen  has  been  refused. 

Senator  Moses.  Was  there  ever  any  intimation  that  a  license 
rould  be  refused  ? 

Mr.  Choate.  At  the  outset  the  policy  of  the  foundation  was  not 
uUy  determined.  It  was  realized  that  it  would  be  very  unfortunate 
or  the  industry  if  a  large  number  of  licenses  should  be  simultaneously 
ssued  covering  the  production  of  some  product  not  previously  made 
n  this  country,  in  as  much  as  the  issue  of  such  a  large  number  of 
icenses  would  discourage  any  of  the  licensees  from  actually  putting 
noney  into  the  business  ana  going  to  work;  but  it  was  very  soon 
letermined  by  a  vote  of  the  stockholders'  advisory  committee, 
•onsisting  of  all  the  stockholders,  that  the  policy  was  unwise  and 
mproper  and  that  there  must  be  no  limit  to  the  number  of  licenses 
mder  any  patent. 

Senator  Moses.  What  other  activities  has  the  foundation  pursued, 
'>Tr.  Choate,  aside  from  the  issuance  of  licenses  to  people  who  desired 
them? 

ifr.  Choate.  General  educational  activities  in  the  way  of  sending 
3ut  to  very  carefully  prepared  lists  intended  to  reach  the  educational 
side  of  the  public  literature  of  various  kinds  intended  to  educate  the 
public  in  regard  to  the  importance  of  chemistry  in  daily  life  and  of 
chemistrjr  in  industry.     It  has  also  undertaken  various  other  enter- 

E rises  wnich  have  not  got  far  yet,  among  which,  I  may  state  as  per- 
aps  the  most  important,  is  the  committee  of  the  American  Chemical 
Society,  consisting  of  eight  of  the  first  scientists  of  the  country,  which 
comnuttee  has  been  conducting  a  survey  to  ascertain  what  the  labor- 
atory and  research  institute  facilities  of  the  country  were  for  the 
purpose  of  fostering  and  increasing  the  development  of  chemistry  in 
medicine. 

The  foundation  has  undertaken  to  pay  the  expenses  of  that  com- 
mittee, and  that  committee  has  now  prepared  and  is  about  to  issue 
a  most  interesting  report,  which  I  wish  I  could  lay  before  you  gentle- 
men. I  consider  it  one  of  the  greatest  advances  and  likely  to  lead  to 
more  of  the  greatest  advances  that  have  ever  taken  place  in  this 
country. 

Senator  Moses.  Are  you  familiar  with  the  book  entitled  ''Creative- 
Chemistry?'' 

Mr.  Choate.  I  am. 

Senator  Moses.  Who  was  that  written  by  ? 

Mr.  Choate.  By  Dr.  Edwin  E.  Slosson. 

Senator  Moses.  And  who  published  it  ? 

Mr.  Choate.  I  do  not  know;  but  I  think  the  Century  Co.  did. 

Senator  Moses.  Do  you  know  the  retail  price  of  it  ? 

Mr.  Choate.  I  do  not  know  that. 

Senator  Moses.  Was  that  a  part  of  the  literature  the  foundation' 
distributed  ? 

Mr.  Choate.  It  was. 

Senator  Moses.  It  was  sent  to  a  selected  list,  was  it? 

Mr.  Choate.  It  was  sent  broadcast.  I  have  a  complete  list  here,, 
if  you  would  like  it.  I  would  like  to  read  the  names  of  the  persons^ 
to  whom  this  was  sent. 
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Senator  Moses.  Are  they  numerous  ? 
Mr.  Choate.  They  are  classified  here  under  13  heads. 
Senator  La  FoLLETTE.  You  mean  to  just  read  the  classificatiori 
Mr.  Choate.  That  is  all.     [Reading:] 

To  members  of  women's  clubs,  5,063;  to  newspapers,  2,410;  to  coll^pee,  oM- 
agricultural  agents,  1,274;  to  members  of  the  American  Legion,  .500;  to  ooa-i*^-- 
(textile  form),  16,964;  to  consumers  (club  form),  1,993. 

Senator  La  Follette.  Wliat  does  that  word  *'form''  meanf 
Mr.  Choate.  This  referred  to  the  form  letters  which  were  v 

with  the  book,  and  which  I  would  like  to  explain  in  a  rnomr*  • 

[Reading  continued:] 

To  authors,  1,566;  to  scoutmasters  of  Boy  Scouts,  16,796;  to  prominent  men,  *•  ' 

That  is  all. 

Senator  Mos^is.  Showing  a  total  of  how  many  ? 
Mr.  Choate.  The  total  there  would  seem  to  be  57.860. 
Senator  Smoot.  Have  you  a  copy  of  each  form  of  letter  ? 
Mr.  Choate.  I  have. 

Senator  Smoot.  Will  you  put  it  in  the  record  ? 
Mr.  Choate.  I  will;  gladly. 

(The  form  copies  of  each  form  letter  referred  to  and  submitted 
Mr.  Choate,  are  here  printed  in  full  as  follows:) 

Multityped  form  letters  for  circularizatwn  iixaiUd  between  Novemhtr  9.  I9*t.  af^i 

23.  1921. 

To  members  of  women's  clubs *  •• 

To  newspapers J  « 

To  colleges 

To  agricultural  agents i 

To  members  of  the  American  Legion 

To  consumers  (textile  form) If 

To  consumers  (club  form) 1 

To  authors 1 

To  scoutmasters  of  Boy  Scouts 1* 

To  prominent  men *• 

Form  A — Acknowledgment  of  re])lies .* 

Form  E — Acknowledgment  of  replies 

Form  F — Acknowledgment  of  replies ^  ••• 

Total •;    * 

Letter  to  Members  of  Women's  Clubs. 

The  Themical  Foundatios  (Int.*, 

81  FrtTON  STRirr 
New  York  Citu,  Prcrtnbrr  IS  : 

I  am  sending  to  you,  under  separate  co\'er,  a  book  that  I  believe  ha.«  a  \*iul  ^^x"  . 
upon  the  future  welfare  of  this  coimtr\'  and  the  men,  women,  and  children  oftfrir»* 
its  people.     This  is  Dr.  Edwin  K.  Slosson's  'Creative  *'hemistrv."     l>r.  SloMnr  i- 
literary  editor  of  the  Independent,  a  trained  chemist  and  puKlicii^t,  who  wT^it*-  * 
articles  composing  this  book  for  the  Independent  without  su^estion  fmm  afc>  • 
save  his  reali/.ation  of  the  ijitense  importance  of  this  suhjprt.     As  pn^^drxit  •    ' 
Chemical  Foimdation  I  am  asking  you  to  road  this  book,  and  after  readin£  it  !••  « ' 
to  me  of  the  impres.-?ion8  it  makes  upon  you  and  of  any  suggestions  it  may  pr  ■ 
you  to  make  toward  fartlieriug  the  laWni;  of  ita  message  before  the  .Vroenrmn  ;«•«• 
If  after  reading  this  book  yon  call  it  to  the  attention  of  other  intellectual  !«•-•  \*-r 
your  localit ',  1  shall  ap;)reciate  it  highl.*,  since  our  reso^irce-*  are  Hmiunl  ia  -up* ' 
copies  of  it  thro'iijho'it  llie  cor\try. 

The  Chemical  Foundation  is  a  quasi -public  corporation,  formed  by  the  t»ox»* 
ment  to  take  over  the  seized  Cierman  patents  in  rhemLiitr>*  in  order  thai  r)irr» 
education  and  development  in  this  country  may  be  unrestricted  and  that  the  ht*' 


I  • 


>  •■ 
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f  the  suppresBiozi  and  destruction  of  this  development  at  the  hands  of  the  German 
lemical  trust  m^y  come  to  an  end.  It  is  a  corporation  run  without  profit:  any  re- 
iTUBk  above  fixed  charges,  which  may  accrue  to  the  corporation,  miist  be  devoted, 
?cordiiig  to  the  charter^* to  the  advancement  and  development  of  chemical  and  allied 
?ieace  and  industry  in  the  United  States."  • 

I  am  accompanying  the  book  with  a  pamphlet  which  explains  the  Chemical  Foun- 
ation,  tHe  necessity  for  its  formation,  the  history  of  our  past  failure  in  organic  chem- 
stry  and  tlie  reasons  therefor.  This  will  make  clear  to'you  the  reason  for  the  decision 
f  the  Chemical  Foundation,  that  the  first  step  toward  the  development  of  chemical 
diication  in  this  countr^r,  which  will  assure  to  us  safety  to  our  industries,  adequate 
Totection  to  our  sons  in  time  of  war  and  the  future  of  medicine,  is  to  have  the  leaders 
i  thought  in  this  country  fully  realize  the  importance  of  the  subject.  Dr.  Slosflon, 
lthou£^h  a  scientist,  has  written  in  such  attractive  form  that  we  have  felt  it  oiu*  duty 
o  idve  you  the  opportunity  to  obtain  a  knowledge  of  the  situation. 

The  war  would  nave  been  over  in  1916  without  the  organic  chemical  factories  of 
rt?^mall^',  since  90  per  cent  of  her  high  explosives  and  100  per  cent  of  her  poisonoue 
^asee  she  was  able  to  produce  in  these  factories  which,  overnight,  could  turn  from  the 
Dduatries  of  peace  to  the  manufactures  of  war  materials.  In  the  hands  of  the  designing 
'hemical  cartel  of  Grermany  the  science  of  chemistry  has  proved  a  world  menace. 
vVhile  seeking  to  color  the  clothes  you  wear,  the  huge  laboratories  along  the  Rhine 
lavp  **ver  studied  to  bomb  and  gas  the  sons  you  bear.  If  there  is  ever  another  war,  it 
nust  be  a  superchemical  war,  a  thing  almost  unthinkably  hideous  in  its  death>dealing 
potentialities.  Shall  you  and  I  stand  idly  by  and  see  Grermany  again  build  up  a 
chemical  supremacy  that  must  leave  our  Nation  impotent  to  cope  with  the  plottings  of 
her  laboratories? 

You  vdll  see  in  some  of  Dr.  Slosson's  delightful  chapters  the  basic  relation  of  chem- 
ical research  and  accomplishment  to  the  supply  of  food  for  your  family,  as  well  as  to 
almoat  ever>'thin§  you  wear,  buy,  or  come  m  contact  with  in  your  daily  life.  From 
x\i<HT  apparently  limitless  resources  for  fresh  accomplishments  in  research,  our  chemical 
scientists  are  constantly  working  to  make  this  country  a  better,  cheaper,  and  more 
effective  place  to  live  in.  If  thev  are  encouraged  and  strengthened  to  multiply  and 
broaden  these  beneficent  researches  in  improvement  of  the  various  fields  of  human 
activity  here,  our  children  must  share  in  the  fruits  of  their  labors. 

Germany's  chemical  powers  have  a^ain  and  again  crushed  almost  all  possibility  and 
incentive  for  chemical  research  in  this  country  by  throttling  our  chemical  industries 
through  their  well-known  methods  of  dumping,  full-line  forcing,  and  other  means  of 
unfair  trade  coercion.    We  have  good  reason  to  believe  that  they  are  even  now  plan- 
ning to  renew  such  commercial  warfare,  not  only  upon  our  chemical  industries,  but 
upon  our  scientific  research  facilities  that  have  ^ust  teen  built  up  in  our  colleges  and 
other  institutions  to  a  point  where  their  work  will  begin  to  count.    Unless  we  devote 
every  energy  at  once  to  preventing  this  foreign  power  from  again  grasping  a  monopoly 
in  the  development  of  tne  science  of  chemistry  for  the  future^  we  shall  soon  find  our- 
eelves  helpless  to  reach  the  benefita  of  chemical  research  which  may  be  extended  or 
denied  to  us  at  the  will  of  its  chemical  dictators.    We  regard  the  American  dj^e  in- 
dustry aa  by  no  means  the  most  important  part  of  the  Nation's  general  chemical  inter- 
ests, since  tnis  industry  is  only  the  postgraauate  school  upon  which  we  may  build  our 
rbemifsi]  scientific  structure. 

Far  more  vital  than  the  material  benefits  of  chemical  advancement  in  this  country, 
and  even  more  important  than  its  wartime  emergency  application,  however,  is  the 
opportunity  of  maintaining  this  country's  chemical  development  as  a  prime  factor  in 
saving,  prolonging,  and  strengthening  numan  life.    For  years  our  leading  scientists 
have  dreaded  of  the  possibihties  of  linking  the  facilities  of  the  chemical  research 
laboratory  with  the  scientific  labors  of  biology ,  pathology,  bacteriology,  and  pharma- 
cology.   Already  there  have  come  from  the  research  of  cnemistry  several  sure  weapons 
to  crush  out  diseases  that  heretofore  have  swept  our  country  with  their  deadly  devasta- 
tion.   When  the  scientific  sldll  of  our  chemists  is  more  fully  developed  and  placed  at 
the  disposal  of  the  sciences  that  directly  deal  with  life,  death,  and  disease,  we  are 
assured  that  there  must  be  opened  limitless  possibilities  for  ridding  the  land  of  its 
most  deadly  scourges  of  sickness.    If  we  succeed  in  maintaining,  developing,  and 
extending  chemical  research  in  this  country,  up  to  the  point  where  it  begins  to  save 
and  strengthen  the  Uves  and  health  of  our  children,  do  you  not  think  that  it  will  be 
well  worth  any  and  eVery  effort  that  we  can  make? 

To  (juote  from  the  introduction  of  this  book,  written  by  Prof.  JuUus  Stie^litz, 
^^president  of  the  American  Chemical  Society,  head  of  the  department  of  chemistry 
of  the  University  of  Chicago,  and  who  during  the  war  was  chairman  of  the  committee 
on  synthetic  drugs  of  the  National  Research  Council  of  the  Council  of  National 
defense,  and  did  such  wonderful  work  in  tho  preservation  of  the  health  of  our  Army : 
"Of  even  more  vital  moment  is  chemistry  in  the  domain  of  health;  the  pitiful  calls 
of  our  hospitals  for  local  anesthetics  to  alleviate  suffering  on  the  operating  table,  the 
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frantic  appeals  for  the  hypnotic  that  soothes  the  epileptic  and  staves  off 
the  almost  furious  demands  for  remedy  after  remedy,  which  came  in  the  eariy  ^  ^*r- 
of  the  war,  are  still  ringing  in  the  hearts  of  many  of  us.  No  wonder  that  cnpn-m. 
army  of  chemists  is  grimly  determined  not  to  give  up  the  independence  in  chro..'^^ 
which  war  has  achieved  for  us.  Only  a  widely  enlightened  public,  howevn  t. 
insure  the  permanence  of  what  farseeing  men  have  started  to  accomplisih  in  6e\*'.  • 
ing  the  power  of  chemistry  through  research  in  every  domain  which  chemistry  toot  * 

I  have  been  unable  to  even  touch  upon  all  of  tne  boundless  poesibilitifi*  for  S^ 
ica's  future  welfare  that  are  suggested  by  reading  Dr.  Slosson's  book  or  further  ina 
ing  the  field  of  our  Nation's  chemical  advancement,  to  which  the  Chemical  Frmr  u 
tion  is  pledged  to  devote  its  activities.    When  you  have  read  this  book.  how«rT*-r 
know  ttiat  you  will  become  intensely  interested  in  this  pressing  probiem  ao«i  >  . 
want  to  keep  in  touch  with  everything  that  is  being  done  to  help  in  its  aoiatif«r. 
shall  be  delighted  to  receive  and  answer  any  inquiries  from  you  througli  the  in^ii  _ 
of  the  Chemical  Foundation,  and  I  trust  that  we  may  eventually  count  apoo  \  '.  - 
a  friend,  whose  intelligent  interest  and  cooperation  we  may  rely  upon  in  fcntr'- 
before  the  American  people  this  most  vital  subject. 
Very  sincerely,  yours, 

Francis  P.  Gas«a. 


Letter  to  Newspaper  EDrroRS  and  Proprietors. 

The  Chemical  Foundation  (Inc.  . 
81  Fulton  Street,  New  York  City,  Dectmher  IS,  /y. 

I  am  sending  to  you,  under  separate  cover,  a  copy  of '  'Creative  (liemi*tr%'.**  t  >•• 
by  Edwin  E.  Slosson,  who  not  only  is  a  chemist  of  distinction  but  hold^  Arm-  t 
editorial  desk  at  the  Independent  and  a  chair  at  the  Columbia  School  of  Jonnu*:*" 
Slosson's  story  serves  most  entertainingly  to  lay  a  basis  of  intelligent  iinderstani--' 
of  the  vital  need  of  America's  chemical  independence  and  should,  I  believe.  1^*  >* 
by  everv  leader  of  political  thought  throughout  our  country.    When  you  h*^»»  •" 
this  book — as  I  know  you  will  -  -I  shall  appreciate  hearing  from  you  any'idess  whi-  • 
may  suggest  to  vou. 

To  fulfill  its  ninction  of  aiding  in  the  advancement  and  development  of  rhemi<r 
and  allied  sciences  in  the  Uni'ed  States,  the  (liemical  Foundation  is  seekin?  to  r- 
form  the  people  of  this  country  of  the  dependence  of  all  of  them  upon  preeenine  ih*-* 
chemical  freedom,  wrested  from  Germany  during  the  war,  and  to  interest  tb*«  :i 
wider  educational  efforts  that  alone  can  furnish  our  country  with  trained  i^ 
to  hold  and  push  forward  this  essential  science.    As  we  realize  that  ciiemical 


aims  constantly  to  improve  and  cheapen  every  process  in  e%-ery  business — just » :t .? 
striving  now  to  solve  your  newsprint  and  ink  problems — ^this  science  seems  too  ••*« 
tial-to  our  prosperity  to  be  grasped  again  by  a  foreign  monopoly.  The  same  sriry» 
that  forever  fights  the  high  cost  of  living  in  factory  and  faum,  also  guards  the  auiiuiKi 
of  our  homes,  as  well  as  affects  everything  we  eat  and  wear.  Of  course  you  know  Hx 
every  laboratory  and  dye  works  can  be  turned,  overni^t,  into  a  powerful  prodirtkc 
plant  for  war  gases  and  explosives. 

By  far  the  most  inspiring  object  that  American  chemists  can  attain,  to  my  mixMi.  :• 
the  actual  saving,  prolonging  and  strengthening  of  human  life,  which  has  fosX  b«<= 
opened  as  a  possibility  through  the  lending  of  the  chemist's  art  to  the  joint  renarrh  : 
biologists,  pharmacologists,  and  bacteriologists.  If  America  should  maintan  -^ 
chemical  independence  for  no  other  result  than  aiding  in  stamping  out  dismt  sw 
deadly  epidemics  in  this  field,  I  believe  that  our  most  determined  efforte  to  iLif  €U 
would  be  well  worth  while. 

I  shall  be  most  happy  to  furnish  you  with  any  further  information  on  this  fc^,***' 
through  the  contact  that  the  Chemical  Foundation  has  established  with  the  sneer  r 
forces  in  this  field  and  I  earnestly  hope  that  you  may  coopeiate  with  us  in  the  hitv* 
impressing  the  American  people  with  the  vital  importance  of  the  extension  of  cfaflos-^ 
education  throughout  this  Nation.  When  our  whole  population  learns  the  trath  «^s- 
ceming  the  American  chemical  situation,  our  sole  object  has  been  attained. 
very  sincerely,  yours, 

FRANas  P.  Garv\n,  Pmi^mt 
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Lbttbb  to  Gollbgb  PaoFEssoBs,  Deanb,  Faculties,  Etc 

The  Chemical  Foundation  (Inc.), 

Ntw  York  City,  December  18,  1920, 

I  am  sending  to  you,  under  separate  cover,  a  copy  of  ** Creative  Chemistry,"  by 
iwin  B.  Sloflson,  M.  D.,  Ph.  D.,  as  well  as  a  pamphlet  concerning  The  Chemical 
>undatioii.  Whether  or  not  the  field  in  whicn  you  are  engaged  as  a  leader  and 
aoher  diinectly  touches  that  treated  by  Dr.  Sloeson,  I  most  earnestly  hope  that  you 
ill  read  his  fascinating  story  for  its  bearing  on  that  most  vital  ol  our  pressing  national 
'oblems,  the  creation  and  preservation  of  America's  chemical  independence.  When 
>u  have  read  this  book — as  I  )mow  you  will — I  trust  that  you  may  ^ve  me  the  benefit 

such  ideas  on  this  subject  as  may  occur  to  you. 

In  fulfilling  its  function  of  aiding  in  me  advancement  and  development  of 
lemical  and  allied  science  in  the  United  States,  the  Chemical  Foundation  is  striving 
^  show  all  classes  of  the  American  people  their  dependence  upon  our  chemical 
rogrees  and  to  interest  them  in  the  spreaa  of  chemical  education.  We  are  entering 
(>on  the  ace  of  chemistry;  and  if  your  nation  is  to  take  its  place  among  the  leaders 
i  chemical  research  and  resource,  we  must  look  to  such  institutions  as  yours  for  the 
'sdned  men  and  women  to  carry  on  in  the  fight  against  Germany  supremacy  that  was 
egiin  by  our  chemists  during  the  war. 

Afl  one  of  those  whose  personality  and  teachings  are  shaping  the  minds  of  the  coming 
eneration  of  educated  men  and  women,  I  am  appealing  to  you  for  your  most  patriotic 
nd  intelligent  cooperation  with  us  in  presentii^  to  American  people  through  their 
hinkers,  the  cause  of  chemical  scientific  advancement  and  accomplishment  as  it 
oncema  their  safety,  wel^EO^  and  prosperity. 
Very  sincerely,  yours, 

Francis  P.  Gary  an,  President, 

Letter  to  Aoricultueal  Agents. 

m 

The  Chemical  Foundation  (Inc.), 
81  Fulton  Street,  iVew  York  City,  December  18,  1920. 

1  am  sending  you,  under  separate  cover.  Dr.  Edwin  Slosson's  ''Creative  Chemistry,'' 
I  book  that  I  believe  must  prove  ot  especial  interest  and  value  to  every  expert  who  is 
dealing  with  this  countrv's  agricultural  problems.  When  you  hav^  read  tliis  book — 
as  1  know  you  will — I  shall  appreciate  hearing  from  you  your  opinion  of  it  and  any 
suggestions  that  ma^  occur  to  you  as  to  how  its  message  may  be  best  conveyed  to  our 
agricidtural  population. 

In  fulfilling  its  function  of  acouainting  the  American  people  with  the  facts  con- 
cerning the  chemical  lesson  of  tne  war  and  the  vital  importance  of  retaining  our 
chemical  independence  for  the  future,  the  Chemical  Foundation  is  particularly 
anxious  to  convince  the  farm^s  of  this  country  of  their  strong,  natural  interest  in 
this  object.  *  Unless  we  succeed  in  maintaining,  advancing,  and  developing  chemical 
education  and  scientific  research  throughout  our  land,  yo\i  wUl  realize  that  the 
important  chemical  element  in  agriculture,  as  well  as  in  all  industry  and  in  the  whole 
field  of  medicine,  must  be  again  controlled  by  a  forei^  power.  The  refertilization 
of  our  land  seems  to  be  too  vital  a  matter  to  allow  to  slip  into  the  gra^  of  alien  chemical 
interests  that  have  already  succeeded  seveial  times  in  the  past  in  destroying  Arnica's 
chemical  science  and  industry. 

Once  the  whole  American  people  are  educated  to  the  true  situation  in  this  matter, 
ffi  you  yourself  know  it  now,  we  feel  no  fear  for  the  cause  of  chemistrv.  Until  this 
information  is  generally  spread  throupihout  the  country,  however,  I  think  you  will 
^ee  with  me  that  it  is  our  duty,  and  your  duty,  as  a  matter  of  patriotic  interest,  to 
do  what  we  can  to  carry  this  message  to  those  who  have  never  heard  it.  W^e  shall 
deeply  appreciate  any  cooperation  that  you  may  be  able  to  offer  us  in  our  educational 
efforts. 

Sincerely,  youiB, 

FRANas  P.  Gary  AN,  Preaideru. 
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Letter  to  Members  of  the  American  Legion  (Douohbot  Lbtteic  ■ 

The  Chemical  Foundation  (Inc. 
81  Fulton  Street,  New  York  City,  Decanbfr  la,  ;v 

Dear  Sir:  At  your  request,  I  am  having  shipped  to  you  by  expren  a  copy  vi  I 
Slosaon's  book  ''Creative  Chemistry,"  as  well  as  a  pamphlet  explaining  the  wrrk 
the  Chemical  Foundation.    WTienyou  have  read  tnese,  I  hope  you  will  paw  't* 
around  to  the  men  of  your  post,  for  our  supply  is  limitod  and  we  want  the  in«BB»^- 
thifl  book  to  reach  every  man  who  faced  eas,  bombs,  or  mines  durinp  the  war     J  -4j 
be  very  glad  to  hear  from  you  what  you  think  of  the  story  told  in  this  book.  wh»'  > 
comrades  think,  or  any  action  that  they  may  take  after  studying  the  sitaaticc.  *• 
forth  so  clearly  Ijy  Slosson. 

The  Chemical  Foundation  was  formed  by  the  Grovemment  to  take  over  pftt'i.' 
seized  from  alien  enemies  who  had  taken  them  out  in  this  country  to  pre\««^i     ~ 
chemists  from  ever  attempting  to  compete  with  the  monopoly  that  uerma&y  hfl-: 
all  drugs,  dyes,  and  chemicals  before  the  war.    Or  job  is  to  offer  these  to  every  Ac-^'- 
can  chemist  who  can  use  them  and  to  do  all  that  we  can  to  help  maintain  and  dc . » .  ' 
the  chemical  independence  that  Americans  have  at  last  been  able  to  beein  to  ^  *.. 
up  in  this  country.    If  the  Senate  will  pass  the  Longworth  bill  providinp  for  i  i-^ 
years  against  foreign  dumping  of  the  dyes,  drugs,  and  diemicals  that  our  cheiiU0t»  -  • " 
have  begun  to  make  bs  well  as  the  Germans,  we  believe  that  a  start  can  be  nm^i*  - 
placing  our  chemical  science  and  industry  on  a  footing  where  it  can  not  a^^  '• 
crush^  by  any  foreign  monopoly.    I  do  not  have  to  tell  you  what  this  most  m««r  : 
our  future  nati6nal  defense,  when  you  realize  that  every  dye  and  chemical  plaikt  v 
be  turned,  overnight,  into  a  wholesale  production  plant  of  the  most  deadly  ea^^  a: 
explosives. 

From  Slosson 's  book  you  will  also  ^et  an  insight  into  what  progress  in  <'b<ib;.->" 
means  to  our  future  industrial  prosperity  in  every  line  as  well  as  to  our  hooce  wflfir 
since  chemical  research  is  always  laboring  to  lower  the  cost  of  limine  by  eff... 
cheaper  and  better  food,  fuel,  and  clothing.    Best  of  all,  we  now  know  that  rfarru  » 
collaboration  in  connection  with  the  joint  research  of  biologists,  phannacx>lagvcf  ^ 
other  medical  scientists  bids  fair  to  work  out  the  sure  destruction  of  the  moA  dra. 
diseases  and  to  save  and  strengthen  human  life. 

We  are  confining  ourselves  to  simply  laying  before  all  the  Americana  whom  v«^  ^ 
reach  the  facts  in  this  serious  situation  and  to  helping  to  spread  as  widel v  as  poar   - 
throughout  this  Country  general  chemical  education.    Once  the  whole  Amrn  *i 

ale  come  to  understand  the  vital  bearing  of  chemistry  upon  their  Uvea,  we  ha>^ : 
er  fear  for  the  future  chemical  independence  of  our  Nation. 
Very  sincerely,  yours, 

Francib  p.  Garvax,  Prtnir 


Letter  to  Consumers  (Textile  Form). 

The  Chemical  Foundation  (Inc.). 
81  Fulton  Street,  New  York  City,  April  4.  ;.•."■ 

At  our  recjuest  the  United  States  Tariff  Commission  is  sending  to  you  a  copy  .v    * 
report  showing  the  progress  of  the  American  coal-tar  industry  up  to  June  i*   i  *- 
We  are  also  sending  you  a  copy  of  Dr.  Edwin  E.  Slosson 's  ''Creative  Chemtftn      • 
book  of  which  Dr.  Frank  Oane  in  one  of  his  editorials  recently  said: 

* '  The  book  is  tremendous.    It  is  an  epoch . 

''It  is  knowledge  made  beautiful;  facts  transformed  to  fairies. 

''The  reason  is  easy  to  see.  Slosson  has  imagination.  Hence  he  does  not  f^M\ •  -  • 
write  what  he  knows  his  reader  can  not  grasp,  as  do  most  authors  of  scientific  boLiL* 

"It  ifl  a  book  to  own,  to  mark,  to  read  aloud  to  the  family." 

Dr.  Slosson  is  the  literary  editor  of  the  Independent,  and  these  articles  wvfevnmi 
by  him  without  suggestion  from  anv  source  save  his  realization  of  the  intense  m* ' 
tance  of  the  subject.  It  was  only  after  10,000  copies  had  been  sold  at  $2 .50  each  thi: « ■ 
realized  its  great  educational  possibilities,  and  with  the  public  spiritni  wai\*^  - 
royalties  or  profits  by  Dr.  Slosson  and  the  Century  Co.  we  are  able  to  dirtnhuS'  i 
limited  number. 

We  are  askine  you  to  read  this  book  in  order  that  you  may  realize  the  impwiafiv' 
of  the  part  you  nave  played  and  will  continue  to  play  in  the  progroas  of  >*oar  nmst? 
during  the  "Age  of  chemistry  "  which  is  upon  us. 

After  reading  it  we  will  be  grateful  if  you  will  write  us  your  impreasioitf.  sagyMtux* 
or  criticisms.  If  you  happen  to  have  received  another  copy  of  this  book,  may  1  tfi 
that  you  pass  this  along  to  such  of  your  friends  and  business  aaaodalea  as  may  it  it 
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rested,  keeping  your  copy  for  the  boys  and  girls  in  your  home  circle,  who  will  be 

eatly  interested  in  it. 

The  Clieinical  Foundation  is  a  quasi-public  corporation,  formed  at  the  suggestion 

the  Grovemment  to  purchase  the  seized  German  chemical  patents  and  to  ucense 
lezn  without  favor  and  on  equal  terms  to  all  American  citizens,  in  order  that  the 
story  of  the  suppression  and  aestruction  of  our  oi]puiic  chemistry  development  at  the 
uids  of  the  German  chemical  trust  may  be  terminated.  It  is  suso  now  oy  necessity 
3  puxpoee  to  see  that  such  development  be  not  prevented  or  limited  by  the  subsi- 
ized  and  protected  English  or  Japanese  chemical  interests. 

It  ia  a  corporation  run  without  profit;  any  returns  above  fixed  charges  must  be 
3voted,  according  to  its  charter,  to  "the  advancement  and  development  of  chemical 
id  allied  science  and  industry  in  the  United  States."  ' 

I  am  accompanying  the  book,  therefore,  with  a  pamphlet  which  explains  the 
bemical  Foundation,  the  necessity  of  its  formation,  tne  history  of  our  past  failure  in 
'?aiiic  chemistry,  and  the  reasons  therefor. 

TTPON  THIS  DEVELOPMENT  DEPENDS  THE   EXISTENCE   OF  YOUR  BUSINESS. 

The  purpose  of  the  German  chemical  interests  for  20  years  has  been: 

1.  To  destroy  organic  chemical  development  in  every  foreign  country. 

2.  To  combine  every  chemical  interest  in  Germany  under  one  head  at  the  moment 
.er  world  control  was  complete. 

3 .  To  then  use  that  unified  world  control  to  aid  i  n  turn  each  dve  dependent  industry 
Q  Gennanv  at  the  expense  of  each  similar  industry  in  every  other  country,  including 
he  United  States. 

At  the  time  of  the  World  War  her  first  two  aims  had  been  practically  accomplished. 
>he  made  90  per  cent  of  the  dyes  of  the  world  and  all  her  chemical  industries  had  been 
combined  into  the  ''Big  Six,"  which  companies  have  in  turn  been  combined  into  one, 
the  Interessen  Gemeinschaft. 

Only  the  war  saved  you  from  the  domination  of  the  "L  G."  and  its  Government- 
lireoted  power  of  discrimination  in  favor  of  its  exporting  industries. 

These  startlii^  statements  are  based  upon  German  documents  which  were  placed 
before  Congress  in  my  testimony  before  tne  Senate  committee,  a  copy  of  which  I  am 
sending  to  you. 

UPON  THIS  DEVELOPMENT  DEPENDS  THE  SAFETY  OF  THIS  COUNTRY. 

The  great  controversy  of  the  day  is  between  armament  and  disarmament.  Both 
Bides,  however,  seem  to  be  unconscious  of  the  main  lesson  of  the  war.  An  armament 
which  does  not  rely  upon  a  superior  chemical  development  is  folly;  disarmament 
without  keeping  pace  with  the  nations  of  the  world  in  chemical  development  is  suicide. 
Even  with  chemical  warfare  in  its  infancy,  a  $25,000,000  battleship  can  become  in 
half  an  hour  a  floating  morgue  through  the  enveloping  gases  let  loose  from  an  aeroplane 
released  in  the  night  by  a  distant  submarine.  A  brigade  or  a  city  can  be  annihilated 
in  an  hour.  There  is  no  protection  in  any  future  war,  except  an  equal  or  superior 
chemical  development.  Perhaps  it  may  be  that  in  the  temble  possibilities  of  the 
development  of  chemical  warfare  lies  oiu:  chief  hope  for  freedom  from  war  in  the  future. 
Ten  million  dollars  a  year  spent  in  chemical  research  means  more  sensible  security  than 
a  thousand  millions  spent  on  armies  and  navies  without  it. 

The  United  States  alone  seems  to  have  failed  to  realize  the  necessity  for  chemical 
development.  England  has  subsidized  and  consolidated  her  chemical  resources,  and 
has  now  passed,  despite  her  free- trade  histo^^^  a  protective  licensing  bill,  inf5uring  for 
10  years  freedom  in  development  of  all  English  chemical  progress.  France  and  Japan 
have  done  Ukewise,  and  the  Japanese  Government  has  recently  voted  millions  for 
chemical  research.  The  English  bill  was  passed  with  the  consent  and  approval  of  the 
textile  industry  in  England,  which  accepted  the  advice  of  Dr.  Levenstem.  the  British 
authority  on  textile  dyes,  who  said: 

"  Had  the  war  come  but  a  little  later,  the  ring  would  have  been  closed  and  our 
textile  industry  would  have  appreciated  an  acute  difference  in  tiie  conditions  under 
which  they  would  have  received  their  supplies.  To-day  this  trust,  familiarly  known 
M  the  *I.  G./  is  the  most  powerful  weapon  possessed  by  the  Germans,  for,  in  peace 
as  in  war,  it  was  and  is  a  tool  of  the  German  Government.  It  is  inconceivable  that 
T^e  should  voluntarily  permit  the  *I.  G.*  to  dictate  to  essential  industries  tiie  terms 
on 'which  they  should  obtain  their  dyes;  that  we  should  leave  to  the  '  I.  G.'  the  power 
to  withhold  supplies  of  useful  or  even  essential  commodities  or  to  charge  consumers  a 
higher  price  than  they  chaige  their  own  textile  trades.  That,  however,  would  have 
been  the  situation  to-day  but  for  the  extraordinary  efforts  made  during  tiie  war 
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under  the  greatest  possible  difficulties  to  create  a  strong  dye  indastry  hen.  If  ttn» 
-efforts  are  not  successful,  tiie  textile  industries  are  not  safe.  The  world  mun^ 
jiOBsessed  by  Germany  in  dvestuffs  was  imperceptibly  becoming  a  deqMmte  mecm  • 
to  the  freedom  of  our  textile  trade.  It  is  of  the  first  importance  that  this  ahouj^.  - 
universally  recognized.  It  is  the  main  reason,  apart  from  powerful  aenitinenUi '-  - 
adorations,  which  has  made  the  dye  consumer  so  enthusiastic  a  supporter  of  lh«  .•' 
industry  since  the  war." 

This  acceptance  by  England,  with  the  determination  that  she  too  should  ha%«>  ^ 
''I.  G.,"  doubles  the  necessity  of  American  independence.  It  is  also  interestxz  * 
note  that  England's  willingness  to  diminish  her  naval  program  ia  contemponfi-  '. 
with  the  closmg  of  Mesopotamia  to  the  outside  world  and  the  intense  exp«nia«:> 
tion  there  of*  the  possibilities  of  a  combination  through  inventions  in  cheiiu8tr>  &i 
development  of  the  aeroplane.  It  is  daily  becoming  more  manifest  that  the  chto.:  ;. 
factories  of  a  country  are,  in  the  words  of  Lord  Moulton  of  England,  iti  pou^*^ 
arsenals.  Even  during  the  late  years  of  the  last  war  90  per  cent  of  Gennan  explc#j  - 
and  100  per  cent  of  her  gases  were  manufactured  in  ner  chemical  fakctohes  v-': 
were  able  to  t\mi  from  peace  industry  to  war  activity  in  a  night. 

But  there  is  a  greater  urge  still  for  chemical  development. 

UPON  IT  RESTS  THE  FUTURE  OF  liBDICINB. 

Medicine  is  really  the  application  of  all  the  sciences  to  the  welfare  of  the  br-.' 
Chemistry  is  th^  science  of  tne  transformation  of  matter,  and  the  domain  of  the  rvi* 
formation  of  matter  includes  even  life  itself  as  its  loftiest  phase.  From  our  hinl  * 
our  return  to  dust,  the  laws  of  chemistry  are  the  controlling  laws  of  life  heahh.  ««r 
ease,  and  death,  and  the  ever  clearer  recongnition  of  this  relation  is  the  scracT"'' 
force  that  is  raising  medicine  from  the  tincertain  realm  of  an  art  to  the  aafcr  t^^i^ 
of  an  exact  science. 

One  medical  chemist  in  one  chemical  factory  discovered  the  cure  for  syphilv  u- 
deadliest  enemy  of  mankind.  The  same  medical  chemist  in  the  same  chm.  i 
factory  dbcovered  the  cure  for  the  sleeping  sickness  of  Africa  and  made  a  ccntibci 
habitable.  We  are  assured  that  somewhere  within  that  realm  lies  the  hope  of  the  ^*'* 
for  consumption,  cancer,  and  many  of  the  seizures  which  cob  us  of  our  little  aw 
Intensive  work  is  now  being  done  on  these  problems  in  colleges  and  foundatiaDi^ 

Our  progress  through  the  "age  of  chemistry"  can  not  be  assured,  however.  1^t^  ;* 
the  understanding  and  help  of  all.    We  must  build  up  our  high-echool  chmu^**- 
courses,  our  college  staffs  and  laboratories,  and  we  must  maintain  and  encouru^   -' 
post-graduate  schools — the  chemical  industries. 

Drs.  Albert  and  Bemstorff  reported  to  their  Government  that  America  ooald  Dr«<T 
establish  the  chemical  industry  in  this  country — ^that  we  lacked  the  moral  powrr  t ' 
t  he  creation  of  such  an  industry;  that  here  each  party  pursued  its  own  aelfiah  int«f«^ 
but  nobody  kept  the  whole  in  mind;  that  this  problem  could  only  be  served  ihn'^- 
regard  for  all  points  of  view,  and  that  the  conflicting  selfishness  of  tfiis  country  mc«r*. 
that  solution  impossible. 

It  is  up  to  you  and  it  is  up  to  me. 
Very  sincerely,  yours, 

Francis  P.  Gabvan,  PnndnU 


Letter  to  Consumers  (Club  Form). 

The  Chemical  Foundation  (Inc.* 

81  Ftiltan  Street,  STnc  Yorb  '  > 

At  our  recjuest,  the  United  States  Tariff  Commission  is  sending  to  you  a  cop}    : 
report  showing  the  progress  of  the  American  coal-tar  industry  up  to  June  ^.  I  -.' 
We  are  also  sending  you  a  copy  of  Dr.  Edwin  E.  Slosson's  *' Creative  ChemiiCo     - 
book  of  which  Dr.  t'link  Crane,  in  one  of  his  editorials,  recently  said: 

''The  book  is  tremendous.    It  is  an  epoch.    It  is  knowledge  made  beautifni  i^v 
transformed  to  fairies. 

"  The  reason  is  easy  to  see.    Slosson  has  imagination.    Hence  he  does  not  «tu|»'. 
write  what  he  knows  his  reader  can  not  grasp,  as  do  most  authors  of  acientifir  b«»  o 

**  It  is  a  book  to  own,  to  mark,  to  read  aloud  to  the  family.'' 

Dr.  Slosson  is  the  literary  editor  of  the  Independent,  and  theee  articles  were  vrtr-- 
by  him  without  suggestion  from  any  source  save  his  realization  of  the  intesA  isr;^ ' 
tance  of  the  subject.  It  was  only  after  10,000  copies  had  been  sold,  at  92.^  f^ ' 
that  we  realized  its  great  educational  possibilities,  and  with  the  public-«pint^d  va:  -^ 
of  royalties  or  profits  by  Dr.  Sloeson  and  the  Century  Co.,  we  are  able  to  difltril  cv.  * 
limited  number. 
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We  are  aakiiig  you  to  read  this  book  in  order  that  your  members  may  realize  the 
mportance  of  tne  part  they  have  played  and  will  continue  to  play  in  the  progreaB  of 
our  country  during  the  "Age  of  chemistry''  which  is  upon  us. 

After  reaoing  it  we  will  be  grateful  if  you  will  write  us  your  impressions,  sugges- 
Lons,  or  criticisms.    We  particularly  ask  that  you  interest  some  one  in  your  club  to< 
ither  read  tiiis  letter  to  the  club  or  to  read  the  book  and  letter  and  make  them  a 
ubiect  for  a  talk  to  the  club. 

The  Chemical  Foundation  is  a  quasi-public  corporation  formed  at  the  suggestion 
i  the  Government  to  purchase  the  seized  German  chemical  patents  and  to  license 
hem  without  favor  and  on  equal  terms  to  all  American  citizens  in  order  that  the 
listory  of  the  suppression  and  destruction  of  our  organic  chemistry  development  at 
he  hands  of  the  uerman  chemical  trust  may  be  terminated.  It  is  also  now  by  neces- 
it>'  its  purpose  to  see  that  such  development  be  not  prev^ited  or  limited  by  the 
ubsidized  and  protected  English  or  Japanese  chemical  interests. 

It  is  a  corporation  run  without  pront;  any  returns  above  fixed  charges  must  be 
levoted,  according  to  its  charter,  to  *'the  advancement  and  development  of  chemical 
tad  allied  science  and  industry  in  the  United  States.'' 

I  am  accompanying  the  book,  therefore,  with  a  pamphlet  which  explains  the  Chem- 
cal  Foundation,  the  necessity  of  its  formation,  the  history  of  our  past  failure  in 
organic  chemistiy,  and  the  reasons  therefor. 

UPON  THIS  DBVELOFHBNT  DEPENDS  THE  PROGRESS  OF  AMERICAN  BUSINESS. 

The  purpose  of  the  German  chemical  interests  for  20  years  has  been: 

1.  To  destroy  oi^anic  chemical  development  in  every  foreign  coimtry. 

2.  To  combine  every  chemical  interest  m  Germany  under  one  head  at  the  moment 
her  world  control  was  complete. 

3.  To  then  use  that  unined  world  control  to  aid  in  turn  each  dye-dependent  indus- 
try in  German^  at  the  expense  of  each  similar  industry  in  every  other  country,  in- 
cluding: tile  United  States. 

At  the  time  of  the  world  war  her  first  two  aims  had  been  practically  accompllRfaed. 
She  made  90  per  cent  of  Ihe  dyes  of  the  world  and  all  her  chemical  industries  had  been 
combined  into  the  big  six,  which  companies  have  in  turn  been  combined  into  one,  the 
Interessen  Gemeinschaft. 

Only  the  war  saved  your  members  from  the  domination  of  the  *  'I .  G. '  *  and  its  Govern- 
ment-directed  power  of  discrimination  in  favor  of  its  exporting  industries. 

These  startling  statements  are  based  upon  German  documents  which  were  placed 
before  Congress  m  my  testimony  before  the  Senate  Committee,  a  copy  of  which  I  am 
sending  to  you. 

UPON  THIS  DEVELOPMENT  DEPENDS  THE  SAPBTy  OF  THE  COUNTRY. 

The  great  controversy  of  the  day  is  between  armament  and  disarmament.  Both 
eides,  however,  seem  to  be  unconscious  of  the  main  lesson  of  the  war.  An  armament 
which  does  not  rely  upon  a  superior  chemical  development  is  folly;  disarmament 
witliout  keeping  pace  with  the  nations  of  the  world  in  chemical  development  is 
suioide.  Even  with  chemical  warfare  in  its  infancy,  a  $25,000,000  battleship  can  be- 
come in  half  an  hour  a  floating  morgue  through  the  enveloping  gases  let  loose  from  an 
airplane  released  in  the  night  by  a  distant  submarine.  A  brigade  or  a  city  can  be 
annihilated  in  an  homr.  There  is  no  protection  in  any  future  war,  except  an  equal  or 
superior  chemical  development.  Perhaps  it  may  be  that  in  the  terrible  possibilities 
of  the  development  of  chemical  warfare  lies  our  chief  hope  for  freedom  from  war  in  the 
future.  Ten  million  dollars  a  year  spent  in  chemical  research  means  more  sensible 
securitv  than  a  thousand  millions  spent  on  armies  and  navies  without  it. 

The  tJnited  States  alone  seems  to  have  failed  to  realize  the  necessity  for  chemical 
development.  England  has  subsidized  and  consolidated  her  chemical  resources,  and 
has  now  passed,  despite  her  free- trade  history,  a  protective  licensing  bill  insuring  for 
10  years  freedom  in  development  of  all  English  chemical  progress.  France  and  Japan 
have  done  likewise,  and  the  Japanese  Government  has  recently  voted  millions  for 
chemiral  research.  The  English  bill  was  passed  with  the  consent  and  approval  of 
the  textile  industry  in  England,  which  accepted  the  advic^e  of  Dr.  Levenstein,  the 
Britifih  authority  on  textile  dyes,  who  said: 

"Had  the  war  come  but  a  little  later,  the  ring  would  have  been  closed  and  our 
textile  industry  would  have  appreciated  an  acute  difference  in  the  conditions  under 
'which  they  would  have  received  their  supplies.  To-day  this  trust,  familiarly  known 
M  the  *  I.  G.,  *  is  the  most  powerful  weapon  possessed  by  the  Germans,  for,  in  peace  as 
in  war,  it  was  and  is  a  tool  of  the  German  Government.    It  is  inconceivable  that  we 
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should  voluntarily  permit  the  'I.  G.'  to  dictate  to  essential  industries  the  terms  on 
which  they  should  obtain  their  dyes,  that  we  should  leave  to  the  'I.  G. '  the  power t» 
withhold  supplies  of  useful  or  even  essential  commodities  or  to  charge  consumerB  a 
higher  price  tnan  they  charge  their  own  textile  trades.  That,  however,  would  have 
been  the  situation  to-dav,  but  for  the  extraordinary  efforts  made  during  tne  war  under 
the  greatest  possible  difficulties  to  create  a  strong  dye  industry  here.  If  these  efTorti 
are  not  successful,  the  textile  industries  arc  not  safe.  The  world  monopoly  pooscaBed 
by  Germany  in  dyestuffs  was  imperceptibly  becoming  a  desperate  menace  to  the 
fi^eedom  of  our  textile  trade.  It  is  of  the  first  importance  that  this  should  be  uni- 
versally recognized.  It  is  the  main  reason,  apart  from  powerful  sentimental  con- 
siderations, which  has  made  the  dye  consumer  so  enthusiastio  a  supporter  of  the  dye 
industry  since  the  war." 

This  acceptance  by  England,  with  the  determination  that  she  too  should  biT* 
an  '4.  G.",  doubles  the  necessity  of  American  independence.  It  is  also  interestini 
to  note  Uiat  England's  w^lingness  to  diminish  her  naval  program  is  contempozaneooi  , 
with  the  closing  of  Mesopotamia  to  the  outside  world  and  the  intense  experiments-  ^ 
tion  there  of  the  possibilities  of  a  combination  through  inventions  in  chemistry  ind 
developments  of  tne  aeroplane.  1 1  is  daily  becoming  more  manifest  that  the  ch^nical 
factories  of  a  country  are,  in  the  words  of  Lord  Moulton  of  England,  its  potential 
arsenals.  Even  during  the  late  years  of  the  last  war  90  per  cent  of  Gennan  explosives 
and  100  per  cent  of  her  gases  were  manufactured  in  ner  chemical  Victories  whick 
were  able  to  turn  from  peace  industry  to  war  activity  in  a  night. 

But  there  is  a  greater  urge  still  for  chemical  development. 

UPON   IT   RESTS  THE   FUTURE   OP   MEDICINE. 

Medicine  id  really  the  application  of  all  the  sciences  to  the  welfare  of  the  bodv.  • 
Chemistry  is  the  science  or  the  transformation  of  matter,  and  the  domain  of  toe 
tiunsfonnation  bf  matter  includes  even  life  itself  as  its  loftiest  phase.  From  oar 
birth  to  our  return  to  dust,  the  laws  of  chemistry  are  the  controlling  laws  of  hie, 
health,  disease  and  death,  and  the  ever  clearer  recognition  of  this  relation  is  the 
strongest  force  that  is  Raising  medicine  from  the  uncertain  realm  of  an  art  to  the  safer 
sphere  of  an  exact  science. 

One  medical  chemist  in  one  chemical  factory  discovered  the  cure  for  8>'philiB,  the 
deadliest  enemy  of  mankind.  The  same  medical  chemist  in  the  same  chemical  ftc- 
tory  discovered  the  cure  for  the  sleeping  sickness  of  Africa  and  made  a  continent 
habitable.  We  are  assured  that  somewhere  within  that  realm  lies  the  hope  of  the 
cure  for  consumption,  cancer,  and  many  of  the  seizures  which  rob  us  of  our  little 
ones.  Intensive  work  is  now  being  done  on  these  problems  in  colleges  and  foimds- 
tiona. 

Our  progress  through  the  ''age  of  chemistry"  can  not  be  assured,  however,  without 
the  understanding  and  help  of  all.  We  must  build  up  our  high-school  chemistry 
courses,  our  college  staffs  and  laboratories,  and  we  must  maintain  and  encourage  our 
postgrafluate  schools — the  chemical  industries. 

Drs.  a\lbert  and  Henistorff  reported  to  their  Government  that  America  could  never 
establish  the  chemical  indu8tr>'  in  this  coimrty;  that  we  lacked  the  moral  power  for 
the  creation  of  such  an  industry;  that  here  each  party  pursued  its  own  selfish  inter- 
ests, but  nobody  kept  the  whole  in  mind;  that  this  problem  could  only  be  solved 
tlirough  regard  for  all  points  of  view,  and  that  the  conflicting  selfishness  of  this  coun- 
try rendered  that  solution  impossible. 

It  is  up  to  you  and  it  is  up  to  me. 

Again  1  asfe  that  this  subject  have  the  study  and  consideration  of  your  club.    If 
you  are  interested.  I  should  like  to  write  you  later  on  concerning  the  subject  of  chem- 
ical education  in  your  schools. 
Ver>'  sincerely,  yours. 

Francis  P.  Garvan,  PruidnU. 


Letter  to  Authors. 

The  Chemical  Foundation  (Inc.\ 
SI  Fulton  Street,  New  York  City,  April  19,  tSil. 
I  am  sending  to  you,  under  separate  cover,  a  copy  of  Creative  Chemistr>*,  a  book 
by  Edwin  E.  Slosson,  who  not  only  is  a  chemist  of  distinction  but  holds  down  ftD 
editorial  desk  at  the  Independent  aiui  a  chair  at  the  Columbia  School  of  JoumiUMO. 
Slo6Bon*s  story  serves  most  entertainingly  to  lay  a  basis  of  intelligent  undentandinc 
of  the  vital  need  of  America's  chemical  independence  and  should,  I  believe,  be  wm 
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every  leader  of  political  thought  throughout  our  country.  When  you  have  read 
s  book — and  as  1  know  you  will — I  shsul  appreciate  hearing  from  you  any  ideas- 
ich  it  may  suggest  to  you. 

Co  fulfill  its  function  of  aiding  in  the  advancement  and  development  of  chemistry 
1  allied  sciences  in  the  United  States,  The  Chemical  Foundation  is  seeking  to- 
onn  the  people  of  this  country  of  the  dependence  of  all  of  them  upon  preserving 
}ir  chemical  freedom,  wrested  from  Germany  during  the  war,  and  to  interest  them 
wider  educational  efforts  that  alone  can  furnish  our  country  with  trained  chemists 
hold  and  push  forward  this  essential  science. 

A.8  ^we  realize  that  chemical  research  aims  constantly  to  improve  and  cheapen  every 
K*eaB  in  every  businesB — ^just  as  it  is  striving  now  to  solve  the  problems  of  paper  ai^d 
c — thia  science  seems  too  essential  to  our  prosperity  to  be  gasped  again  by  a  foreign 
»nopoly .  The  same  science  that  forever  fights  the  high  cost  of  living  in  factory  and 
m,  also  guards  the  sanitation  of  our  homes,  as  well  as  affects  everything  we  eat  and 
«Lr.  Of  course,  you  know  that  every  laboratory  and  dye  works  can  be  turned^ 
emig^ht,  into  a  powerful  production  plant  for  war  gases  and  explosives. 
By  far  the  most  inspiring  object  that  American  chemists  can  attain,  to  my  mind,  is 
e  'actual  saving,  prolonging,  and  strengthening  of  human  life,  which  haa  just  been 
«ned  as  a  possibilily  through  the  lending  of  the  chemist's  art  to  the  ioint  research  of 
ologiste,  pharmacologists,  and  bacteriologists.  If  America  should  maintain  her 
emical  iiidei>endence  for  no  other  result  than  aiding  in  stamping  out  disease  and 
adlv  epidemics  in  this  field,  I  believe  that  our  most  determined  efforts  to  this  end 
3ula  be  well  worth  while. 

I  shall  be  most  happy  to  furnish  you  with  any  further  information  on  this  subject 
rough  the  contact  that  the  Chemical  Foundation  has  established  with  the  sciennfic 
rcee  in  this  field  and  I  eamestlv  hope  that  you  may  cooperate  with  us  in  the  future 
I  impreflaing  the  American  people  with  the  vital  importance  of  the  extension  of  chem- 
al  education  throughout  tnis  Nation.  When  our  whole  population  learns  the  truth 
>nceming  the  American  chemical  situation,  our  sole  object  has  been  attained. 
Very  sincerely,  yours, 

Francis  P.  Garvan,  President.. 


Letter  to  Scoutmasters  op  Boy  Scouts. 

With  the  approval  of  the  executive  board  of  the  Boy  Scouts  of  America,  I  anr 
ending  to  you,  under  separate  cover,  Dr.  Edwin  E.  Slosson's  book,  '* Creative  Chem- 
?tr}',"  together  with  the  latest  publication  of  the  United  States  Bureau  of  Education, 
^Treasure  Hunting  of  To-day,"  and  a  pamphlet  outlining  the  purpose  of  the  Chemical 
'oundation.  As  a  man  upon  whom  rests  much  of  the  responsibility  for  the  future- 
areers  of  a  ccmpany  of  American  boys,  I  know  that  you  will  want  to  get  in  toiich 
rith  a  subject  that  coccerns  the  science  that  must  largely  shape  the  world  in  which 
he  youreer  generation  will  live.  We  are  entering  the  "Age  of  Chemistry,"  and  you 
lie  one  of  the  men  who  can  fit  the  future  men  of  America,  whose  safety,  welfare  and 
)rc6perity  will  depend  upon  their  Nation's  chemical  achievement,  to  play  their  part 
n  it.  I  believe  tnat  this  literature  will  open  your  eyes — as  it  haa  mine — ^to  the  tre- 
nerdouE  importance  of  our  national  chemical  development  and  independence  in 
he  years  just  ahead. 

As  a  career  for  any  ambitious  American  boy,  chemistiy ,  in  the  opinion  of  our  leading 
cientific  ard  lusinees  men,  furnishes  the  most  promising  prospect.  As  it  points  the 
ray  to  medical  accomplishment  in  saving,  stren^ening,  and  prolonging  human  life, 
t  afords  inspiration  to  everyone.  As  it  promises  to  better  every  process  of  every 
)tiBiEeE8,  it  becomes  an  object  of  prime  importance  to  all  the  workers  in  the  world  of 
o-morrow. 

The  master  chemist,  Ferkin,  began  his  chemical  career  at  the  age  of  15  and  a  few 
rears  later  comj)leted  his  first  successful  research.  To  the  discoveries  of  this  boy, 
vho  devoted  his  life  to  the  laboratory  test  tubes,  the  civilized  world  to-day  owes^ 
liuch  of  the  modem  benefits  of  life.  On  his  discovery  of  "mauve"  at  18  is  based 
ill  coal-tar  chemistry  of  dyes,  medicines,  and  explosives.  Our  people  need  thousands 
:>f  such  scientific  pioneers  as  Perkin  to  create  a  new  and  a  better  world.  Unless  the 
boye  of  America  tnrow  themselves  into  the  international  chemical  competition  that 
has  already  begun,  we  can  not  hope  to  share  as  a  Nation  in  the  advantages  that  the 
rhemists  of  the  future  will  wrest  from  nature  for  their  compatriots. 

Realizing  the  sturdy  service  that  your  army  of  boys  rendered  behind  the  lines 
fcr  the  national  defense  during  the  World  War,  I  believe  that  you  must  be  most  keenly 
interested  in  the  vital  part  which  chemical  science  and  industry  admittedly  play 
iB  our  national  defense  for  the  future.    When  we  realize  that  every  chemical,  cirug^ 
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and  dye  plant  can  be  turned  oveniight  into  a  wholesale  production  •oarce  Lc  -j 
deadliest  gases  and  explosives,  and  tnat  the  chemical  scientists,  whose  resnm  a 
based  upon  a  flourishing  chemical  industry,  will  control  the  auperchemica]  wmtjh 
of  the  future,  we  be^n  to  understand  why  the  chemical  develoi»nent  and  adv&;.«w 
ment  of  this  country  in  the  future  must  spell  our  success  or  failure  to  withataDd  wu.*^ 
from  without  our  boundaries. 

A  well-developed  chemical  industry  is  our  surest  guaranty  of  future  pear% 
many  is  to-day  beginning  the  most  powerful  drive  of  all  her  world-monopolizxn^  r-* 
career  to  recapture  America's  chemical  science  and  industry  that  she  held  beinr»  . 
war  as  a  hostage  for  our  final  conquest.    Other  foreign  powers  have  takes  auip 
build  up,  protected  from  German  conquest,  their  own  chemical  intereata.    Ao  * 
must  awake  to  this  pending  peril  before  it  is  too  late.    No  more  vital  noeoaage  that  ^ 
for  your  young  minutemen  to  spread  to  the  people  of  their  locality  cooJd  \r  . 
ceived. 

Beyond  the  bodily  safety  of  the  boys  of  our  country,  who  so  recentiv  fm^-i  .  • 
hellish  gases  of  the  Grerman  dye  plants,  scientists  tell  us  that  there  Uea  in  i-brz.  . 
research  a  bright  prospect  for  discoveiing  new  means  to  check  such  plaguea  ae ;    - 
culosis,  in  collaboration  with  the  kindred  workers  in  the  fields  ol  bttciefv . . 
biology,  pathology,  and  pharmacology.     With  the  inspiring  prospect  el  dti-ar. 
disease  as  a  goal  for  their  progressive  research,  the  American  chemiata  of  th«*  etc.  . 
generation  have  every  incentive  to  bend  to  their  test  tubes  and  call  for  th^  ^r* ' 
of  the  whole  country. 

When  you  have  read  Dr.  Slosson's  book  and  the  other  matter  which  I  am  »*..  . 
to  you — as  I  know  you  will — I  trust  that  you  will  write  to  me  such  sugg^t^-v 
impressions  as  occur  to  you.    I  feel  sure  that  you  will  be  glad  to  read  these  1 4>  ■ 
your  boys  and  to  make  every  effort  in  your  community,  through  your  scboob,  h:  r^r  - 
and  other  educational  forces,  to  bring  about  a  more  thorough  teaching  of  tiu» 
vital  subject. 

The  Chemical  Foundation,  bv  its  charter,  is  devoted  to  the  "advancenni    • 
development  of  chemical  and  allied  sciences  and  industries  in  the  I  hited  •^■.  - 
Our  function  is  simply  to  lay  before  you  the  facts  in  America's  critical  <fc* 
situation  to-day.     WTien  all  Americans  come  to  realize  the  necespity  Ut  j- '    . 
chemical  education  and  enterprise.  I  believe  we  need  have  no  fear  for  the  o*. 
It  seems  to  me  that  there  can  he  no  higher  service  that  you  and  your  bo>'»  ^'ai.  ; 
our  country  in  its  present  chenai.^l  emergency  than  to  spread  the  measacf  • 
you  will  gather  from  the  printed  pages  that  1  deem  it  a  privilege  to  lay  belufv  ^  . 
Very  sincerely,  yours. 

Francis  P.  Gmivan.  Prr*  -. 


Letter  to  Millionaires. 

It  is  now  well  understood  that  the  progress  of  Germany,  from  an  as^cultunl '  - 
in  1870  to  the  proud  position  of  the  second  industrial  countr>-of  the  world  in  \ 
attributable  to  her  realization  of  the  true  relation  of  science  and  induntrv. 

Germany  first  learned  this  lesson  from  her  chemists'  development  of  tb**  •  - 
industry.    She  first  j^rasped  the  importance  of  Perkins  discoverj*  in  1866;  h-' .' 
cation  of  that  scientitic  aisc*overy  oi  an  Englishman  was  the  foundation  of  1  ••♦ 
ical  process,  and  her  chemical  progress  was  the  measure  of  her  industrial  p**  >* 

In  or^er  that  you  may  have  before  you  a  readable  stor\'  of  the  pro^rw*"  of  »\.-  • 
and  of  its  tremendous  importance  to-day  in  our  industriai  life,  in  our  national  0»  i 
and  in  our  hope  of  medical  advancement,  I  am  sending  to  you,  under  <ieparit< 
a  copy  of  "Creative  Chemistry."  by  Dr.  Edwin  E.  iSlosson.     Dr.  Slneeum  mt  •« 
remarkable  book  while  he  was  an  editor  of  the  Independent,  and  it  «ai>  1  ' :  - 
its  publication  that  its  great  po.ver  of  telling  the  important  story  of  cheni!*"    • 
fully  realized. 

I  hope  that  you  will  enjoy  the  reading  of  this  fascinating  volume  as  I  have,  ai : " 
when  you  have  grasped  its  message  vou  will  lend  your  influence  to  the  effort?    " 
Chemical  Foundation  to  spread  this  knowledge  broadcast  among  the  Ammcar.  ;• 
We  are  entering  the  "Age  of  (Tiemistry/'  and  our  Xation*6  prosperity,  sitt.    • 
well-being  must  depend  upon  the  maintenance  of  our  chetmcal  indepeodn^  *  . 
advancement  in  this  basic  development  of  science  and  industry*. 

The  Chemical  Foundation  is  a  quasi-public  corporation^  formecl  bv  the  Ci«i\*rr-^ 
to  take  over  the  seized  German  patents  in  rhemistr>%  in  order  thatcfiemiral  f«h  * 
and  development  in  this  country'  may  be  unrestricted  and  that  the  histcrr  «• 
suppression  and  destruction  of  this  development  at  the  hands  of  the  GennaD  i  V-: 
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:iBt  may  come  to  an  end.  It  is  a  corporation  run  without  profit;  any  returns  above 
E^  charges  which  may  accrue  to  the  corporation  must  be  aevoted,  according  to  the 
^rter,  *'to  the  advancement  and  development  of  chemical  and  allied  science  and 
liistry  in  the  United  States.*'  We  believe  that  the  first  step  in  accomplishing  this 
i€>ct  is  the  education  of  the  American  people  to  an  understanding  of  this  problem 
d  of  its  \dtal  importance  to  the  nation. 

riie  control  of  the  Chemicsd  Foundation  is  lodged  in  its  board  of  trustees,  composed 
the  following  gentlemen:  Otto  T.  Bannard  (chairman,  the  New  York  Trust  Co., 
»iRr  York);  Hon.  George  L.  Ingraham  (late presidingiustice,  appellate  division,  firet 
partment,  New  York  Supreme  Court);  Cleveland  H.  Dodge;  B.  Howell  Griewold, 
<  of  Alexander  Brown  <fe  Sons,  Baltimore);  Bradley  W.  Palmer  (of  Storey^  Thorn- 
ier, Palmer  &  Dodge).  Francis  P.  Garvan  is  president  of  this  organieation,  and 
lomaa  W.  Miller,  Ahen  Property  Custodian,  is  its  vice  president.  All  of  these 
atlemen  serve  without  any  compensation. 

George  J.  Corbett,  former  vice  president  of  the  Central  Union  Trust  Co.  of  New 
>rk,  has  charge  of  the  business  management  of  this  organization,  as  secretary  and 
pasurer. 

In  addition  to  Dr.  Slosson's  book  and  a  pamphlet  explaining  the  work  of  the  Chem- 
i\  Foundation,  I  am  sending  to  you  a  pamphlet  describing  an  exhibit,  especially 
(•pared  by  the  Chemical  Warfare  Service  and  the  National  Beeearch  Council,  as 
•11  as  a  pamphlet  prepared  by  the  United  States  Bureau  of  Education. 
I  shall  appreciate  it  if  you  can  eive  me  the  benefit  of  such  ideas  and  suggestions  as 
cur  to  you  after  you  have  read  ue  literature  which  I  am  sending  to  you. 
Very  sincerely,  yours, 

Francts  p.  Garvan,  President. 

Senator  Moses.  That  is  a  rather  expensive  book  ? 

Mr.  Choate.  I  think  it  is.  It  has  resulted  in  a  very  serious  deficit 
r>  the  Chemical  Foundation  up  to  date.  •  , 

Senator  Moses.  And  this  list  was  very  carefully  selected  ? 

Mr.  Choate.  It  is  carefully  selected  with  the  idea  of  spreading  as 
ar  as  possible,  particularly  among  the  young,  the  idea  oi  the  impor- 
ance  of  creative  chemistry — ^by  which  I  mean  the  chemistry  wnich 
produces  new  things,  both  in  industry  and  in  science. 

Senator  Moses.  I  think  there  were  three  copies  arrived  in  my  house, 
md  I  wondered  just  how  it  happened. 

Mr.  Choate.  There  have  been  duplications,  but  I  think  it  would  be 
rery  desirable  if  the  Senator  would  read  the  book  three  times. 
Laughter.] 

Senator  Moses.  I  have  read  it  once,  which  is  quite  sufficient. 
Laughter.] 

Senator  La  Follette.  Coming  back  to  the  organization  of  the 
Chemical  Foundation — — 

Mr.  Choate  (interposing).  Will  the  Senator  let  me  state— — 

Senator  La  Follette  (mterposing) .  Sure. 

Mr.  Choate  (continuing).  Before  I  begin  that  the  purpose  of 
sending  these  letters  with  the  books  was  to  insure  that  tne  book 
would  not  be  cast  into  the  waste  basket,  as  is  usually  the  fate  of 
literature  sent  about  without  personal  letters.  I  may  also  state  that 
the  result  has  been  very  gratifying,  in  that  we  have  received  some- 
thing like  15  per  cent  of  acknowledgements  indicating  the  actual 
reading  of  the  Dook  by  one  or  more  recipients. 

Senator  La  Follette.  Have  you,  by  the  wav,  a  copy  of  the  letter 
that  was  sent  with  this  book  to  the  American  Legion  i 

Mr.  Choate.  I  asked  him  to  put  in  each  form.     The  whole  lot 
^ill  be  put  in — they  are  here. 
Senator  La  Follette.  WUl  you  let  me  see  that  letter  ? 
(Mr.  Choate  thereupon  handed  to  Senator  La  Follette  the  book 
containing  the  letters,  and  designated  the  one  asked  for.) 
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Mr.  Choate.  I  am  reminded  that  the  American  Legion  copies  ▼•* 
sent  on  the  request  from  the  American  Legion. 

Senator  Smoot.  You  mean  that  each  branch  of  the  Amen  a 
Lc^on  requested  a  copy  ? 

Mr.  Choate.  I  am  not  able  to  state  precisely. 

Senator  Moses.  How  many  copies  did  he  say  were  sent  to  *'i 
American  Legion  ? 

Senator  Smoot.  Five  hundred. 

Mr.  Choate.  I  am  informed  by  Mr.  Mead  that  500  such  reqof<>: 
were  sent  in,  separate  requests,  and  that  these  were  sent  in  respiiL-^ 

Senator  Smoot.  There  were  500  American  elgion  organisation^. 

Mr.  Choate.  I  think  individuals. 

Senator  Smoot.  Oh,  I  thought  they  were  members  of  the  legit : 

Mr.  Choate.  Five  hundred  copies  were  sent  out  to  members  o(  v  * 
American  Legion,  I  am  now  iilformed,  in  answer  to  personal  requ^:* 
I  have  no  knowledge  of  it,  because  it  was  detailed  work  of  the  or^' 
ization,  which  would  not  come  under  my  eye. 

Senator  La  Follette.  This  letter  states  that  the  Chemical  F<>^' 
dation  was  formed  bv  the  Government  to  take  over  patent  »*-u- 
from  alien  owners,     ts  that  in  accordance  with  the  facts  ? 

Mr.  Choate.  I  think  that  is  inacciu'ate.  I  have  not  seen  tf.« 
particular  letter  before.     I  think  you  are  quite  right. 

Senator  Smoot.  I  believe  that  is  why  they  asked  for  that. 

The  Chairman.  Who  drew  this  letter;  do  you  know  ? 

Mr.  Choate.  I  have  not  any  idea. 

Senator  Smoot.  Who  is  Mr.  Ramsay  Ho^et  ? 

Mr.  Choate.  Mr.  Ramsay  Hoguet  was  tne  patent  attorney  of :: 
Chemical  Foundation. 

Senator  Smoot.  Was  he  also  connected  with  the  Alien  Proprr 
Custodian's  office  ? 

Mr.  Choate.  He  did  a  lot  of  patent  work  for  the  Alien  Pn»ptT*. 
Custodian.     He  was  not  in  any  sense  on  the  pav  roll  of  the  casUidiA' 
and  he  devoted  a  couple  of  years  of  his  life  to  tne  work  with  the  ro--' 
painstaking  assiduity  and  complete  self-sacrifice. 

Senator  Smoot.  Was  he  a  doUar-a-year  man  ? 

Mr.  Choate.  I  am  informed  that  he  was  not. 
•  Senator  Smoot.  Wlio  is  Mr.  Keohan  ? 

Mr.  Choate.  Mr.  Keohan  is  an  assistant  now  employed  bj  •"• 
Chemical  Foundation. 

Senator  Smoot.  In  what  capacity  ? 

Mr.  Choate.  Oh,  in  a  general  capacity;  I  do  not  know  exirt 
how  to  state  his  duties;  he  is  the  Washington  representative,  I  ihiu* 

Senator  Smoot.  In  charge  of  the  office  nere  ? 

Mr.  Choate.  In  charge  of  the  office  here;  yes. 

Senator  Smoot,  Was  he  also  connected  with  the  Alien  Pn»per 
Custodian^s  office  in  some  way  ? 

Mr.  Choate.  Whether  he  nad  any  definite  connection  with  :' 
Alien  Property  Custodian's  office  or  not,  I  do  not  know.  H«*  " 
act  as  assistant  to  Mr.  Garvan  in  a  great  many  matters. 

Senator  Smoot.  What  royalty  does  this  company  charge  ••.!   " 
patents  for  importations  ? 
Mr.  Choate.  For  importations,  10  per  cent. 
Senator  Moses.  Does  that  apply  only  to  chemicals  i 
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Mr.  Choate.  I  do  not  know  whether  there  have  heen  any  hnporta- 
tions  under  any  of  the  other  patents,  but  I  think  not. 

Senator  Moses.  You  think  it  does  not  apply  only  to  chemicals  ? 

Mr.  Choate.  I  think  there  have  been  no  importations  other  than 
<iye8  and  chemicals  which  are  covered  by  the  patents  of  the  Founda- 
tion. 

Senator  Moses.  Those  other  articles  are  covered  by  the  patents 
that  might  be  imported  and  upon  which  you  might  exact  the  royalty 
of  10  per  cent.  ' 

Mr.  Choate.  Some  scientific  apparatus  connected  more  or  less 
i^th  chemistry. 

Senator  Moses.  Of  what  nature  ? 

Mr.  Choate.  Optical  ^lass,  and  things  of  that  kind. 

Senator  Moses.  Has  me  Foundation  ever  looked  into  the  question 
of  the  licenses  that  were  issued  by  the  Federal  Trade  Commission  ? 

Mr.  Choate.  Very  closely;  yes. 

Senator  Moses.  With  what  view  ? 

Mr.  Choate.  With  what  view? 

Senator  Moses.  Yes.  s 

Mr.  Choate.  With  every  view,  because  many  of  the  patents  under 
ivhich  the  Federal  Trade  Commission  licenses  were  issued  are  now 
owned  by  the  Foundation,  and  it  was  imperative  to  discover  what, 
if  any,  rights  we  had  with  reference  to  those  patents. 

Senator  Moses.  Did  you  determine  what  your  rights  were? 

Mr.  Choate.  I  determined  what  I,  as  a  lawyer,  thought  they  were. 

Senator  Moses.  Did  you  advise  your  clients  to  seek  to  enforce 
them  ? 

Mr.  Choate.  I  advised  my  clients  what  those  rights  were,  and 
I  did  not  give  any  advice  as  to  what  should  be  done. 

Senator  Moses.  Did  you  client  direct  you  to  enforce  the  rights  as 
you  interpreted  them  ? 

Mr.  Choate.  Notvet. 

Senator  Moses.  Were  any  steps  ever  taken  formally  or  informally 
by  the  Federal  Trade  Commission  for  the  enforcement  of  those  rights  ? 

Mr.  Choate.  No;  I  think  not. 

Senator  Moses.  Or  for  the  recovery  of  fees  ? 

Mr.  Choate.  I  think  not. 

Senator  Moses.  No  correspondence  was  ever  had  ? 

Mr.  Choate.  I  do  not  think  so;  I  do  not  recall.  There  has  been  a 
great  deal  of  correspondence  with  the  Federal  Trade  Commission 
on  the  subject  of  the  licenses. 

Senator  Moses.  Were  any  consultations  ever  held  with  repre- 
sentatives of  the  Federal  Trade  Commission  ? 

Mr.  Choate.  I  could  not  state;  I  never  had  any.  I  have  not  any 
idea  what  anybody  else  may  have  had. 

I  would  like  to  make  a  little  explanation  on  that  subject.  Senator 
Moses:  There  seems  to  be  a  very  wide  misapprehension  as  to  the 
nature  of  the  Federal  Trade  Commission  licenses.  In  my  view — 
and  I  think  it  is  concurred  in  by  most  lawyers — the  Federal  Trade 
Commission  license  amounts  to  nothing  more  than  a  safe  conduct,  I 
might  say,  against  injunction.     It  provides  that  the  licensee  shall 

Eav  a  certain  sum  wmle  the  license  is  in  force,  which  sum  is  to  be 
eld  as  security  for  the  result  of  a  lawsuit  to  oe  commenced  after 
determination  of  the  war  by  the  owner  of  the  patent — ^whatever  ijf^ 
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nieant  by  that  in  the  act — against  the  licensee  to  recover  the  ft: 
value  of  the  use  of  the  patent.  That  sum  recovered  in  that  act*- : 
may  enormously  exceed  the  sums  paid  as  so-called  royalty  under  '*. 
Federal  TVade  Commission  license.  The  recovery  may  be  less  iLar 
the  sum  so  paid;  in  case  it  is  less,  the  balance  is  to  be  returned  to  t;^ 
licensee;  in  case  it  is  more,  the  licensee  will  have  to  pay  more. 

The  law  makes  it  very  clear  that  the  funds  paid  mto  the  Feder> 
Trade  Commission,  or  under  the  Federal  Trade  Conmiission  liceas«r 
belong  to  the  owner  of  the  patent,  and  if  the  Chemical  Foundatioc  :• 
within  the  meaning  of  that  law,  the  owner  of  the  patent,  I  supp<»^ 
it  will  eventually  be  entitled  to  the  funds  thus  paid  in,  not  otherwL'* 

Senator  Moses.  Has  any  intimation  been  made  to  the  Fed*'."*. 
Trade  Commission  that  suit  will  be  brought  for  the  recovery  of  th«- 
funds? 

Mr.  Choate.  No.     You  understand,  suit  cannot  possibly  be  agaub* 
the  Federal  Trade  Commission  or  against  the  United  States  G»'>ver 
ment  or  against  anybody;  it  must  be  a  separate  suit  against  e«< 
licensee. 

Senator,  La  Follette.  What  is  the  capital  stock  of  the  foun«: 
tion? 

Mr.  Choate.  The  authorized  capital  stock  was  $500,000.  to  *• 
divided  into  $100,000  common  and  $400,000  preferred,  both  Iiini> 
to  6  per  cent  dividends.  Of  the  $400,000,  $399,700  have  been  Lssur: 
of  the  common,  $29,200  have  been  issued,  making  a  total  of  $42S.**'' 
and  the  common  stock,  which  is  the  only  voting  stock,  is  held  l>y  1  '* 
stockholders,  no  one  of  whom  holds  more  than  two  shares. 

Senator  Moses.  Is  that  stock  involved  in  the  voting  trust  i 

Mr.  Choate.  That  stock  was  placed  in  a  voting  trust  to  las! 
years. 

Senator  Moses.  Who  are  the  trustees  ? 

Mr.  Choate.  Let  me  finish  what  I  was  going  to  say  about  thai  * 
you  do  not  mind.  The  voting  trust  was  to  last  17  years,  so  tlut! 
might  cover  the  life  of  all  existing  patents,  and  that  was  whv  i 
corporation  was  incorporated  in  Delaware  rather  than  New  Vori 
b(5cause  under  the  Delaware  laws,  we  were  advised  by  Judge  (iw 
a  voting  trust  might  be  made  to  continue  for  that  length  of  uk- 
while  in  the  State  of  New  York  they  continue  onlv  for  five  yrar- 
'i^lio  purpose  of  that  voting  trust  was  in  order  that  the 

Senator  Moses  (interposing) .  Since  when  has  that  been  ma*i^  > 
Htutute  in  New  York  ? 

Mr.  (hiOATE.  Oh,  a  long  time — the  purpose  of  the  voting  tnisi  '■»'• 
in  order  that  the  voting  power  of  this  corporation  and  lU  «>n:r 
might  bo  placed  in  the  hands  of  impartial  persons  of  the  utm"- 
pr()r)ity  and  reputation,  who  were  not  interested  in  either  the  t<*xt. 
or  dye-consummg  industries,  on  the  one  hand,  or  the  dye-makiiu: »•' 
(jlieniical  industry,  on  the  other,  so  that  the  Foundation  might  peTt* 
b(!  used  as  an  instrument  of  monopoly  or  for  the  oppression  of  eiii/' 
industry. 

Senator  Moses.  Having  been  allo^s^d  to  make  that  statemen:  - 
behalf  of  your  cUent,  will  you  now  tell  me  who  the  trustees  are  * 

Mr.  Choate.  The  trustees  are  Mr.  Otto  T,  Bannard,  of  New  Yit> 
cliairman  of  the  board  of  the  New  York  Trust  Co.,  and  trusts*  •* 
Yale  LJniversitv,  and,  I  think,  one  of  the  trustees  of  the  Harkftft* 
Foundation;  Cfeveland  H.  Dodge,  who  is  too  well  known  to  require 
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y  explanati(»i;  George  L.  Ingraham^  for  many  years  presiding 
stice  of  the  appellate  division,  first  department,  m  the  State  oi 
iw  York;  B.  Howell  Griswold,  of  the  firm  of  Alexander  Brown  & 
•ns,  well  known  Baltimore  bankers;  and  Mr.  Bradley  Palmer,  the 
41-kiiown  lawyer  of  Boston,  who  was  elected  on  the  4th  of  April, 
21,  and  succeeded  Mr.  Ralph  Stone,  the  president  of  the  Detroit 
•ust  CJo.,  who  had  up  to  that  time  been  a  trustee  and  who  then 
signed. 

Senator  La  Follbtte.  Have  you  a  list  of  the  stockholders  before 
>u  ? 

Mr.  Choate.  I  have. 

Senator  La  Foixette.  What  is  the  total  number  ? 
Mr.  Choate.  The  total  number  in  this  list  is  158. 
Senator  La  Foixette.  Is  that  the  list  of  the  stockholders  of  the 
>inmon  stock  ? 

Mr.  Choate.  That  is  the  list  of  the  stockholders  of  the  common 
ock,  and  I  think  every  holder  of  the  common  stock  also  holds  sotne 
referred. 

Senator  Moses.  Does  that  list  show  the  date  of  that  ? 

Mr.  Choate.  I  do  not  think  so,  but  the  subscriptions  have  come 
long  gradually  from  the  very  beginning. 

Senator  MosES.  Was  the  Foundation  originally  underwritten  ? 

Mr.  Choate.  I  am  informed  that  the  underwriting  was  arranged 
>y  the  members  of  the  Dyes  Institute  who  cared  to  put  $500,000  to 
provide  $250,000,  which  was  understood  to  be  necessary  to  purchase 
patents,  and  $250,000  for  working  capital. 

Senator  MosEs.  Do  you  remember  who  constituted  that  under- 
mting  group  and  the  amount  ? 

Mr.  Choate.  I  have  a  list  of  them  somewhere.  I  think  it  went  in 
n  the  former  hearings.  I  can  easiljr  furnish  it.  I  think  it  is  in  the 
onner  hearings  in  w.  Garvan^s  testimony. 

Senator  La  Follette.  Will  you  have  your  secretary  or  somebody 
ind  it? 

Mr.  Choate.  I  think  it  is  in  Mr.  Garvan's  testimony;  if  it  is  not, 
w^e  will  furnish  it.  The  hope  was  when  the  Foundation  was  organ- 
ized that  we  should  eventually  obtain  500  stockholders,  each  of  whom 
would  have  two  shares  of  the  common  and  eight  shares  of  the  pre- 
ferred stock,  making  an  exact  equality,  and  then  the  entire  amount 
of  the  imderwriting,  except  $1,000  apiece,  could  be  returned  to  each 
of  the  underwriters.  But  we  have  never  been  able  to  obtain  more 
than  158  stockholders,  although  most  everybody  in  the  industry  has 
been  invited  to  come  in,  and  accordingly  it  was  only  possible  to  return 
to  the  underwriters  the  amount  paid  by  the  additional  subscribers 
for  their  two  shares  of  common  stock  and  their  eight  shares  of  pre- 
ferred apiece. 

Senator  La  Follette.  Are  they  all  holders  of  stock  in  this  Founda- 
tion ? 

Mr.  Choate.  I  hope  they  are;  I  do  not  recall  at  the  present  time 
whether  they  are  or  not. 

Senator  IjA  Follette.  You  may  put  in  the  record  a  list  of  your 
stockholders. 

Mr.  Choate.  A  list  which  I  think  is  complete  really  up  to  date  is  in 
the  last  hearing. 
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Senator  La  Foixm   J«e.*  * •  t 

S^toJu^J;^jJj  ^Jjf  ^,,*hf  ^rd  at  the  «qa. 

Senator  La  Fouirra.  Whif  J ^^bS**^  '"™^  thewi* 
Da  Pont  Co.  t  ^'  "  y**"  "^ow,  are  the  assets  ..' 

^  Choate   I  have  not  the  least  idea 
a.=&t  ^^"™-  ^^«^  -  iS^ted  in  the  d,e  b.- 

-i  fe:  t^dSaTdlartLe'^^ta'r  ^^  «'  ''»-  -- 
™=::  m  the  dye  business  do^  ^^^^l^^"^^  «'  *»'eir  inr 

>ffi*Tor  La  Follette.  But  it  i^^*!^'WP?'  ^  ««> »' :: 
i^ic-  qune  an  interest  in  proi4^d°^i„*°f/^u'>**  «>»P»^ 
^^  pe  enactment  of  ttisSnir        furnishing  t«tiii„. 

-»--•   .WUTE.  I  do  not  know  wheth..r  ;♦  :„ 
-uuc  ^  cterest  in  propaganda    bituL/^K^u  ^  '«^  ''""^ 
:i..:n:  :.^-d  the  proW^tect  on  of  theVdi^'  T5^ '" 

^OL..  j»f  »t  least.  ^  maustiy.     I  should  r 

.--  :r  -i^e^^^^r^Sie^em^Twro;'^-  ^•^™-  '  " 

-  •  :  r-  •--;  the  matter  whichhe  inl^S     J^**""*-  o'^o'-^^- 
.       -r-.  ^-  that  time,  sh^  The^SS  "i  connection  . 

-  :  •  --  -cstine  Co.  of  EZfnd    H^lh^f^  ^^^  ^  P™' 

•         -    .  -.11*  CongressionaKord.  ^  '**""** ««  P»«^'  ' " 

.iixix.  At  the  re<iuest  of  Senator  La  FoUett*.  th« 
-  i.-mas  will  be  mserted.  'oueite  the  ren;.- 

:.a-5s  erf  Senator  Thomas,  from  t»un^  r-a^,      j 

.^^^bmitted  bySenator'uToffia^'-i^p^;;:; 

Thk  Dtk  brousTHY. 

-x-uaw  the  importation  of  coal-tw  pixSucte  ^  ^**?  "*  ''  " 
^  tSL-nire  thereof  in  the  rnitedsSS  ^^   i^"*^"!*  *^  •"■' 
.  ^pn^oiberS.  1916.  enuUed  'An^i^tl^'iS^S-^-l^^tL- 

U  'Tsideiit,Ia»vetheinduIgenceoftheS«i«te<v,»,, v 

tn««*tion  of  my  r«,u«t  iSay  wy  tW^-^^t!!Z ^T'  * 
•      '1  a  vwy  impomnt  commumcaUondire^^^  m  r**  "'  .•  ' 
-  --w-n  of  the  dye  bill,  and  therefore  I  iSm^  "/ f^  '^*  "•  =  •-- 

V:j-:iS?-*-'-^'«^<>f--"'"Tthitii.:l?S^3^^^^ 

-       «ii.TI    OF   CONTACT.    AND   CITes    A««.U«««LttT  ^~.;' 
.•:v   KCHAKOK   FATEN-W  AND  8EC..T  rWcSwW-"^' 
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I,  alleging  brciach  of  c 
>>c  a.  May  7,  by  Edgar  Levi 
«     ---  of  Wilmiii^taii,  Del. 
0-6-  .iiat  the  Du  Font  Co.  in  r 
.   :stt  txdmixe  right  to  mai 
'»-  tt^rwanent  that  Edear  1/ 
•   c  Lerinslein  (Lla.)  in 
^  •  c  ^izaMi  as  a  selling  me^ 
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"It  is  also  alleged  that  the  Du  Pont  Co.  undertook  to  reserve  for  him  an  annual 
fupply  of  Levinstein  dyes,  and  also  Du  Font's  own  dye  products,  on  which  he  was 
maranteed  a  profit^  and  agreed  that  it  would  make  every  enort  to  enable  him  to  retain 
he  customers  obtamed  by  him  while  he  was  representing  Levinstein  (Ltd.)  and  doing 
jumness  under  the  name  of  I.  Levinstein  &  Co.  (Inc.  J. 

"The  Du  Pont  Co.  is  alleged  to  have  solicited  ana  induced  plaintiff's  customers. 
>y  imfoir  methods,  to  transfer  their  trade  and  customs  in  d^es  from  him  to  itself  and 
X)  have  violated  its  contract  in  other  respects  with  the  deliberate  purpose  of  driving 
he  plaintiff  out  of  business. 

"  R.  M.  Morse  and  Frank  H.  Stewart,  No.  6  Beacon  Street,  Boston,  counsel  for  the 
plaintiff,  say  in  their  complaint: 

'^  *  TERMS  OF  AGRBBMENT. 

"  'The  plaintiff  says  that  for  a  long  time  prior  to  November  30.  1916,  as  sole  repre- 
sentative of  Levinstein  (Ltd.),  a  corporation  duly  organized  ana  established  by  law 
and  having  its  principal  place  of  business  at  Manchester,  England,  and  I.  Levinstein 
A  Co.  (Inc.),  a  corporation  duly  organized  and  establishea  under  the  laws  of  the 
(ommon wealth  of  Massachusetts,  and  havine  its  principal  place  of  business  at  Boston, 
within  said  district,  he  had  been  engaged  in  ouiloing  up  and  earring  on  in  the  United 
States  a  large  and  profitable  dyestuffs  business,  especially  as  a  selline  medium  for  the 
dye  products  and  manu&ictured  under  the  processes  and  brands  of  Levinstein  (Ltd.) 
and  bad  obtained  a  large  number  of  important  and  profitable  customers. 

"  That  on  March  27,  1918,  the  plaintiff  and  defendant  entered  into  a  written  con- 
tract, by  the  terms  whereof  the  defendant,  among  other  things,  agreed  in  substance 
and  effect  with  the  plaintiff  to  protect  the  trade  and  good  will  so  built  up  by  him  in 
dyestuffs  as  aforesaia,  and  in  particular  agreed  to  reserve  for  him  from  its  manufacture 
and  production  of  both  Levinstein  and  Du  Pont  dyes,  so  called,  a  supply  of  600  tons 
in  each  and  every  consecutive  12  months  at  a  price  to  enable  him  to  sell  to  his  custom- 
ers at  the  defendant's  usual  prices. 

** 'alleges  breach  op  contract. 

'  That  the  defendant  did  not  reserve  for  him  from  its  manufacture  and  production 
of  both  Levinstein  and  Du  Pont  dyes,  so  called,  a  supply  of  600  tons  in  each  and  every 
consecutive  12  months  at  a  price  to  enable  him  to  sell  to  his  customers  at  the  defend- 
ant's usual  prices  and  leave  him  a  reasonable  profit,  but  that,  on  the  contrary,  the 
defendant,  in  violation  of  its  contract  with  the  plaintiff  and  with  the  deliberate  pur- 
pose and  intent  of  obtaining  for  itself  the  plaintiff's  established  trade,  custom,  and 
good  will  and  depriving  the  plaintiff  of  the  same  and  embarrassing  him  and  dri  v  ing 
him  out  of  his  long-estabUshed  business,  has  intentionally  and  deliberately  failed, 
neglected,  and  refused,  and  still  refuses,  to  supply  him  on  orde^  with  dyes  for  his 
ruBtomers;  has  withheld  and  delayed,  and  still  withholds  and  delays,  shipments  to 
him  after  accepting  his  orders  for  dyes,  and  has  concealed  prices  and  changes  in  prices 
from  him;  has  obstructed,  hindered,  and  delayed  him,  and  still  obstructs,  hinders, 
and  delavs  hrm,  in  obtaining  orders  from  his  customers  and  in  placing  orders  with 
itaelf  and  in  obtaining  a  fair  selection  of  colors  from  it;  and  the  plaintiff  further  says 
that  the  defendant  by  divers  inducements,  devices,  means,  and  unfair  methods  and 
practices  has  covertly,  secretly,  and  persistently  solicited,  canvassed,  importuned, 
persuaded,  and  induced  the  customers  of  the  plaintiff  to  transfer  and  divert  their 
trade  and  custom  in  dyes  from  the  plaintiff  to  the  defendant.'  " 
.  Then  follows  the  agreement  between  the  Du  Pont  Co.  and  Levinstein  (Ltd.).  It 
IS  that  to  which  I  crave  the  attention  of  the  Senate.  What  I  have  so  far  read  is  merely 
introductory. 

"The  agreement  between  E.  I.  du  Pont  de  Nemours  &  Co.,  of  Wilmington,  Del., 
and  Levinstein  (Ltd.),  of  Manchester,  England,  makes  the  following  arrangements 
lOT  an  exchange  of  information  regarding  patented  or  secret  processes  and  the  appara- 
tus, machinery,  and  plant  necessary  for  tne  manufacture  of  dyes,  intermediates,  and 
;  W"^  "i'f^Tials. 

"lev  T>U  PONT   AGREEMENT. 

shall  b  1  lowing  rights  in  respect  to  all  patented 

tecret '  ^  clause  1  hereof  videlicit: 

ins  st  hts  for  the  use,  manufacture,  and  sale 

fid  the  inventions  and  secret  processes  through- 

ui.  Ire]  Lsh  possessions,  colonies,  and  dependen- 

ida),  slgium,  Holland,  Portiigal,  Switzerland, 
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Denmark,  Norway,  and  Sweden,  and  nonexclueive  rights  throughout  Canada  .uj  * . 
other  countries  except  those  for  which  the  Dii  Pont  Co.  is  to  have  exclusive  ns:\'- 

''(6)  The  Du  Pont  Co.  shall  have  exclusive  rights  for  the  use.  manufactur*    « 
sale  under  its  own  and  Levinstein's  patented  inventions  and  secret  proreaeep  thr  •  . 
out  the  United  States  of  America  and  all  its  ftossessions.  present  and  futrjn-  M*  \ 
and  Central  and  South  America,  and  nonexclusive  rights  throughout  all  other  r\*uc  -- 
except  those  for  which  Levinsteins  is  to  have  exclusive  ri«:hts.** 

Here  is  a  partition  of  the  world  between  two  huge  institutions  which  are  er.jm. 
in  the  same  business  and  which  finds  its  an^alog^'  in  that  historical  incident  cr^^t  ** 
ago,  when  the  Pope,  by  arbitrary  decree,  divide  the  world  into  two  portions,  M^ir 
the  eastern  to  Spain  and  the  western  to  Portugal. 

'^LEVINSTEIN  PAYMENTS. 

''If  the  information  to  be  furnished  by  Levinsteins  to  the  Du  Pont  Vo  «h. 
capable  of  turning  out  finished  products  of  the  standard  of  the  products  from  tun* 
time  sold  by  Levinsteins,  and  if  the  synthetic  indigo  produced  bv  such  proceR:*«p  -r. 
be  up  to  the  commercial  standard  heretofore  ruling  in  the  United  States,  the  Du  V 
Co.  snail  pay  to  Levinsteins  £25,000  in  each  of  the  10  years  from  July  1,  1917.  t-  J . 
1, 1927,  the  first  payment  to  be  made  on  July  1,1918.    The  condition  for  such  p*\  rt 
shall  be  deemed  conclusively  to  be  performed  if  Levinsteins  shall  at  their  w««rb  :- 
duce  finished  products  and  synthetic  indigo  of  the  before-mentioned  standards  ^ 
shall  prove  that  they  furnished  the  Du  Pont  Co.  with  the  information  and  iiu4r.  '• 
necessary  to  produce  the  same,  whether  in  i&ct  the  Du  Pont  Co.  are  or  are  not  ir>  • 
produce  the  same  or  do  or  do  not  produce  the  same." 

That  is  to  say,  the  Du  Ponts  may,  without  violating  the  contract,  susoend  nrodu<  * 
if  the  mutual  interests  of  those  two  world-dominant  corporations  snoula  fin<i  * 
course  the  more  profitable. 


"PROVISIOX    FOR   ROYALTIE.^. 


"The  royalties  payable  by  the  party  accepting  the  liconse  shall  be  5  per  y  " 
the  selling  value  of  the  fimshed  product  delivered  in  the  countr>'  of  manai*     ' 
In  the  case  of  a  patented  invention  the  royalty  shall  not  be  payable  beyond  tb*    '  .* 
ence  of  the  patent  and  in  the  case  of  secret  process  shall  be  payable  only  d>mLj ' 
continuance  of  this  agreement.    The  royalties  payable  to  Tx^\'in8tein8  und*?  ':  ' 
clause  shall  be  additional  to  the  £25,000  a  year  mentioned  in  clause  3  heivof 

"  It  is  intended  to  hold  in  June,  1917 — '* 

The  dates  in  this  document  seem  to  be  inconsistent,  but  I  presume  that  is  J . 
errors  in  copying^- 

''in  America  a  meeting  by  repreisentatives  of  the  parties  hereto  for  the  purf*i* 
arranging  selling  f^lities'for  nonexclusive  Asiatic  territorv,  particularly  Japan  j' 
China,  the  intention  being  to  arrange,  if  possible,  a  joint  selling  company*,  the  ^^  - 
of  which  is  to  be  subscribed  and  its  sales  to  be  divided  as  nearly  as  poBBibl<>  m  •  ^ 
parts  by  the  parties  hereto." 

Let  me  ask  herp,  Mr.  President,  if  it  be  true  that  this  industry  is  to  peri^b  j'.- 
the  pending  bill  shall  be  enacted,  how  is  it  that  the  Du  Pont  Co.,  a  pnncija'   -"  ■ 
ficiary  under  it,  should  assume  the  risk  in  July,  1918,  of  making  a  contrart  "ii*  * 
Levinsteins,  under  which  the  two  agreed  to  ort^anize  a  corporation  as  a  me^It'J'^     ' 
securing  and  controlling  the  dye  business  of  Janan  and  (>nina?    WTiere  is  th*'' 
this  document  the  slightest  expression  which  would  indicate  apprehension  of  a  drir- 
and  dfistructive  (lerman  competition? 

Bear  in  mind,  Mr.  ^resident,  that  this  contract  was  made  during  the  wax. 
the  then  existing  dutios  in  America  upon  dyo^tuffa,  nearly  one  year  bofopp  ih**  ^••" 
dent  recommended  further  legislation  in  behalf  of  the  indus'tr>',  and  loo^  I 
anyone  could  assume  what  the  character  of  that  legislation  might  be  or  ♦•>'! 
form  it  mii^ht  assume. 

Mr.  Nugent.  Mr.  T^ resident 

Mr.  Thomas.  I  yield  to  the  Senator  from  Idaho. 

Mr.  XuoENT.  1  rist*  merely  to  ask  a  question  for  information.     I  desire  lo  **•  ' 
vSenator  from  Colorado  v.hethfT  or  not  he  understands  that  the  fX)ntrart  wh*  *; 
has  read  is  applicable  only  to  dyes  that  have  been  patented  by  the  Du  PoijU*£«.*  "' 
Le\'insteins? 

Mr.  Thomas.  And  also  to  secret  processes  which  are  controlled  by  the  two  nvr*'; 
tions. 

Mr.  Nugent.  It  applies  also  to  secret  processes? 

Mr.  Thomas.  Yes;  as  may  be  devised  by  either  of  the  two  contracting  l^f*  "* 
It  does  apply  to  that  class  of  dyes.    However,  Mr.  President,  it  is  the  comm^ocrm* '  • 
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he  initiation,  of  the  monopolistic  condition  to  which  I  directed  the  attention  of  the 
donate  on  yeaterday. 

Mr.  Nugent.  Mr.  President,  does  the  Senator  from  Colorado  understand  that  that 
ontract  has  to  do  with  patents  for  dyes  that  are  not  produced  in  Germany? 

Mr.  Thomas.  It  has  to  do  with  all  patents  for  dyes  w^ich  are  controlled  by  either 
»f  the  contracting  parties  and  with  such  secret  pro^iesses  as  either  may  have  devised 
>r  may  devise  during  the  life  of  the  contract;  it  is  an  agreement  of  world-wide  dimen- 
'ioDP,  and  must  necessarily,  therefore,  have  to  do  with  the  dye  industry  as  a  whole, 
for  I  assume  that  through  and  by  means  of  such  an  enormous  combination  of  the 
?reat  dye  house  of  England  and  the  great  dye  house  of  America  control  of  the  industry 
Kill  be  ultimately  acquired.    I  proceed: 

'^If  any  difference  or  dispute  shall  arise  between  the  parties  hereto  in  respe<t  of 
this  agreement  or  any  matter  or  thing  relating  thereto,  the  same  shall  be  referred 
to  the  President  for  the  time  being  of  the  Du  Pont  Co.  or  his  nominee  and  the  chair- 
man for  the  time  being  of  the  Levinsteins  or  his  nominee,  who  shall  arbitrate  the 
f«Lme  and  whose  award  shall  be  final." 
Mr.  SiMMOKs.  Mr.  President,  will  the  Senator  permit  me  to  ask  him  a  question? 
Mr.  Thomas.  I  yield  to  the  Senator. 

Mr.  Simmons.  I  do  not  understand  from  the  reading  by  the  Senator  of  the  con- 
tract whether  or  not  the  United  States  was  apportioned  exclusively  to  the  Du  Ponts. 
Mr.  Thomas.  The  United  States  as  it  now  exists  and  all  territory  or  dominions 
which  it  may  hereafter  acquire. 

Mr.  Simmons.  And  the  English  house  is  not  permitted  to  sell  under  that  contract 
within  such  territory'? 

Mr.  Thomas.  Evidently  not,  unless  this  contract,  this  partnership  arrangenent, 

thiss  executory  arrangement,  is  ultimately  to  be  applied  to  the  remainder  of  the  world. 

Mr.  Simmons.  Does  it  also  provide  that  the  Du  Ponts  shall  not  sell  in  Great  Britain? 

Mr.  Thomas.  Yes.   The  Senator  perhaps  was  not  present  when  I  read  that  part  of 

the  document  virtually  di\ading  the  world  into  halves.    I  will  read  it  again  for  the 

benefit  of  the  Senator: 

*'(a)  Le\'insteins  shall  have  exclusive  rights  for  the  use,  manufacture,  and  sale 
under  its  own  and  the  Du  Pont  Co.'s  patented  inventions  and  secret  processes  through- 
out Great  Britain,  Ireland,  India,  and  all  British  pcwsessions,  colonies,  and  dependen- 
cies (except  Canada),  France,  Italv,  Spain,  Belgium,  Holland,  Portugal,  Switzer- 
land, Denmark,  Norway,  and  Sweden,  and  nonexclusive  rights  throughout  Canada 
ami  all  other  countries  except  those  for  which  the  Du  Pont  Co.  is  to  have  exclusive 
rights." 

It  is  a  partition  of  the  entire  globe.  Just  what  the  proportions  are  I  have  not 
attempted  to  calculate;  I  have  not  had  time  to  do  so;  but  the  Du  Pont  Co.  shall  have 
exclusive  rights  as  to  its  part  and  the  Levinstein  Co.  shall  have  exclusive  rights  as  to 
its  part,  subject  to  the  executory  contract  to  be  drawn  between  them  for  dividing  the 
spoils  in  China  and  Japan. 

Mr.  TowNSEND.  Mr.  President 

Mr.  Thomas.  I  jdeld. 

Mr.  TowNSEND.*  I  regret  to  say  that  I  was  not  present  when  tne  Senator  commencefl 
reading  the  document,  and  I  should  like  to  ask  him  from  what  he  is  reading. 

^Ir.  Thomas.  I  will  hand  that  portion  of  the  document  which  I  have  read  to  tho 
Senator  so  that  he  can  see  for  himself,  and  I  will  proceed : 

'The  contract  between  the  Du  Pont  Co.  and  Le\'in8tein  (Ltd.)  was  signed  by  J. 

Amorv  Haskell,  vice  president  of  E.  I.  du  Pont  de  Nemours  &  Co.,  and  John  B. 

Lonsdale,  chairman,  and  Herbert  Levinstein,  managing  director  of  Levenstein  (Ltd. )." 

We  now  come  to  the  contract  for  the  alleged  breach  of  which  the  suit  was  brought 

which  exposed  the  whole  thing  to  the  public. 

''Edgar  Levin8tein*s  etrntract.—^^  second  agreement  made  by  E.  I.  du  Pont  de 
Nemours  &  Co.  with  Edgar  Levinstein,  of  Boston,  says  in  part: 

*'  First.  The  Du  Pont  Co.  agrees  to  sell  to  Edgar  Levinstein  from  time  to  time,  to 
AQ  aggregate  amount  of  not  more  than  600  tons  in  each  consecutive  12  months,  such 
finished  dyes  as  he  may  select,  including  svnthetic  indigo,  of  the  standard  types, 
ebades,  and  strength  as  heretofore  or  hereafter  established,  if  and  as  the  same  are 
prepared  or  manufactured  and  offered  to  the  trade  by  the  Du  Pont  Co.  (or  by  any  sub- 
sidiary now  or  hereafter  to  be  organized  by  it)  under  the  patented  or  unpatented  in- 
ventions or  processes  heretofore  or  hereafter  acquired  by  the  Du  Pont  Co.  from  or 
through  Levinstein  (Ltd.). 
"  Second.  The  Du  Pont  Co.  further  agrees  to  sell  and  deliver  to  said  Edgar  Levin- 


694  ^  TABIFF — ^DYBS  BMBAR60. 

sales  agency  blanches  of  the  Du  Pont  Co.)  less  15  per  cent,  which  allowance  of  n  :*-- 
cent  shall  cover  all  expenses  and  profit  of  said  Levinstein  for  Kafwnifig  said  5  ■ 
purchased  and  resold. 

"Third.  The  Du  Pont  Co.  further  acprees  that  it  will  reserve  for  Edgar  Levic«t. 
from  its  manufacture  and  production  of  such  dyes  as  aforesaid  a  supply  of  600  tx^* 
each  and  every  consecutive  12  n^onths  and  that  it  will  make  every  effort  to 
said  Edgar  Levinstein  to  continue  to  supplv  the  dyes  aforesaid  to  the  cm 
obtainea  by  him  in  the  United  States  while  he  was  doing  business  under  tlii* 
and  style  of  I.  Le%'instein  &  Co.  (Inc.).'' 

It  is  that  policy  which  the  Du  Pont  Co.  has  declined  to  carry  out«  It  i?  u« 
contract  the  benefits  of  which  it  proposes  to  secure  by  the  usual  monopolistic  m^thmr 
that  iH  to  say*  by  ignoring  its  covenants  and  defying  the  injured  party. 

The  last  page  of  this  communication  recites: 

Du  Pont  Co,  changes, — In  the  reorganization  of  the  Du  Pont  Co..  C.  W.  Phn..* 
•ales  director  ol  the  explosives  department,  has  been  appointed  general  direcu-r  * 
sales,  which  position  carries  with  it  the  supervision  of  the  various  sales  depsniMist* 
each  of  which  has  its  separate  director.  The  new  position  has  just  been  eotablish-f 
by  the  new  executive  committee,  and  is  one  of  great  importance,  in  view  oif  th4>  rai*' 
liicrtvising  peace-time  acti\'itir8  of  the  company's  various  department" 

' '  Mr.  niellis  has  been  with  the  Du  Pont  Go.  since  January.  1901,  and  has  had  vi:- 
axperieuc^  with  the  sales  department.  For  his  first  ^ear  and  a  half  of  service  h^  v«> 
(H>nne<'teil  with  the  shotgun  smokeless-powder  division,  with  headquarters  at  Cam 
uati.  Then  has  was  made  a  salesman  in  the  explosives  sales  department  with  U' 
MidiUe  Eastern  States  as  his  territory.  In  1906  he  was  made  a  district  mana^.  vi^ 
headquarters  at  Huntington,  Pa.  After  10  years  of  successful  work  in  the  distri<^  i* 
wan  traiviferreil  to  the  Denver  office  as  district  manager,  to  take  chaige  of  the  importaii 
saleii  Work  in  the  Rocky  Mountain  States.  In  November.  1918,  he  was  again  ad vaiu  **. 
aud  weut  to  Wilmington  as  the  director  of  sales  in  the  explosives  branch  of  the  Da  P<c' 

bUHiuemi.*' 

1  priviume  the  .significance  of  this  charge  as  regards  the  suit  to  which  this  documf'.' 
roiVrn  U  tltat  the  new  sales  manager  will  be  the  representative  of  the  Du  Pont  Co  r 
like  al^KU'ptiiui  of  the  business  of  Edgar  Levinstein. 

Mr.  IVeiddout,  just  one  word  of  comment.    My  information  is  the  institution  of  tl..- 
NUit  i*aiue  at  a  meet  appropriate  time.    It  immediatelv  succeeds  the  letter  <rf  ti- 
|»uUli\-lty  a^eut  of  the  Du  Pont  Co.  to  the  Senator  from  New  Hampshire  (Mr.  Mrve^ 
wlkirK  tkko  Stmator  from  Iowa  (Mr.  Kenyon)  yesterdayplacedin  the  Kecord.  and  whi : 
iu\iirattHt  the  ab^u^bing  interest  of  the  Du  Pont  Co.  in  the  pending  legislation,   v^i 
\  IrtUAllv  aiiumuts  to  an  assurance  that  unless  the  Senator  from  New  Hiunpahire  wui 
dtAWP  \\\$  obitH^tiivn  to  the  bill  the  Du  Pont  Co.  will  withdraw  its  support  of  Ctrc 
\\  (hhI  ;  and  >vl\at  that  support  is  every  Senator  knows  as  well  as  I.    This  expositive  - 
a  *U^\^  taktHx  ihiriik^  tlie  existence  of  the  war,  when  the  AlUes  were  fighting  for  tb-** 
Umm,  by  which  a  i;roat  American  monopolv  combined  with  a  great  British  mooop« . 
(o  \Uaufuato  the  dve  industrv  of  the  world,  is,  to  my  mind,  convincing  pnxrf  of  tL- 
(ulluouaM  and  the  interests  which  are  behind  this  bill,  which  initiated  tus  legislsUix 
w  \\W\\  CihuuhI  the  language  of  the  measure,  which  induced  additions  reigarding  liceoi' 
aud  «»mbaiv^>.  and  which  depend  upon  this  l^islation  as  a  valuable  asset  in  the  de^r. 
o|^u^»ut  wi  tixtur  ambitious  and  the  accomplishment  of  their  purposes. 

Ml    l'vtv4(\lout,  if  1  am  correct,  it  must  follow  that  the  remote  purpose  of  this  bill  »• 
U((U»  nh.Mt  vU'  iixJfanuniA,  and  that  it  should  be  rejected  by  the  deUberate  and  indurna^ 
judksiut'Ut  vM[  every  Member  of  this  body. 

SoiuUor  l*\  FoLLSTTE.  I  can  shorten  up  this  examination  some- 
\\\\\\i,  \\\\  (Miturman,  by  incorporating  in  the  record  directions  fn^n: 
{\\s\  tt^tuuony  of  Mr.  Choate,  as  assembled  and  printed  in  theCuiH 

fnon*«ionttl  KtH'ord  on  July  11,  and  I  will  furnish  tnem  to  the  reporter 

Mr.  (^uoATK,  May  I  suggest  that  if  this  matter  contained  \r 
om  lior  htmriu^  is  incorporated  at  all,  it  would  be  fair  to  incorpora!'* 
U  \\\  iMUupU^tt^  form. 

riiofii  \iUMAN.  You  mean  all  the  hearings  that  jrou  appeared  in' 

Mr.  Cuo.vTK.  No,  sir;  before  the  Senate  committee  is  what  I 
uiuloiMtumi  to  be  referred  to  in  the  Senator *s  remarks. 

St>iui(or  MosRS.  I  am  not  a  member  of  the  committee;  but  Senator 
In  Kollo(<^  will  undoubtedly  examine  Mr.  Choate  upon  these  section- 
il  |l\o>  luo  not  to  be  printed  as  he  requests. 
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m  >ATE.  I  think  that  will  be  the  fairer  course,  because  if 
have  been  selected  in  my  own  testimony  it  has  probably 
•  a  wish  to  use  them  to  produce  an  effect  largely  different 
1^  which  it  was  intended  to  produce  by  the  whole  of  my 
^v  and  if  it  is  so  used,  I  ought  to  be  given  an  opportunity  to 

I^URMAN.  How  many  pages  are  there  in  the  whole  testimony  ? 
j"  La  Follette.  About  a  page  and  a  half  of  the  Congres- 
[^:ord. 

TUBMAN.  Mr.  Choate  wants  all  the  testimony  printed. 
^  La  Follette.  Oh,  that  is  very  voluminous. 
•xATE.  No;  although  a  seeming  contradiction,  I  think  there 
PO  pages  of  my  testimony  all  told,  which  includes  documents 
1^  have  already  asked  to  have  put  in. 

|-  La  Follette.  I  find  that  you  were  constantly  contributing 
IftB  all  the  way  through  the  examination. 
Ipiate.  I  think  I  was  asked  a  few  questions  here  and  there. 
^ik  my  main  testimony  only  covers  a  very  few  pages  in  the 
_       In  the  House  hearings  it  was  very  voluminous. 
La  Follette.  I  have  no  objection  to  putting  in  any 
h-  of  the  testimony  he  has  ^iven  heretofore. 
I^AIBMAN.  If  there  is  no  objection,  in  order  that  Mr.  Choate 

■   an  opportunity  to  have  lair  consideration 

^  La  Follette  (interposing).  And  it  might  be  printed  in  the 

oxKring  the  quotations  form  your  testimony. 
^AiBMAN  (continuing) .  Mr.  Choate  will  supervise  the  gather- 
Iter  of  his  testimony  and  what  he  desires  may  be  inserted. 
J^ATB.  I  do  think  1  can  probably  throw  light  on  almost  any 
[jects  referred  to  in  your  selected  aiiotations. 
ft.ACBMAN.  Mr.  Choate,  will  you  nand  to  the  stenographer 

Monday  what  you  desire  of  your  previous  testimony  to  be 
^  as  a  part  of  vour  remarks,  and  it  will  be  printed  in  the 
I  to-day? 

\  Dillingham.  Mr.  Choate  has  just  made  a  suggestion  that 
like  to  comment  upon   the   testimony  which  has   been 


\ 


>ATE.  After  I  know  what  it  is;  I  may  not  wish  to  comment 

But  I  think  a  more  satisfactory  course  will  be  to  have  the 
I  ^k  me  questions  as  to  such  portions  as  he  desires. 
V   La  Follette.  I  do  not  thmk  I  desire  to  take  the  time  of 

ittee  to  do  that.     1  will  hand  the  selections  to  Mr.  Choate. 

marked  portions  [handing  the  papers  referred  to  to  Mr. 


:  AIRMAN.  Mr.  Choate,  you  can  ojlance  through  them,  and 
it  is  jou  are  undoubtedly  very  itimiliar  with  it,  and  ijf  you 

runnmg  comment  to  make,  you  may  do  so,  or  you  may  have 

»n  Monday;  I  do  not  know.     We  want  to  close  this  hearing 

n. 

>ate.  That  is,  as  I  suspected,  this  contains  a  number  of 

f?ll,  shall  I  say  rather  })iting  comments  by  someone:  1  do 

■iber  whose  speech  it  is.     Among  others,  is  this  comment : 

La  Follette  (interposing).  I  am  hot  proposing  to  insert 
tjrd  any  comments,  Mr.  Choate,  Init  just  simply  the  ques- 
were  propounded  to  you  by  members  of  the  committee  and 

•.ers  to  them. 
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Mr.  Choate.  To  show  you  how  easily  these  matters  le^d  to 
apprehension,  I  must  read  from  the  clipping  here  somethtofr  tii 
strikes  my  eye.     [Reading:] 

A  sale  to  the  Graselli  Co.  of  1,100  patents  and  other  property  for  |5,400,0n)  r. 
them  realize  they  would  stand  little  aanger  in  taking  over  4,500  patents  fnr  fSW  ■• 

That  sentence  is  obviously  framed  to  make  it  appear  that  the  11 
Thayer  patents  were  sold  to  Graselli  for  $5,000,000,  while  500  »• 
sold  to  tne  Foundation  for  $450,000. 

Senator  La  Follette.  Is  that  contained  in  a  question  or  ans^r'.- 

Mr.  Choate.  That  is  contained  in  the  comment. 

Senator  La  Follette.  As  I  say,  I  am  not  offering  the  comffi"' 
I  am  just  proposing  to  quote  from  your  testimony  as  I  found  it  ii.-  • 

Mr.  Choate.  But  I  tnink  it  would  perhaps  be  only  fair  to  cleir 
that  at  the  outset. 

Senator  Simmons.  Did  you  not  clear  it  up  in  your  answer  f 

Mr.  Choate.  I  do  not  see  it  clear  enough  here  in  the  part  that  -*  * 
put  in. 

What  actually  happened  was  that  the  entire  property  of  • 
Thayer  Co.,  including  the  very  valuable  aspirin  works  and  * 
aspirin  business,  were  sold  to  the  Graselli  Co.  for  $5,400,000.  I 
the  property  was  not  sold  as  property,  but  sold  in  the  form  of  * 
ownership  of  the  stock  of  the  American  company  wliich  had  fonL«  : 
been  owned  by  the  German  company.  It  was  that  stock  w 
carried  the  patents.  The  patents  were  not  sold  separately  and  * 
patents  were,  as  I  think  was  pointed  out  by  Senator  Watson  ye^*« 
day,  turned  out  to  be  of  almost  negligible  value. 

Senator  La  Follette.  That  is  his  testimony. 

Mr.  Choate.  Whose  testimony  ? 

Senator  La  Follette.  Watson's. 

(The  testimony  of  Mr.  Choate,  as  submitted  by  Senator  La  Foil'** 
and  referred  to,  is  here  printed  in  full,  as  follows:) 

(From  p.  88,  dyeatuffj?  hearing,  Senate:) 

Mr.  Choatb.  I  appear  here  as  counsel  for  the  Chemical  Foundation,  into  «: 
shall  go  in  a  moment,  and  also  I  have  been  asked  to  represent  the  Amm^'ai.    * 
Institute,  which  ia  an  association  of  all  the  dye  makers  in  the  country,  heam*  * 
have  practically  the  same  point  of  view  presented  by  the  C'hemical  Fouxidmtiocj  v*- . 
and  are,  therefore,  properly  represented  by  the  same  counsel.     I  came  into  thtf  i- 
gentlemen«  through  my  8er\'ice  in  the  office  of  the  Alien  Property  Custodian    *   * 

I  am  a  life-long  Republican    *    *    *    and  so  although  it  was  none  of  our  ^  v  * 
as  members  of  the  Alien  P*roperty  Custodian's  staff,  but  purely  for  what  w^  « it-  • 
to  be  reasons  of  public  spirit,  all  of  us  who  bad  the  knowledge  thus  derived  t^m-  ■  ■ 
early  began  to  scratch  otir  heads  to  see  if  we  oould  not  find  some  way  d  Mpiu 
industry  here  (p.  100). 

(.Fleafings  before  the  Wavs  and  Means  Committee,  dvestuff*',  on  H.  R.  2?0i  .' 
14  to  20,  1919,  Mr.  Joseph  Choate  testifying,  pp.  110-111:) 

Mr.  Choate.  The  one  thing  the  Alien  Property  Custodian  had  power  to  do  •**• 
further  help  from  Congress  was  to  sell  them  (the  German  dye  patents).    •    ♦   •    * 
it  was  obvious  that  the  \^'iMest  thing  for  us  to  do  was  to  sell  to  good  Amen<«i  : 
chasers,  and  what  could  we  do?    *    *    *    It  was  then  that  the  fertile  hrain    ■ 
(larvan,  the  present  Alien  Custodian,  then  in  charge  of  the  Burma  of  Invn>ti£i* 
conceived  the  liieh  idea  of  getting  an  industrial  organizjition  to  act  ai»  a  tn»t*« 
poration  to  buy  uie  patents.     1  was  present  at  ever>'  detail  of  eYer>*  one  d  ti- 
sultations  that  resulttnl  in  that  organization.    *    ♦*  *     It  took  tJie  form  it  <: 
this  reason:  In  the  lirst  place,  we  had  to  got  an  organi/iktion  that  could  oe\ef  fa  • 
the  control  of  any  one  Inxly,  ajiy  one  company,  any  one  man,  or  any  |en>iip  <  " 
For  that  purpose  we  made  the  stock  nontransferable  without  the  coneeac  of  th^  <? 
pany.    ♦    *    ♦    For  that  purpose  we  proWded  that  the  whole  stock  nmrt  he  |v»i- 
in  the  hands  of  a  voting  trustee.    ♦    ♦    * 


TAliItlr-^0TES  EMBABGO.  697 

Mr.  Oi<i>FiKLD.  Can  ftnybody  ufle  these  patents  (p.  114)? 

Mr.  Ohoatb.  Not  everybody,  but  every  good  American  citizen  can  make  applica- 
on  for  a  license  and  get  it  on  equal  terms,  and  they  have  to  pay  a  royalty  in  each 
ase. 

Mr.  Oldfield.  You  effect  the  license  system,  because  all  of  these  patents  are 
ontrolled? 

l^Ir.  Ckoate.  Oh,  no;  they  are  only  controlled  by  the  Chemical  Foundation  to  a 
erv  minor  extent. 

(Sir.  Hoguet,  idio  furnished  the  '^soft  stuff,''  as  he  calls  it,  must  be  called  as  a 
-itnesB.     Again  quoting,  p.  116): 

Mr.  Choate,  As  to  Mr.  Garvan,  being  connected  with  this  matter,  that  happened 
1  this  way:  We  were  casting  about  to  get  a  man  to  take  hold  of  it,  and  so  Mr.  Hoguet, 

very  ardent  Republican,  and  myself  were  discussing  it  as  thoroughly  as  we  could 
8  to  who  could  handle  it.  It  was  evident  that  whoever  took  that  position  (manager 
f  the  Chemical  Foundation)  would  have  to  have  a  certain  familiarity  with  the  Ger- 
lans  in  this  country.  There  was  no  other  man  except  Mr.  Garvan  who  had  a  tenth 
f  hifi  qualifications  in  that  respect. 

Mr.  MooRB.  How  did  he  acquire  that  influence? 

Mr.  Ghoate.  As  head  of  the  Bureau  of  Investigation  of  the  Alien  Custodian's  office 
rom  the  start.  ♦  *  *  I  should  say  that  Mr.  Garvan  is  a  dollar-a-year  man,  and 
las  no  need  to  ask  for  any  other  compensation,  and  is,  therefore,  serving  with  the 
!3iemical  Foundation  without  compensation. 

Mr.  Green.  Just  what  were  your  duties  with  the  custodian  of  the  alien  pro|>erty? 

Mr.  Choate.  In  the  bureau  of  investigation;  I  had  charge  of  the  investigation  of 
he  chemical  business. 

Mr.  Choate.  The  Bayer  Go.  was  sold  for  over  $5,000,000.  Of  course,  they  had 
arge  properties. 

Mr.  GasBN.  You  knew  that  the  patents  had  large  value? 

Mr.  Choate.  I  knew  that  the  patents  had  a  value  which  no  man  could  calculate, 
because  no  man  could  say  which  were  valuable  except  in  rare  cases.  I  suppose  of 
the  5,000  taken  over  a  great  many  were  absolutely  worthless. 

Mr.  Green.  Mr.  Garvan  occupied  what  position? 

Mr.  Choate.  He  was  head  of  the  bureau  of  investigation. 

Mr.  Green.  And  you  at  that  time  were  working  under  him? 

Mr.  Croatb.  I  was. 

Mr.  Green.  These  companies,  by  virtue  of  their  operation,  whether  in  connection 
with  these  patents  or  not,  and  although  while  holding  these  patents,  have  made  im- 
mense prisfits  in  this  country? 

Mr.  Choate.  Large  profits,  I  should  say. 

Mr.  Green.  And  profits  that  both  you  and  Mr.  Garvan  were  aware  of? 

Mr.  Choate.  Yes. 

Mr.  Green.  And  learned  it  in  the  course  of  your  operations  for  the  Government 
(p.  US)? 

Mr.  Choate.  Certainly.  You  understand  the  business  was  not  laige.  The  total 
amount  of  imports  before  the  war  was  under  $12,000,000.    *    *    * 

Mr.  Green.  Now,  irfter  these  discoveries  had  been  made  by  virtue  of  the  connec- 
tion with  the  Government  (value  of  the  German  patents),  this  corporation,  called  the 
Chemical  Foundation,  was  instituted,  and  it  was  concluded  to  place  as  its  president 
Mr.  Garvan,  a  very  capable  gentleman,  and  to  retain  an  exceeaingly  ca|)abie  lawyer 
aa  the  corporation  counsel,  in  the  person  of  yourself.  *  *  *  Now,  this  company, 
lui\ing  bought  these  patents,  you  say  would  have  a  considerable  power  over  the 
imports  as  the  result  of  its  control  of  the  patents  (p.  118)? 

Mr.  Choate.  It  would  have  the  power  to  control  to  a  certain  extent  the  operations 
under  tha  patents.  It  can,  if  it  can  induce  people  to  take  out  revocable  licenses, 
revoke  the  licenses  if  the  licensee  behaves  baaly.  Whether  people  will  take  licenses 
out  in  that  form  remains  to  be  seen. 

******* 

Mr.  Green.  If,  then,  he  who  is  a  manufacturer  in  a  small  way  comes  before  the 
Chemical  Foundation  and  it  appears  to  the  foundation  that  he  has  so  far  not  manu- 
^ctured  dyes  to  their  aatisfacti<m,  and  because  he  could  not  manufacture  them  under 
these  patents  without  having  a  license,  or  for  any  other  reason  that  appeared  to  them 
to  be  sufficient,  he  could  be  exduded  (p.  120)? 


eons— 21— pt  11- 


698  TARIFF — ^DYES  EMBABOO. 

Mr.  Choate.  He  would  be  excluded  if  the  Chemical  Foundfttion  did  Dot  t«> 
he  was  in  a  poedtion  to  make  dyes  that  would  be  a  credit  to  the  American  iad 
Mr.  Greek.  That  is  a  matter  entirely  in  their  discretion  and  judgment? 
Mr.  Choate.  Precisely,  as  it  is  in  the  discretion  of  any  other  owner  of  pAte^i* 

PUBUC  AND  PRIVATE  SALES. 

Mr.  KrrcHiN.  Now,  in  the  sale  of  these  patents  by  the  Alien  Property  CuMc^ii* 
believe  you  said  that  one  chemical  company  purchased  how  many  ^p.'l21  ? 

Mr.  Choate.  Twelve  hundred  before. the  organization  of  the  Foundation. 

Mr.  KrrcHiN.  At  public  sale? 

Mr.  Choate.  Yes,  sir;  at  public  sale. 

Mr.  KrrcHiN.  Were  there  any  other  bidders  for  them  except  this  chemicml  comr- ' 

Mr.  Choate.  A  great  many  of  them,  I  think. 

Mr.  Kitchin.  How  much  did  this  company  bid? 

Mr.  Choate.  When  the  property  was  sold  en  bloc,  the  whole  property  d  th^  i »  ' 
Co.  was  sold  for  $5,300,000.    I  forget  the  exact  figures. 

Mr.  KrrcHiN.  That  property  included  also  the  9tock? 

Mr.  Choate.  Yes,  sir;  that  carried  the  companv  and  its  patents. 

Mr.  KrrcHiN.  Now,  has  that  company  tumea  over  to  your  company  thtt^    ■  * 
patents?    (Neither  has  the  Dupont  Co.  or  others  controlling' patents). 

Mr.  Choate.  No,  sir;  we  hope  they  will.    They  are  among  the  underwritett  .• 
good  American  people,  and  I  think  they  will  try  to  do  the  best  they  can  to  ttrtur: 
the  Foundation. 

Mr.  Kitchin.  Now,  your  company  (Chemical  Foundation),  after  the  puirhir- 
this  chemical  companv  of  these  1,200  patents,  was  organized,  and  then  the  •':  - 
patents  were  put  on  sale  at  public  auction  (p.  122)? 

Mr.  Choate.  They  were  not  sold  by  public  sale  by  the  custodian,  becansr  it «- . 
have  been  impossible  to  do  that  for  a  variety  of  reasons.    All  the  poflsible  a^'»:a:  - 
bidders  who  could  have  bid  in  good  faith  for  these  patents  as  real  manufactnwfg  v--> 
already  in  the  enterprise,  because  they  were  members  of  the  American  Dyes  Infr.* 
The  only  other  kind  of  bidder  there  could  have  been  would  be  a  hold-up  arti«T.  r- 
would  buy  the  patents  either  for  the  benefit  of  hfB  own  pocket  or  who  would  ! 
them  to  hold  them  up  from  use.    It  reqiiired  an  Executive  order  from  the  Pitf'  ■ : 
to  effect  that  transfer. 

Mr.  Kitchin.  1  simply  desire  to  get  the  facts  on  the  record.  Now,  were  tikctr  >' 
ents  offered  separately,  or  were  they  en  bloc? 

Mr.  Choate.  They  were  sold  in  one  transaction  to  the  Chemical  Foundation 

Mr.  Kitchin.  What  was  the  actual  amount  of  cash  that  was  paid  for  tlicB? 

Mr.  Choate.  |250,000. 

Mr.  Kitchin.  Now,  did  your  patents  cover  any  other  part  of  the  chemical  pnci ' 
except  dyestuffs? 

Mr.  Choate.  Yes.  sir;  all  chemical  products  we  could  lay  our  hands  on.  B-:*  ' 
is  only  in  the  dvestuffs  that  the  patents  are  of  great  importance — dye  and  pjitfr« 
ceutical  goods — ^because  it  is  only  there  that  the  patent  is  especially  important.   TI4 

cover  salvarsan  and  other  products,  and  all  the  rest  that  we  could  get  our  baa^^  ~ 

*    *    » 

• 

(Mr.  Francis  P.  Garvan  testified  as  follows.) 

Mr.  Moore.  I  want  again  to  call  your  attention  to  a  matter  that  may  be  n^*r^- 
to  later  on,  which  I  did  not  personally  care  to  stir  up  too  much,  and  that  is  tbr  - ' 
patibility  of  the  Alien  Property  Custodian  serving  also  as  the  president  of  thr  •  ii^-. 
ical  Foundation  (Inc.),  which  intends  to  enter  actively  into  the  busines  ti>.  ^ 
control  of  business,  and  which  seeks  legislation  for  that  purpose.  Is  it  not,  it*-.' 
judgment,  incompatible  for  one  man  to  hold  these  two  omces,  one  being  adiiu2i.<^ 
tive  and  the  other  being  an  office  where  the  administrator  can  assist  the  pnsmA^ ' 
the  corporation  (p.  332)? 

Mr.  Garvan.  Can  you  point  out  any  point  where  they  conflict? 

Mr.  MooRB.  Is  it  not  possible  that  <^ue8tion8  affecting  the  integrity  of  the  di^:.  *« 
Foundation  might  come  before  the  Alien  Property  Custodian  for  administiatmii 

Mr.  Garvan.  (^an  your  imagination  suggest  such  a  position? 

Mr.  MooRB.  Yes. 

Mr.  Garvan.  I  would  like  to  hear  it.    If  there  is  anything  inconinstwit  in  o?  *' 
positions,  I  certainly  will  resi^  one  or  both.    *    ♦    * 

Mr.  MooRB.  Is  it  not  possible  that  the  Attorney  General  of  tlie  United  '^*^'' 
might  call  upon  his  very  efficient  Assistant  .Attorney  G^a^al,  whom  he  is  ar«  t^' 
to  appoint,  in  the  person  of  the  present  Alien  Propert>'  Custodian  (Mr  Gsnv   * 
investigate  the  busmess  of  the  Chemical  Foundation  (Inc.).  of  which  tbs 
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f>mey  General  (Mr.  Garvan),  now  Alien  Property  Custodian  (Mr.  Garvan).  is 
udent? 

Lr.  O ARYAN.  No;  it  is  not. 
[r.  Moore.  You  think  that  is  impossible? 
[r.  O ARYAN.  Absolutely  impossible. 

A^dvisory  oommittee  of  Alien  Property  Custodian  are  now  Foundation  trustees. 
i  same  committee  passed  on  sale  from  Government  for  the  private  company  that 
ipbt. ) 

Dyeetuffs  hearings,  (3onmiittee  on  Finance,  United  States  Senate,  H.  R.  8078, 
!?.  '13,  1919.    Mr.  Garvan  had  not  resigned  after  six  months.    Mr.  Francis  P.  Garvan, 
len  Property  Custodian,  a  witness  before  the  Senate  committee,  p.  520:) 
\o  I  conceived  the 'idea  of  forming  the  Chemical  Foundation  and  putting  all  these 
!ents  into  a  quasi-public  corporation,  which  would  develop  them  and  give  them 
chemical  companies  throughout  the  country.    The  way  salvarsan  had  worked  out 
couraged  us.    *    *    *    So  then  we  had  this  board  of  trustees,  composed  of  Mr. 
to  Bennazd,  president  of  tiie  New  York  Trust  Co. ;  Mr.  Cleveland  H.  Doage,    ♦    ♦    ♦ 
dge  George  X.  Ingraham,    *    *    *    Ralph  H.  Stone,  president  of  the  Detroit 
U3t  Co.,    ♦    ♦    ♦    Benjamin  Griswold,  jr.,    ♦    *    *.    These  gentlemen  had  con- 
it  ed  to  act  as  the  advisory  committee  for  the  Alien  Property  Custodian  on  questions 
the  sale  of  German  property.    *    *    ♦ 
Senator  C alder.  How  many  patents  did  they  take  over? 
Mr.  Garvan.  Four  thousand. 

Senator  C alder.  The  Alien  Property  Custodian  sold  them  these  patents? 
Mr.  Gahv/m.  It  was  by  private  sale  by  the  President. 
Senator  Calder.  For  how  much  money? 
Mr.  Garvan.  $250,000. 

Mr.  Garvan.  I  am  very  anxious  to  make  this  statement  as  fully  as  possible  because 
io  not  want  to  have  any  rumors  or  anything  to  interfere  with  this  case.  I  am  pleased 
id  delighted  to  answer  questions  to  the  fmleet  (p.  522). 

Senator  Calder.  I  am  very  anxious  to  have  information  because  the  situation 
rmld  indicate  there  is  a  great  possibility  of  tremendous  profits  for  some  people. 

(Relating  to  the  value  of  the  4,000  German  patents  bought  by  the  Chemical  Founda- 
'jH,  the  following  testimony  on  p.  255  is  in  point:) 

Mr.  MooRE.  Would  you  care  to  deny  the  statement,  since  Mr.  Longworth  has 
used  the  question,  that  one  of  these  4,000  patents  (salvarsan)  is  worth  $50,000  a  year 
>yaltv? 

Mr.  Garvan.  I  would  be  grateful  to  have  you  tell  me  the  name  of  it. 

Mr.  MooRE.  A  one  million  dollar  patent  and  you  bought  4,000  of  them  for  $250,000. 

(Testimony  can  be  had  that  two  patents  included  in  the  sale  were  worth  several 
iillion  dollMB.  Relating  to  the  exclusive  power  possessed  by  this  Chemical  Founda- 
ion  monopoly  over  the  4,000  patents  under  its  control  the  following  testimony  is 
ilevant:) 

Mr.  Green.  Reading  from  the  charter  of  the  Chemical  Foundation  "The  board  of 
irectors  may  refuse  to  issue  any  license  or  may  revoke  anv  license  granted  by  the 
orporation  and  may  prescribe  the  terms  and  conditions  of  such  license. ''  *  *  * 
p.  360). 

Mr.  Garvan.  Do  you  claim  that  we  could  use  arbitrary  power  to  refuse  licea'^es? 

Mr.  Green.  I  have  not  the  slightest  doubt  of  it.  In  the  first  place  it  says  the  board 
Q&y  issue;  second,  it  shall  prescribe  the  terms;  and,  third,  it  may  revoke  it  at  any 
ime  it  wants  to    *    *    * 

(Again  referring  to  the  dual  relationship  of  Mr.  Garvan  in  a  public  and  private 
aoacity.) 

Mr.  Green.  A  considerable  portion  of  the  persons  connected  with  the  Chemical 
Poundation  are  connected  also  either  directly  or  indirectly  with  the  Alien  Property 
^Custodian's  ofilce. 

Mr.  Garvan.  Yes,  sir. 

Mr.  Green.  And  you  consider  it  entirely  ethical  that  having  obtained  information 
throujjh  their  connection  with  the  Alien  Property  Custodian  that  they  shall  then  sell 
to  an  mstitution  controlled  by  themselves? 

Mr,  Garvan.  It  was  by  virtue  of  oiu*  connection  with  the  Alien  Property  Custodian 
office  that  we  saw  it  as  oiu-  public  duty  not  to  let  this  thing  revert  to  where  it  was. 


apparently  in  charge  of  this  property  he  arranged 
MrChoate,to  -    i^  , 


.      ,     a  company  of  which  he  was  president,  and  by  his  subsequent  promotion 
w>  position  of  Alien  Property  Custodian  he  confirmed  by  acquiescence  that  same 
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■Tte  prerixK  le?tiiiM»T  of  Mr.  Choate  subsequently 
him  k^  CL^re  printed  in  fall  as  follows:) 

Mr.  Choats.  I  pointed  out  yesterday^  perhaps  not  in  the  ws;.   { 
te&tin!!i*aT.  bat  in  the  way  of  reascming,  what  happened  in  that  '^a^l 

Senator  Ssoar.  Tliere  was  some  doubt  expressed  as  to  the  tn.*J 


cf  the  pabl£?hed  statemoit  of  expenses  in  the  Congressional  Re^  *i 
irfMieu  Id  Tes4cvday. 

Mr.  C^aaTK.  Was  that  the  statem^it  of  the  expenses  of  the  I^'  i 
Iife^titute! 

Senator  S^foor.  Yes:  of  the  American  Dye  Institute.     Was  f* 
slalenent  correct  I 

Mr.  Oman.  I  am  not  suffi<^ently  familiar  with  the  exact  ^u> 
ment  to  which  to«  referred  to  say  anything  about  it,  but  I  9ih<i 
not  know  anything  about  what  expenditures  the  Dye  Institute  !r&'* 
uiylfeuw.  be»ttse  my  onlv  ccmnection  with  the  institute  has  U-i 
as  i\>unsel  retained  by  the  legislative  committee  and  doii^  the  detr..*- 
wvMrk  for  them. 

Senatcc  Svoor.  Included  in  this  here  is  your  compensatit'!: 
125 AXM):  is  that  correct  I 

Mr.  CfeKUTE.  $25,000  was  paid  by  them  to  me  for  all  the  wv'i 
which  I  did  for  them  during  the  entire  legislative  campaigD  up  : 
October  20. 

The  Chaudcax.  What  do  you  mean  by  '^  legislative  campaign ' 

Mr.  CfewuiTm.  I  mean  in  advising  them  in  regard  to  their  rip.:- 
their  position  and  what  they  ought  to  do  and  what  they  ought  to  ^ 
forv  from  the  time  when  the'first  application  was  made  to  Congress '  * 
prolectioB  in  the  early  part  of  1919. 

Seivulor  Mc^&ks.  Is  that  all  that  you  did  tor  them,  Mr.  Choate 

Mr.  Ouo.\TS.  Was  that  all  that  I  did  for  them  ? 

S<4ialor  Moses.  Yes. 

Mr.  Cmv\Ttt.  That  was  not  all  that  I  did  for  them.  I  made  a  t" 
to  Krw>ce  f^^  them. 

Stmator  MosKS.  No.  I  mean  during  that  period  in  oonnec'.>^ 
wuh  the  legislative  camnsugn. 

Mr.  l)iHV\TK.  I  came  down  here  during  all  of  the  hearings,  dttr.:^ 
many  weeks  when  1  was  kept  waiting  for  hearinga  that  strung  •!•<£ 
\vn  other  matters  after  our  matters  had  been  called.     I  made  .* 
uumeraUe  memoranda  for  them  in  regard  to  everypossible  sugse?:- 
that  was  made  for  changes  in  the  various  bills.    You  will  recau  tL*  ? 
htlW  have  l^eon  reported  by  three  committees,  and  that  there  haii  -: 
to  that  time  been  two  bills  reported  by  two  committees,  eacf.   * 
\k  Uioh  had  been  changed  in — ^I  was  going  to  say — ^numberless  pi* 
tunUant  at  various  times,  any  one  ol  which  might  have  been  .:: 

S^t^ator  Mi>^KS,  And  by  innumerable  Senators. 

Mi\  t^uuATiu  By  no  means  ^'innumerable."  I  think  I  o*'-- 
\Hmut  them  on  the* fingers  of  my  two  hands. 

Senator  Miv^K*.  Si>me? 

\h\  V'utUTR.  I  know  some. 

S^vuator  Mi>sKs.  Why  was  that  couree  on  the  part  of  Mr.  M". 
divM^rd^Hi  bv  you  as  being  so  reprehensible  I 

Nti\  t^HOATK.  1  never  meant  that  Mr.  Meta's  course  in  intemevj;: 
Soi\tttotN  WHS  rt^prehensible. 
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Senator  Moses.  I  thought  you  said  he  bitterly  fought  the  legis- 
ion, 

\Ir.  Choate.  I  said  he  did,  not  in  a  reprehensible  way,  but  as 
iicating  the  difference  of  opinion  between  the  statements  that  this 
iustry  could  be  protected  by  a  tariff  because  his  interest  is  the 
tier  'w^ay. 

Senator  Moses.  It  was  not  then  at  all  by  way  of  criticism  but 
mmendation  i 

Mr.  Choate.  And  that  his  interest  was  to  get  this  bill  defeated. 
Senator  Moses.  And  you  was  to  get  it  passed  i 
Mr.  Choate.  Certainly;  quite  right. 

Senator  Smoot.  Then  this  statement  is  not  correct  where  it  says 

iow«  income  and  expenditure  from  January  1, 1920,  to  December  30  ? 

Mr.   Choate.  I  do  not  know  anything  about  it.     You  can  not 

>3sibly  get  me  to  testify  as  to  the  income  and  expenditure  of  the 

merican  Dyes  Institute. 

Senator  Moses.  It  is  incorrect  so  far  as  you  are  concerned  t 

\ir.  Choate.  What  does  it  say  in  regard  to  me  i 

Senator  Moses.  It  says  here  £rom  January  1  to  October  10,  1920. 

Mr.  Choate.  That  refers  to  payments;  that  does  not  refer  to  pay- 
lonts  during  the  time  in  which  the  services  were  rendered.  No  pay* 
lent  was  ever  made  to  me  for  any  service  of  the  American  Dye 
nstitute  until  October  20,  when  I  received  the  lump  sum  covering 
il  services  up  to  that  point. 

Senator  La  Follette.  What  time  did  you  visit  Paris  for  the 
S'oundation  ? 

Mr.  Choate.  Not  for  the  Foundation,  but  for  the  Dye  Institute, 
rhe  Foundation  had  nothing  whatever  to  do  with  it.  I  sailed  on  the 
JOth  of  October,  1920,  and  I  got  back  here,  I  think,  on  the  23d  of 
Secember,  1920. 

Senator  La  Follette.  Were  you  over  there  on  business  for  the 
ilien  Custodian  ? 

Mr.  Choate.  By  no  means.  This  was  1920;  I  was  there  purely  for 
the  American  Dyes  Institute  and  nobody  else. 

Senator  Moses.  How  many  weeks  were  you  absent? 

Mr.  Choate.  I  sailed  October  20  and  I  came  back  on  December 
23,  1920. 

Senator  MosBS.  Six  weeks?  * 

Mr.  Choatk.  No;  nine  weeks. 

Senator  Moses.  Your  traveling  expenses  were  $1,505.01  ? 

Mr.  Choate.  I  think  that  is  an  error;  I  think  they  were  $1,400 
and  something.  I  may  state  that  the  amount  of  me  staterooms 
there  and  bacK  was  t700  and  more. 

Senator  Mosbs.  I  note  a  payment  on  account  of  Paris  trip,  $3,499. 

ilr.  Choate.  Yes,  there  was  an  agreed  fee  there  of  $26,000,  whic^ 
came  about  in  this  way — I  think  I  should  state  it:  The  legislative 
committee  of  the  Dyes  Institute  came  to  me  in  October,  1920^  and 
stated  to  me  that  they  were  very  much  troubled  over  the  ^ect 
which  was  apparently  being  produced  upon  the  German  dye  industry 
V  the  operations  of  the  Keparations  Cfommission  under  the  treaty. 
Ine  difficulty  was  this:  Under  annex  8  of  Article  VI  of  the  treaty 
t^e  Allies  were  entitled  to  25  per  cent  of  the  daily  production,  but 
the  Re]Murations  Commission  was  authorized  to  recjuire  the  delivery,, 
ui  case  in  their  opinion  the  actual  daily  production  was  less  thaa 
iiormal,  25  per  cent  of  the  normal  production. 
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The  members  of  the  Dyes  Institute  had  found  it  very  diffimlt 
obtain  any  accurate  information  as  to  what  was  happening;  «•' 
there,  but  the  reports  of  daily  production  which  had  comi-  -^ 
showed  that  the  (German  factories  had  apparently  been  reiKm  • : 
and   they   had   apparently  been   making   almost  exclusively  •!•: 
which  if  Drought  into  this  country  would  nave  come  into  direci  «••-- 
petition  with  the  dyes  made  in  tnis  country,  instead  of  making;  • 
dyes  which  we  did  not  make,  and  which  therefore  would  have  **• 
useful  to  the  consumers.     That  worried  them  for  two  reasons.  In  • 
first  place,  it  looked  like  a  preparation  on  the  part  of  the  G«*rn  .-- 
for  a  campaign  of  full  line  lorcmg;  in  the  next  place  it  laid  up  \x:: 
stocks  of  dyes  which  they  coiJd  have  used  in  direct  comp«»tr 
with  our  goods;  in  the  third  place  it  established  a  short aee  of  t:  ■ 
necessary  dyes  the  absence  of  which  the  consumers   had   been  • 
bitterly  complaining. 

For  instance,  take  the  case  of  the  common  vat  dye — call  u  ■  - 

{ink — I  do  not  know  whether  there  is  such  a  thing,  but  never  mir 
f  the  Germans  kept  down  their  total  production  of  that  pnni- 
to  a  point  away  below  the  world's  demands,  the  25  per  cent  »Tt 
able  under  the  reparations  commission,  if  it  was  25  per  cent  of  a<i .. 
production,  would  not  go  anywhere,  would  not  satisfy  the  consum- 
at  all.  The  remaining  75  per  cent  would  be  left  in  the  hands  of  * 
German  trust  for  use,  and  they  would  then  be  in  a  position  to  ^i* 
to  our  consumers  on  any  terms  they  liked,  under  the  full-line  fon-.:, 
terms,  or  sell  it  to  them  on  the  condition  that  they  bought  all  tS 
goods  from  the  German  manufacturers.  That  seemed  to  our  per-: 
a  great  danger. 

It  also  seemed  to  the  American  Dyes  Institute  people,  as  they  My- 
the  matter  to  me,  that  the  inconvenience  which  would  be  occa£»i:»r- 
to  the  consumers  of  this  country  by  the  absence  of  those  special  i\ 
would  be  so  great  as  unduly  to  react  against  any  application  to  r 
new  Congress  for  protection,  and  that  therefore  it  was  up  to  u-^  ' 
get  those  dyes  made  by  the  Germans  delivered  in  the  reparations  •:»  ■ 
if  it  could  be  done;  it  could  be  done  by  the  Reparations  Commis-^  • 
enforcing  the  provisions  requiring  the  delivery  of  25  per  cent  of  ♦• 
normal  production. 

Accordingly,  I  was  asked  to  go  over  there  and  find  out  what  tr" 
were  doing,  see  if  I  could  persuade  the  Reparations  Commit** " 
to  enforce  normal  production  so  as  to  insure  the  supplies  of  tr  « 
essential  dyes  and  prevent  the  full  line  forcing  which  would  f«'*. 
their  lack. 

Senator  Moses.  And  did  you  accomplish  that? 

Mr.  Choate.  I  do  not  think  I  did:  lam  not  sure.  It  is  very  ir 
cult  to  tell  what  I  accomplished.  I  may  say  this  in  re^rd  t«»  '* 
amount  of  the  fee : 

I  told  them  what  was  the  actual  fact,  that  up  to  the  vacati  -r. 
that  summer  of  1920  I  had  had  for  three  years  no  opportunity 
practice  law  in  the  ordinary  sense,  since  I  came  out  of  the  Alien  Pr : 
erty  Custodian's  office;  mv  entire  time  had  been  taken  up  with  ' 
Dyes  Institute  work  and  the  work  of  the  Chemical  Foundation:  t'» 
I  nad  had  a  few  weeks  that  autumn  in  which  to  pet  hack  into  :* 
ordinary  practice  and  try  to  get  in  touch  again  witn  such  few  rlif  ■ 
as  I  had  left:  that  I  could  not  possibly  go  for  any  ordinarr  ft^  ' 
under  any  ordinary  circumstances 
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rhey  asked  me  to  name  a  fee,  and  I  named  one,  telling  them  quite 
nkly  that  I  thought  it  was  an  exorbitant  price  to  pay  for  any  actual 
•vices  I  could  render;  that  I  thought  it  was  highljr  improbable  that 
iould  secure  any  effective  action  oy  the  Reparations  Commission, 
d  that  if  they  asked  me  to  go  on  those  terms  they  must  fully  under- 
md  those  facts. 

They  went  ofif  to  consider  it,  and  finally  decided  that  they  did  want 
*  to  go.     I  went  and  I  did  the  best  I  could,  and  just  how  far  the 
tion  of  the  Reparations  Commission  was  modified  as  the  result  of 
v-  representations,  I  do  not  know.     But  I  do  know  that  the  German 
oduction  of  the  essential  dyes  has  since  been  increased. 
Senator  Moses.  But  the  action  was  modified,  was  it  ? 
Mr.  Choate.  On  that  I  am  not  able  to  state  at  this  time. 
Senator  Moses.  But,  regardless  of  your  connection  with  it,  it  was 
odified  ? 

Mr.  Choate.  I  think  so. 

Senator  Moses.  And  you  think  you  are  entitled  to  take  some 
edit  ? 

Mr.  Choate.  I  do  not  know. 

Senator  Moses.  I  think  you  are,  because  otherwise  there  would  be 
>body  who  could  enforce  any  treaty,  and,  if  you  will  pardon  me,  you 
'e  the  one  person  in  the  world  who  would  be  able  to  do  it. 
Mr,  Choate.  I  would  not  take  that  credit  to  myself. 
There  was  another  feature  I  was  asked  to  imdertake  at  the  time : 
he  militarv  clauses  of  the  treaty  gave  both  to  the  Allied  Supreme 
ouncil  ana  to  the  Reparations  Conmiission  certain  powers  in  the 
ay  of  control  over  the  German  chemical  works,  or  powers  to  compel 
isclosure.  Everybody  seemed  to  regard  it  as  of  the  most  vital  con- 
jquence  to  this  country,  as  well, as  to  every  country  concerned  with 
ae  treaty,  that  disclosures  should  be  made  and  that  control  should 
e  exercised  by  certain  protocols  which  had  been  entered  into  by  the 
Reparations  Commission,  which  had  apparently  given  up  certain  of 
he  powers  of  the  Allied  Supreme  Council  and  of  the  Reparations 
'ommission  in  those  sections,  and  I  was  instructed  to  consult  with 
he  persons  in  England  who  were  most  interested — Lord  Moulton  and 
ir  Henry  Birchenouch,  who  was  in  charge  of  explosives  during  the 
rar  for  tne  British  Government — and  see  if  anytning  could  be  done 
oward  stiffening  up  the  Allies  in  utilizing  the  powers  given  under 
hose  sections.  I  made  two  trips  to  England  to  consult  with  Lord 
loulton  and  Sir  Henry  Birchenouch,  and  reported  as  to  what  they 
aid.  Whether  anything  has  been  done  along  those  lines  since  history 
loes  not  yet  relate. 

Senator  Smoot.  In  the  Daily  News  Record  of  to-day  I  notice 
lere  an  article  based  upon  a  cable  from  Berlin,  in  whicn  it  states 
:hat  the  Germans  plan  to  have  a  dye  plant  here,  or,  in  other  words, 
11  reading  the  article  I  judged  the  \vTiter  thinks  he  has  evidence  suffi- 
nent  to  justify  the  statement  that  the  German  cartel  intends,  if 
the  embargo  becomes  a  law,  to  purchase  a  plant  here  in  the  United 
Slates  and  run  a  chemical  industry  here.  Have  you  heard  anything 
of  it  ■? 

Mr.  Choate.  I  have  not. 

Senator  Smoot.  What  do  you  think  about  it  ? 

ilr.  CflOATE.  I  think  it  depends  entirely  upon  what  they  think 
is  the  best  investment  of  such  capital  as  they  can  raise  for  such 
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purposes.  The  disadvantage  under  which  they  would  be  workisir 
in  tne  way  of  the  establishment  of  such  a  business  witJh  the  prescc  ■■ 
depreciated  mark  would  be  so  sreat  that  I  should  think  they  voc^<w 
hesitate  about  it  rery  seriously.  Otherwise,  of  course,  it  vmu-: 
be  the  natural  thing  for  them  to  do. 

Senator  Smoot.  Well,  if  they  manufacture  it  in  this  country  u. 
mark  would  have  nothing  to  do  with  it,  if  we  have  that  embargo  •■-- 
dyes  tuffs. 

Mr.  Choate.  They  would  have  to  pay  for  the  factory,  and  ti- 
can  not  do  that  without  satisfactory  money,  and  if  they  have  »r. 
real  money  in  this  country  so  valuable  I  should  think  they  wi.'i- 
hesitate  to  put  it  into  what  is,  after  all,  a  speculative  undertakin£. 

The  Chairman.  Is  there  any  other  member  of  the  commiit- 
desiring  to  address  any  inquiry  to  Mr.  Choate?  Have  you  dr.- 
further  statement  to  make,  Mr.  Choate  ? 

Mr.  Choate.  I  want  to  make  a  little  additional  statemen; 
regard  to  thu  Chemical  Foundation. 

I  want  to  reiterate  what  can  not  be  reiterated  too  often,  that  »^ 
Chemical  Foundation  has  absolutely  no  control  over  the  dye  busi'v— 
and  can  not  exercise  any  control  over  the  dye  business.     There  .• 
most  widespread  misapprehension  as  to  its  powers,  in  that  conn*" 
tion,  and  I  think  the  best  thing  I  can  do  to  show  you  how  little  t-ff 
it  can  possibly  have  over  the  dye  business  is  to  show  you  wha*  :  - 
happened  since  the  beginning.     Under  our  licenses  from  the  brz-' 
ning  to  the  1st  of  July,  1921,  l,006,700i  pounds  of  dyes  have  bx 
manufactured.     That  total  is  exactly  1.14  per  cent  of  year's  pn»ii^ 
tion  in  the  United  States. 

Senator  Smoot.  That  is  manufactured  by  whom? 

Mr.  Choate.  By  everybody  who  is  manufacturing  under  vw 
patents  in  this  country. 

Two  and  one-third  years  of  production  under  our  patents  by  ^ 
who  are  manufacturing  under  them  equals  less  than  1.14  per  cei*; 
the  total  dye  production. 

Senator  Smoot.  That  is  in  weight? 

Mr.  Choate.  In  pounds. 

Senator  Smoot.  feut  not  in  value  ? 

Mr.  Choate.  No;  in  value  it  is  probably  higher. 

Senator  Smoot.  A  great  deal  higher? 

Mr.  Choate.  In  the  case  of  imports,  the  total  number  of  puuin.* 
of  dyes  imported  on  which  the  Chemical  Foundation  has  recti* -: 
royalty  to  aate  is  106,943  pounds,  out  of  a  total  of  11.078,396  pounc- 
imported  into  the  country  during  the  same  time;  tnat  is  lessb  i:** 
1.45  per  cent. 

Senator  Moses.  How  much  was  the  total  of  importe— al»-  -' 
1,100,000  pounds? 

Mr.  Choate.  About  1,100,000  pounds. 

Senator  Moses.  Did  you  see  an  article  in  which  \fr.  Garvdii  • 
quoted  as  saying  that  the  net  profits  of  the  foundation  has  U-  '- 
$73,000  ? 

Mr.  Choate.  If  there  was  such  an  article,  it  must  have  containr«4 1 
mistake,  because  there  have  been  no  net  profits  of  the  foundat.  * 
because  the  foundation  has  a  deficit  of  $123,465.50 — that  is  ihc  l*^* 
since  the  begimung  of  the  companj^. 

Senator  Mioses.  How  many  salaried  officers  are  there  in  tht  cvs-- 
pany,  do  you  know? 
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Mr.  Choatb.  I  think  there  is  one  salaried  officer  only.  Mr.  Gar  van 
is  never  received  a  cent  and  never  can  receive  a  cent.  Mr.  Corbett 
i^ixially  served  Without  compensation,  but  when  Mr.  McKay  resigned 
was  found  absolutely  necessary  to  have  a  whole-tune  manager  to 
>  the  work,  and  atjcordingly  Mr.  Corbett  receives  a  salary. 
Senator  Moses.  Does  the  counsel  for  the  foundation  serve  without 
iy  I 

Mr.  Choate.  By  no  means.  The  counsel  serves  under  ordinary 
)nditions.  I  would  be  glad  to  state  what  I  have  received  at  various 
mes,  if  you  would  like  to  know. 

Senator  Moses.  I  am  not  interested  in  your  private  affairs. 
Senator  La  Follette.  What  is  Mr.  Coroett's  salary? 
Mr.  Choate.  $15,000.    Mr.  Corbett  was  vice  president  of  the  Cen- 
ral  Union  Trust  Co. 

The  Chairman.  Is  there  anything  further,  Mr.  Choate? 
Mr.  Choate.  Yes;  I  would  like  to  reiterate  that  the  organization 
f  the  Chemical  Foundation  has  been  such  as  to  make  absolutely 
ertaixi  that  it  can  not  be  used  by  any  interest  connected  with  the 
hcmical  industry  or  with  the  textile  industry  for  any  improper 
purpose.  It  can  not  be  used  for  profit  making;  it  can  not  produce 
>rotits  for  anybody  except  for  the  return  of  6  per  cent  on  the  capital 
lecessarily  invested  in  order  to  accomplish  its  purposes. 

I  may  say  this  in  regard  tb  the  value  of  the  patents :  The  Chemical 
foundation — ^I  think,  perhaps,  I  covered  that  sufficiently;  I  will  not 
:o  into  that  any  further. 

No,  I  have  nothing  further  to  add  in  regard  to  that. 

The  Chairman.  You  have  no  further  statement  at  all  to  make? 

Mr.  Choate.  No. 

Senator  McLean.  Do  you  think  Mr.  Garvan  should  be  called  on,. 
Mr.  Choate? 

Mr.  Chaotk.  I  think  he  would  be  only  too  delighted  to  be  called 
and  give  you  any  information  he  can,  if  you  woula.  The  books  are 
absolutely  open.  I  have  a  statement  here  of  every  disbursement  the 
foundation  has  made,  certified  by  public  accountants,  and  I  should 
be  very  glad  to  put  it  in,  to  show  you  exactly  what  the  foundation 
has  done  from  the  beginning. 

I  might  also  say  that  the  book  Creative  Chemistry  was  not 
written  for  the  foundation,  was  imknown  to  the  foundation  until 
long  after  published,  and  was  discovered  quite  by  accident. 

The  CHAIRMAN.  If  there  are  no  other  witnesses  for  to-day,  as  the 
chairman  is  informed 

Senator  Dillingham  (interposing).  Do  I  understand  that  that 
statement  is  to  go  into  the  record  ? 

Mr.  Choate.  The  whole  of  the  statement  ?  I  suppose  it  is  too 
bulky. 

I  should  state  that  there  is  a  very  important  witness  yet  to  be 
presented.    At  S^iator  Watson's  request,  we  reauested  Ih:.  Bogert 
to  come  here,  and  he  has  come  all  the  way  from  Maine. 
The  Chairman.  All  right;  we  will  hear  him. 
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STATEMENT  OF  DR.  MABSTON  TAYLOR  BOGERT,  PBOFESSOI 
OF  ORGANIC  CHEMISTRY  AND  SENIOR  PROFESSOR  OF  TH 
DEPARTMENT  OF  CHEMISTRY,  COLUMBIA  ^  TTNIVEBSITT, 
NEW  YORK  CITY. 

The  Chairman.  Doctor,  will  you  step  up  to  the  committee  table 
and  address  the  committee,  if  you  please  ?     What  is  your  full  namel 

Dr.  BoGERT.  My  full  name  is  Marston  Taylor  Bogert. 

The  Chairman.  You  are  a  professor  where  and  of  what  ? 

Dr.  Bogert.  As  to  qualifications  as  an  educator,  I  am  professor 
of  organic  chemistry  and  senior  professor  of  the  department  of 
chemistry  of  the  Columbia  University. 

The  Chairman.  You  made  a  statement  in  the  previous  hearings, 
did  you  not,  doctor? 

Dr.  Bogert.  I  did,  Senator.  May  I  add  to  those  qualifications 
one  or  two  additional  words,  Mr.  Chairman  ? 

The  Chairman.  Certainly.     Before  you  do  that,  I  would  like  to 
ask,  have  you  anything  to  call  to  the  attention  of   the  committeej 
to-day  over  and  above  what  is  contained  in  your  testimony  hereto- 
fore given  ? 

Mr.  Bogert.  I  am  somewhat  in  doubt,  Mr.  Chairman,  as  to  just 
the  lines  along  which  Senator  Watson  wished  to  have  me  testify. 
I  have  just  come  oflF  the  train  from  Maine'. 

Tlie  Chairman.  The  committee  has  no  information  on  that  pomt 

Mr.  Choate.  I  think  I  can  suggest  in  a  general  wav  what  Senttor 
Watson  had  in  mind  when  he  spoke  about  obtaining  the  testimony  of 
Dr.  Bogert.  There  was  some  testimony  here  to  the  effect  that  the 
statement  that  the  dye  industry  was  necessary  to  national  defense 
was  so  intimately  connected  with  the  manufacture  of  explosives  and 
poisonous  gases  as  to  be  essential  to  the  preparedness  of  the  country 
was,  in  colloquial  language,  all  bunk.  I  think  Senator  Watson 
thought  vou  knew  as  mu(3i  about  it  as  anybody  living. 

There  nas  also  been  a  serious  controversy  here  as  to  whether  tariff 
rates  will  protect  the  80  per  cent  or  so  of  staple  dyes  which  are 
effectively  made  in  this  country  to-day,  in  view  with  their  con- 
nection with  other  products  under  manufacture,  and  1  think  the 
Senator  had  an  idea  you  could  give  some  effective  information  as  to 
the  relation  bctwoon  products  and  products  with  something  whidi 
would  tend  to  show  that  you  can  not  protect  any  one  group  of  products 
in  this  industry  if  you  leave  the  rest  open  to  attack. 

The  Chairman.  You  requested  Senator  Watson  to  have  Dr. 
Bogert  come  ^ 

Mr.  (^noATE.  No,  I  did  not,  Senator. 

Senator  Moses.  Have  you  any  idea  if  the  committee  intends  to 
leave  any  part  of  the  iiulustry  open  to  attack? 

Mr.  Choate.  1  do  not  know.  I  think  perhaps  I  should  put  il 
in  this  way,  that  the  proposition  was  that  if  80  per  cent  could  be 
effectively  protected  it  would  not  matter  whether  the  other  20  pff 
cent  was  ineffectually  protected  or  not;  that  is  about  the  size  of  it. 

Senator  vSmoot.  N^o  thouMit  of  that  was  in  mv  mind.  I  vervmurh 
prefer  to  put  an  (^inhar<2:o  on  the  20  per  cent  than  I  would  upon  no 
per  cent;  and  there  is  no  mnn]  of  an  embarsjo  on  the  80  per  cent,  in 
my  opinion,  and  1  think  1  can  dc^monstrate  it  beyond  a  (juestion  <i 
a  doubt,    av 
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Tlie  Chairman.  Doctor,  are  those  matters  that  Mr.  Choate  has 
ef  erred  to  contained  in  your  statement  ah^ady  made  ? 

Or.  BoQERT.  Some  of  them  are,  Mr.  Chairman,  with  reference  to 
he  interrelation. 

Ttie  Chairman.  Then,  if  you  will  go  on,  Doctor,  in  your  own  way — 
^"e  ^rant  to  adjourn  pretty  soon.  I  think  the  committee  is  fully 
m pressed  with  the  importance  of  the  military  phase  of  the  subject, 
o  tliat  will  hardly  require  elaboration;  and  if  you  will  go  on  we  will 
>e  ^lad  to  hear  you. 

Dr.  BooART.  1  think,  Mr.  Chairman,  the  committee  may  perhaps 
visli  to  obtain  some  more  specific  information  concerning  the  inter- 

•elation 

The  Ch/VIRMAn.  All  right;  proceed.  Doctor. 
Dr.  BoQERT  (continuing) .  Of  the  dye  industry. 
The  Chairman.  We  will  not  attempt  to  restnct  you. 
l>r.  BooERT.  I  would  like  to  add  in  connection  with  qualifications, 
Mr.  Chairman,  the  fact  that  I  was  a  colonel  in  the  Chemical  Warfare 
Service  and  was  acting  director  of  the  gas  service  at  the  time  of  its 
incorporation  with    other  imits  und«r   Maj.   Gen.   Siebert  as   the 
Chemical  Warfare  Service;  that  I  have  had  considerable  experience 
in  the  dye  industry. 

The  phases  which  it  has  seemed  to  me  would  be  of  interest  to  the 
comrnitteo  were  those  which  illustrate  the  dependence  of  other 
industries  upon  the  dye  industry;  that  is  to  say,  the  manufacture  of 
synthetic  drugs,  the  manufacture  of  synthetic  perfume  material,  the 
manufacture  of  photographic  chemicals;  the  intermediates  and  manu- 
facture of  the  products  of  the  synthetic  dye  industry  are  such  as  to 
\end  themselves  to  the  immediate  manufacture  of  certain  of  these 
other  products  of  which  I  have  spoken.  I  should  be  glad  to  give  the 
committee  more  specific  detailed  information,,  if  they  so  desire. 

The  Chairman.  Does  any  member  of  the  committee  desire  to 
address  any  inquiries  to  the  doctor  ? 

Senator  Smoot.  It  has  been  covered  pretty  well. 
Senator  McLean.  Let  him  proceed. 

Dr.  BoGERT.  There  is  one  other  feature  of  it  that  I  think  has  not 
been  touched  upon  sufficiently,  Mr.  Chairman,  and  which  concerns 
the  educational  institutions  very  vitally,  and  that  is  the  effect  of  the 
development  of  the  synthetic  Hye  industry  in  this  country  in  the 
chemical  departments  of  the  universities.  I  am  spealdng  as  an 
educator  ana  as  professor  of  organic  chemistry.  The  synthetic  dye 
industry  in  Germany,  for  example,  has  been  the  principal  fosterer  of 
chemical  research  and  development,  as  it  has  been  in  this  country  in 
the  past  few  years.  Any  injury  to  that  industry  in  this  country 
means  an  immediate  and  vital  injury  to  the  chemical  departments 
of  all  of  our  higher  institutions  of  learning. 

The  best  market  for  the  organic  chemists,  highly  trained  of  the 
country,  is  the  synthetic  dye  industry.  There  is  no  industry  where 
the  same  high  technique  and  skill  is  required. 

At  the  close  of  the  war.  as  a  result  of  the  prominence  into  which 
the  chemical  industry  ancl  chemistry  had  come,  there  was  an  imme- 
diate and  very  rapid  increase  in  the  number  of  students  seeking 
higher  education  in  chemistry  and  training  as  investigators.  That  is 
beginning  to  fall  oS  already,  as  a  result  of  the  uncertainty  of  the 
situation  so  far  as  our  dye  industry  is  concerned,  and  I  submit  to 
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^ou,  gentlemen,  that  there  is  no  more  important  matter,  no  man 

unportant  product  for  this  coimtry,  no  more  important  industry  thii 

that  of  turning  out  the  most  highly  scientific  men  that  we  can  in 

chemistry.    Tnat  group  of  chemists  is  going  to  be  very  seriouslj 

depleted  if  the  dyestun  industry  is  injured  to  such  an  extent  thattt 

must  curtail  its  research  department — that  has  already  taken  effect 

at  the  present  time.  , 

Senator  Smoot.  Nobody  wants  to  injure  the  dye  industry  of  tbi 

country.     Are  you  prepared  to  say  what  is  the  necessary  rate  of  du^ 

to  put  upon  these  diflFerent  articles? 

I)r.  BoGERT.  The  exact  duties  ? 

Senatpr  Smoot.  Yes;  to  protect  them. 

Dr.  BoGERT.  No;  I  am  not. 

Senator  Smoot.  Are  you  interested  in  the  question  of  keeping  it 
in  operation  so  that  you  can  have  more  students  go  to  these  collegei 
of  the  country  and  learn  this  business  ?  ] 

Dr.  BoGERT.  I  am  interested  in  three  directions,  Senator.  In  (In  1 
first  place,  as  an  industrialist,  to  see  that  this  vital  industry  is  maiiH  j 
tained  in  the  country;  in  the  second  place,  as  one  familiar  with  chemr  j 
ical  warfare,  who  knows  that  the  safety  of  this  country  is  at  stike^  j 
that  chemical  warfare  is  impossible  without  a  fully  developed  sym 
the  tic  dye  industry  in  this  country;  in  the  third  place,  as  an  educttor 
who  is  concerned  about  the  progress  of  chemical  research  and  chem- 
ical development,  and  who  knows  that  in  that  field  also  a  very  serioaft 
injury  will  be  affected  by  any  injury  to  the  synthetic  dye  businen. 
Senator  Smoot.  But  it  makes  no  difference  to  you  if  the  dye  indus- 
try is  protected  and  maintained  in  this  country  whether  througiL 
protection  or  whether  through  embargo  ? 

Dr.  BoGERT.  It  does  not,  sir;  I  am  not  competent  to  express  tt 
opinion  on  that  point.  As  an  investigator  and  as  a  chemist  I  an 
fully  familiar  witn  the  interrelations  oi  these  products,  and  I  know 
from  30  years'  consideration  of  the  subject  how  vital  the  progre* 
and  prosperity  is  wrapped  up  in  this  whole  question,  and  I  am  con- 
cerned as  an  American,  Senator,  to  see  that  the  American  chemicil 
industry  is  given  the  first  and  foremost  place  in  the  world  in  thii 
important  direction. 

Senator  Smoot.  Every  one  of  the  committee  is  as  much  interested^ 
I  suppose,  as  you  in  seeing  it  maintained. 

Dr.  BoGERT.  I  suppose  so,  sir.  But  having  followed  it  for  30  yetis, 
I  can  see  the  various  directions  in  which  this  touches  all  the  life  of  the 
community  and  as  between  the  possibilities  of  our  falling  into  thB 
hands  of  Cermany,  and  the  possibility  of  paying  an  additional  price 
over  here — I  would  very  gladly  pay  100  per  cent  profit  to  anybody 
over  here  for  the  sake  oi  maintaining  this  American  industry. 

Senator  McLean.  You  do  not  think  it  is  worth  while  for  us  to  tike 
any  chances  ? 

Dr.  BoGERT.  I  would  say  this,  as  an  American,  Senator 

Senator  McLean.  If  we  Imow  the  embargo  will  work  and  we  do  not 
know  whether  the  tariff  will  work,  you  would  prefer  an  embargo  i 

Dr.  BoGERT.  The  only  thing  I  ask«  as  an  American  citizen,  staadiDjg 
here,  is  that  if  there  is  any  uncertainty  in  this  matter  as  to  what  it  • 
going  to  protect  American  industry  and  give  us  the  benefit^of  thafc 
and  not  in  any  way  jeopardize  the  progress  and  safety  of  this  GOimliy» 
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r  in  any  way  ^ve  a  nation  that  we  know  hates  this  country  and  will 

o  e^verything  m  its  power  to  overthrow  our  industry 

Senator  Smoot  (interposing) .  You  think,  then,  that  where  America 
>  e:xporting  more  of  an  article  than  Germany  is  exporting,  that  we 
hould  have  an  embargo,  do  you  ? 

Dr.  BoGERT.  I  think,  certamly,  because  the  reason  we  are  exporting 
nd  'w^ere  exporting  more  than  (Germany  was  simply  the  conditions  in 
rermany.  If  you  will  look  at  this  curve  at  the  present  time,  you  will 
ee  that  that  curve  has  fallen  right  off.  In  China,  for  example^  where 
he  competition  with  Germany  is  just  beginning  to  be  felt,  during  the 
ear  it  was  not  so. 

Senator  Smoot.  That  is  on  account  of  the  business  of  the  world 
ulling  off.  There  is  not  any  business  but  what  has  fallen  off,  and  the 
^urve  in  that  regard  is  not  more  rapid  than  the  curve  of  every  business 
in  the  United  States. 

The  Chairman.  Have  you  anything  further  to  state  to  the  com* 
mi  t tee? 

Dr.  BooEBT.  Not  unless  there  are  some  questions  concerning  the 
bearing  of  tJiese  matters  on  chemical  warfare. 

Senator  Dillingham.  I  would  hke  to  hear  you  on  that  subject, 
Doctor. 

Dr.  BooBiET.  Senator,  I  would  be  glad  to  explain  the  relations  of 
one  or  two  of  these  compounds. 

Senator  Dillingham.  Do  so  as  briefly  as  you  can,  but  I  would  like 
your  opinion  on  that  subject. 

Dr.  BoGEBT.  Upon  the  subject  of  chemical  warfare,  there  is  no 
question  but  that  future  wars  are  going  to  be  fought  largely  with 
chemical  weapons  and  in  so  far  as  the  connection  Mtween  the  dye- 
stuff  industry  and  chemical  warfare  is  concerned  I  might  take  one  or 
two  instances: 

Before  the  war  in  the  manufacture  of  synthetic  indigo,  it  was 
necessary  to  manufacture  larse  amounts  of  what  are  known  as  chloi^ 
acetic  acid,  and  to  prepare  that  chlorine  new  methods  had  to  be  de- 
vised. When  the  war  broke  out  there  were  available,  therefore,  in 
the  German  factories  very  large  amounts  of  this  liquid  chlorine; 
there  was  also  available  what  is  called  phosgene,  which  had  been  made 
for  the  dyestuff  industry  and  whic£  wai  available.  That  is  one 
reason  why  chemical  warfare  was  started  by  the  Germans,  because 
they  had  the  material  available.  The  effectiveness  with  which  they 
^ised  it  you  are  all  famihar  with.  That  phosgene  was  a  normal 
product  of  the  dyestuff  factory. 

The  production  of  mustard  gas  was  another  one  of  the  materials 
which  were  developed  in  the  synthetic  dye  factories.  Practically 
all  of  the  gases  used  m  the  war  were  products  of  synthetic  dye  factories. 
They  were  developed  by  the  same  technique,  by  the  same  skill  as 
was  necessary  for  the  production  of  the  dyes  themselves,  and  without 
a  group  of  men  so  trained  it  will  be  impossible  at  the  beginning, 
should  we  ever  have  another  war,  to  manufacture  either  an  adequate 
amount  of  explosives  or  of  any  other  munitions  of  war,  chemical  or 
otherwise,  which  are  necessary. 

Senator  McLean.  Assuming  that  the  wars  of  the  future  will  be 
industrial  wars — we  hope  it  will  be  confined  to  industrial  wars — 
Ihey  will  be  pretty  fiercely  fought  will  they  not,  and  defeat  will  be 
disastrous  ? 
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Dr.  BoGERT.  Every  succeeding  war,  Senator 

Senator  McLean  (interposing).  And  it  is  important  for  us,  if  wfj 
expect  to  maintain  our  standing  of  living,  to  constantly  improve  oorj 
processes  of  manufacture?  \Ve  have  got  to  do  it,  and  the  twoj 
classes  of  men  who  wnll  do  it  for  us  are  the  mechanics  and  the  chemistg.} 

And  the  more  we  can  stimulate  private  capital  to  maintain  andj 
employ  the  highest  talent  in  creative  chemistry,  the  more  we 
demonstrate  our  wisdom;  and  if  we  fail  to  do  it.  it  will  be  the  heighll 
of  folly. 

Senator  Smoot.  Then  we  better  have  an  embargo  on  evervthinji 
and  say  nothing  can  come  into  the  coimtry,  and  then  we  are  all  right»| 

Dr.  Idooert.  May  I  read,  Mr.  Chairman,  just  a  brief  statomeal 
from  Germany?     Not  very  long  ago  one  of  the  most  distinguisi 
chemical  engineers  wrote  as  folfows  [reading]: 

When  the  queetion  ifi  asked  by  the  chemical  industry  of  other  lands,  still 
favored,  p^^ps,  by  nature,  has  in  the  end  been  surpassed  by  the  Gennaos, 
answer  is  that  Germany  has  had  the  good  fortune  to  call  her  own  a  number  of 
greatest  intellects  in  the  domain  of  pure  scientific  research,  who  have  quickened 
pace  of  theoretical  chemistrjr.    But,  as  before  stated,  it  is  the  latter  which  conslit 
the  vital  element  of  chemical  manufacture.    Only  the  land  which  some  day 
assume  the  leadership  of  pure  scientifical  investigation  will  alao  be  in  positaoB 
snatch  from  German  chenucal  industry  the  palm  to  which  it  is  at  present  entit' 

I  am  pleading  for  the  encouragement  and  development  of 
group  of  scientific  experts  who  will  make  that  possible  m  thb  coontij^ 

Mr.  Choate.  What  is  that  an  excerpt  from  ? 

Dr.  BooERT.  That  is  from  the  report  of  the  Grennan  chei 
conmiittee. 

The  Chairman.  Doctor,  if  you  have  concluded  and  no  fi 

inquiries  are  desired  to  be  addressed  to  you,  the  conmuttee  havii 
exhausted  all  the  witnesses  for  to-day,  will  adjourn  to  meet  Moi 
morning  at  half  past  10  o'clock,  when  other  gentlemen  will  be  h< 
on  this  embargo  proposition,  which  we  hope  will  be  concluded 
that  day. 

(Thereupon,  at  12.50  o'clock  p.  m.,  the  conmiittee  adjourned  to 
meet  Monaay,  August  8,  1921,  at  10.30  a.  m.) 
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MOITDAT,  ATJOUST  a,  1021. 

United  States  Senate, 
CtoifMnTBE  ON  Finance, 

WasMnfftoriy  D.  C. 

The  committee  met,  pursuant  to  adjourument^  in  room  312,  Senate 
BSce  Building,  at  10.30  o'^clock  a,  m.,  Senator  Boie&  Penrose  pre- 
iing. 

Present:  Senators  Penrose  (chairman),  McCumber,  Smoot,  La 
o  lie  tie,  Dillingham,  McLean,  Watson,  ai^d  Simmons. 

The  Chaibkan.  The^  committee  will  come  to  order.  The  under- 
anding  is,  as  I  am  infonned,  that  we  begin  with  Mr.  Metz  this 
Loming. 

Mr.  Metz,  are  you  prepared  to  eon tinue.  your  views  before  the 
^mmittee  t  . 

Mr:  Metz.  Yes,  sir. 

The  Chairman.  In  that  case,  you  wUI  please  proceed. 

STATEKSKT  OF  EEBtfAV  A.  KETZ— Besamed. 

Mr.  Metz.  I  want  to  try  to  remember  the  injimction  of  Senator 
IcCumber  that  I  speak  more  slowly  and  ^ve  the  stenog;rapher  a 
hance;  and  for  that  purpose  I  spent  the  time  since  I  left  here  in 
i>utting  mry  thoughts  down  on  paper,  t  do  not  want  to  take  up 
one  in  reading  aQ  that  I  have  here.  I  covered  the  points  of  previous 
estimony. 

The  Chairman.  Yoa  may  stale  concisely  what  you  have  and  then 
re  wiU  Dorint  the  papei;. 

ilirlr.  Metz.  Suppose  I  take  the  main  points  out  of  what  I  have  here 
md  leave  the  rest  to  be  printed,  because  I  want  to  place  myself  at 
^e  disposal  of  this  committee  to  answer  any  questions  that  you 
3are  to  ask.  I  have  brought  with  me  samples.  I  am  prepared  to 
^ve  von  the  cost  of  production.  I  have  the  full  details  tnat  you 
askea  for,  and  I  am  glad  to  submit  them.  I  would  rather  take  up 
the  time  in  that  wdy  than  in  really  goinjg  over  the  testimony  that 
bas  been  given.  If  that  suits  the  committee,  I  think  we  can  save 
time.  I  presume  that  you  are  after  facts,  and  I  want  to  give  you 
those  that  I  have. 

Senator  La  Follette.  You  fall  right  into  the  habit  of  speakiaig 
very  rapidly  if  you  do  not  stick  closely  to  your  paper. 

Mr.  Metz.  I  think  that  is  a  great  fault  that  1  have,  Senator. 

Senator  La  Follette.  Maybe  we  will  save  time  if  you  will  follow 
your  manuscript. 

Mr.  Metz.  All  ri^t.  Senator.     If  you  want  to  break  into  it  at 
any  time,  I  am  willmg  to  have  you  do  so. 
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Gentlemen,  I  am  grateful  for  the  opportunity  of  being  heard 
and  regret  I  was  not  present  to  hear  Mr.  Choate's  testimoDT 
Satm*day.  I  improved  the  opportunity  to  go  back  to  New  V-  - 
and  look  up  some  facts  and  figures  which  I  am  sure  will  be  of  int*-rt- 
to  you.  Unfortunately,  this  oeing  the  vacation  season  for  all  niki 
kind  except,  apparently,  Members  of  Congress  and  Senators,  I  c-. 
not  ^et  all  the  aata  I  wanted^^as  soma  of  my  staff  were  off  on  virr- 
end  holidays. 

Before  taking  up  these  matters,  I  want  to  ask  your  pardon  &: 
permission  to,  revert  to  JFriday's  hearing  an<J  some  of  the  stateme- 
made  by  Mr.  Choate.    He  took  occasion  to  say  that  I  have  f«uc 
this  licensing  and  embargo  style  of  protection  devised  by  him^r 
with  some  of  the  dye  makers  for  the  last  two  years,  and  that  I  was  f^  ■ 
on  the  floor  of  the  House  when  the  clause  was  stricken  from  the  •• 
The  insinuation,  of  course,  being  that  I  had  used  or  misused  my  pr 
lege  as  a  former  Member  of  Congress.     I  need  not  assure  you  gert  -I 
men  that  I  am  not  in  the  habit  oi  abusing  a  courtesy  or  privil^t*.  ±'  . 
therefore  did  not  attempt  to  influence  the  vote  of  any  ilemS' 
although  I  will  confess  that  I  did  write  and  send  printed  matter,  ^--  - 
as  I  have  here,'  to  various  Members,  who  wrote  me  they  were  r  - 
to  get  the  real  facts  from  one  who  knew  them,  and  in  whose  judgm^r 
based  on  past  experience,  they  had  faith.    I  was  also  told  bv  mar. . 
that  they  were  against  the  plan,  but  before  knowing  the  details,  th* 
had  been  looked  up  and  pledged  by  gentlemen  high  in  the  coun 
of  their  party,  in  one  case  no  less  tnan  a  former  lieutenant  eov^-rr. 
of  their  State,  who  appeared  as  counsel  for  those  in  interest^  Uien^'  "■ 
they  voted  for  the  embargo  and  its  other  unusual  and  obnoii  •-' 
features  with  regret,  and  apologized  to  me  for  doing  so.  but  knoviLj 
that  I  understood  the  nature  of  a  political  promise,  tney  explair.-. 
the  situation.    Therefore,  if  Mr.  Choate  intended  to  conTer  a" 
lobbying  on  my  part,  I  would  Uke  to  ask  him  for  the  names  and  num- 
ber of  the  men,  business,  professional,  political,  and  just  plain  lob'*''- 
ists,  who  have  been  hangmg  around  Washington  for  over  two  yrir- 
trying  to  put  this  thing  over  and  who  paid  for  their  time  and  expefc-* 
I  think  it  would  fill  quite  a  good-sized  Dook.     They  have  been  reh*^'^ 
ing  it  so  long  and  telling  it  to  each  other  so  of  t)en  that  I  thii^  som*'  ' 
them  really  believe  it.     I  am  proud  to  know  that  my  many  fn^  -• 
and  former  colleagues  on  the  other  side  of  the  Capitol  seem  glad  ' 
isee  me  at  all  times,  and  I  feel  that  I  can  say  the  same  for  Hianv 
the  gentlemen  on  this,  the  Senate,  side. 

'If  it  is  any  satisfaction  to  Mr.  Choate,  I  don't  mind  telling  fam  t* 
I  was  on  the  House  side  again  last  Friday,  and  even  lunched  w/ 
Mr.  Longworth,  despite  the  great  difference  of  opinion  we  havr  ' 
the  dye  question.     It  may  gneve  Mr.  Choate  to  know  that  Mr.  L-r:- 
worth  even  stuck  me  for  the  luncheon,  showing  that  he  did  not  nr-^'' 
my  opposition,  and  did  not  hesitate  to  discuss  the  question  with  c. 
I  nave  been  fighting  this  innovation  in  protection  ever  since  the  »ii; 
it  was  first  sprung  on  me  at  the  hearing  before  the  Ways  and  M^i'  > 
Committee  over  two  years  ago. 

When  Chairman  Fordney  asked  me  to  express  my  views  on  the  ^  - 
then  before  the  committee  the  licensing  system  was  no  part  of  it. 
was  sprung  that  day  as  a  new  proposition,  and  the  conuniasian  t<   ' 
the  licensing  was  the  same  httle  clique  which  has  hobnobbed  «  " 
Mr.  Choate  in  the  Dyes  Institute,  the  War  Trade  Board  Advisory  dr.- 
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ittee,  the  Chemical  Foundation,  and  the  Textile  Alliance  Advisory 
immittee,  with  two  or  three  reputable  textile  men  added  to  give  it  a 
|ne  of  respectability.  I  had  seen  so  much  of  the  gum-shoe  methods 
'  this  coterie  that  1  immediately  suggested  that  if  there  was  to  be 
:;ensing  it  should  be  done  by  a  Government  bodj,  not  a  committee 
'  competitOTs,  and  suggestea  the  Tariff  Commission. 
I  was  sent  for  by  the  members  of  the  Ways  and  Means  Committee, 
id  because  of  my  testimony  that  Mr.  Garvan,  then  Alien  Property 
ustodian,  and  Mr.  Choate's  chief  in  that  office  and  in  the  Chemical 
oundation,  demanded  the  surrender  of  two  ^lore  of  my  companies 
$  German  owned,  in  addition  to  the  one  he  had  already  seized  and 
ut  kis  directors  in  on  the  strength  of  the  investigation  conducted  by 
[r.  Choate,  which  cost  me  $30,000  for  his  auditors  and  henchmen  to 
lake,  all  in  an  effort  to  put  me  out  of  business,  because  I  wouldn't 
a.11  in  with  their  schemes  and  help  them  to  loot  the  representatives  of 
he  German  chemical  manufacturers. 

Senator  La  Follbtte.  Just  read  that  part  over  again.  You  are 
:()ing  so  fast  that  it  is  impossible  to  follow  you.  it  seems  to  me 
hat  it  may  indicate  the  somewhat  partial,  instead  of  impartial, 
character  of  these  witnesses  who  have  been  presenting  before  the 
tommittee  their  high  standards  of  patriotism. 

(The  paragraph  referred  to  by  Senator  La  Follette  was  thereupon 
•ead  by  the  witness  as  above  recorded.) 

Senator  La  Follette.  What  time  was  this  ? 

Mr.  Metz.  August,  1919. 

Senator  Ija  Follette.  When  did  you  testify  ? 

Mr/ Metz.  In  1919. 

Senator  La  Follette.  How  long  before  they  sent  for  you  had  you 
given  this  testimony  ? 

Mr.  Metz.  Within  a  few  days. 

Senator  La  Follette.  What  was  the  first  thing  that  they  said  to 
vou  upon  this  subject  as  soou  as  you  met  them  after  their  sending 
tor  you? 

^fr.  Metz.  Well,  I  have  got  to  go  tack  to  the  first,  just  before  the 
armistice.  .      ^ 

Senator  La  Follette.  Why  do  you  have  to  go  back  to  that  to 
explain  what  occurred  there  ?  . 

Mr.  Metz.  Because  they  had  already  seized  one  company  from  me. 

Senator  La  Follette.  1  know.  I  wiU  get  back  to  that;  but  I 
want  to  get  this,  now,  because  it  is  connected  with  your  statement. 

Mr.  Metz.  Congressman  Moore  was  questioning  some  witnesses  in 
regard  to  the  chemical  foimdation.  1  got  a  t^egram  to  come  to 
Washington  tp  see  Mr.  Moore.  I  think  the  telegram  came  from 
Senator  Calder.  I  came  down,  and  Mr.  Moore  asked  a  number  of 
Questions  regarding  the  people  who  constituted  the  board  of  the 
chemical  foimdation,  etc. 

Senator  Ija  Follette.  This  is  not  the  interview  with  the  repre- 
sentatives of  the  chemical  foundation  who  took  away  your  propertv  i 

Mr.  Metz.  There  was  no  interview.  They  simply  sent  for  the 
papers  afterwards. 

Senator  La  Follette.  I  understood  you  to  say  they  sent  for  you 

and  took  away  your  property 

Mr.  Metz.  "No;  they  sent  me  notice  and  demanded  the  surrender 
of  two  of  my  companies.    They  were  czars.    If  you  did  not  do  it,  you 
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were  German.    Some  of  us  wete  not  afraki  of  being  called  Gmmr.- 
at  that. 

Senator  La  Follette.  Let  us  get  that  clearly  on  the  record  as  j. 
say  it  occurred.  You  gave  testimony  in  August,  1919,  before  •• 
House  committee  ? 

Mr.  Metz.  The  House  Ways'  and  Means  Committee.  It  is  all  in  t* 
House  hearings,  in  that  book  [indicating]. 

Senator  La  Follette.  I  imderstand.    I  am  not  askincr  vou  '■ 


turn  to  it  just  now. 

You  gave  testimony  there  with  respect  to  the  proposed  dye  d»--- 
or  dye  embai^  ? 

Mt.  Metz.  Yes,  sir. 
*  Senator  La  Follette.  And  following  your  testimony  the  Oienu'i 
Foundation,  if   I  imderstand  you  rightly,  canceled    two  of  v"^' 
licenses  ? 

Mr.  Metz.  No,  sir.    Following  my  testimony  Mr.  Crarran  ir*- 

E honed  to  my  counsel  in  New  York  and  told  him  tnat  I  had  been  d^^vr 
ere  double-crossing  him. 

Senator  La  Follette.  Were  you  present  when  that  tcleply^ 
message  was  received? 

Mr.  Metz.  No,  sir;  but  my  counsel  told  me  that.  He  was  in  Xf » 
York. 

Senator  La  Follette.  Let  us  get  that  just  right  on  the  record. 

Mr.  Metz.  I  was  in  Washington. 

Senator  La  Follette.  You  were  informed  by  your  counsel,  Me»> 
O'Gorman,  Battle  &  Van  Devere  that  Mr.  Garvan  had  called  them  : 
the  telephone  and  complained  that  you  had  double-crossed  him  / 
Washington  in  your  testimony  before  the  Conmiittee  on  Ways  ar: 
Means — and  what  ? 

Mr.  Metz.  And  sent  a  demand  for  the  surrender  of  two  more  of  c 
companies  under  the  alien  property  act. 

Senator  La  Follette.  were  you  informed  by  your  attoniejs  lb: 
Mr.  Garvan  named  the  companies  ? 

Mr.  Metz.  He  did  name  them  in  the  demand  on  me. 

Senator  La  Follette.  What  were  the  companies ! 

Mr.  Metz.  H.  A.  Metz  A  Co.  (Inc.),  and  H.  A.  Metz  Laboratory. 

Senator  La  Follette.  Just  describe  the  first  company. 

Mr.  Metz.  The  first  company  is  a  selling  company,  handlnif  d}^ 
stuffs,  American  or  foreign  or  anything  they  can  get — a  sellintr  <^  '• 
poration,  pure  and  simple. 

Senator  La  Follette.  When  was  it  organized  ? 

Mr.  Metz.  It  was  organized  in  1916, 1  tmnk.  I  have  got  to  go  tw i 
to  the  full  details  on  this,  the  entire  history.  I  will  do  it  in  a  monur:* 
The  laboratories  were  incorporated  about  the  same  year.  Tv' 
manufactured  salvarsan  and  pharmaceutical  preparations. 

Senator  La  Follette.  Who  are  the  officers  of  the  company  ? 

Mr.  Metz.  I  am  president  and  practically  entire  owner.  '  Some  •  * 
my  associates  are  with  me — my  brother  and  some  people  who  h*'* 
been  in  my  employ  for  years. 

Senator  La  Follette.  Were  there  any  stockholders  or  officrn  «' 
directors  in  that  company  who  were  foreign  citizens  ? 

Mr.  Metz.  Not  one,  not  even  foreign  born.  They  were  all  Xnitr.- 
can-bom  citizens,  every  one  of  them. 

Senator  La  Follette.  All  domiciled  in  this  country  ? 
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Mr.  MjBm.  AlwAys  lived  here,  bom  here  aad  stayed  here. 
Senator  La  Foixettb.  What  was  the  name  of  that  company, 
gain,  please  ? 

Mr.  MsTZ.  H.  A.  Metz  &  Co.  (Inc.),  a  New  York  State  corporation. 
Senator  La  Foixette.  What  was  the  demand  that  your  attorneys 
if  onned  you  that  Garv^an  had  made  upon  you  ? 

Mr.  Mbtz.  My  attorneys  did  not  inform  me  of  that.  That  demand 
ame  to  me  direct  from  the  office,  as  it  always  did. 

Senator  La  Foixeite.  I  thought  we  were  still  dealing  with  the 
elephone  conversation. 
Mr.  MsTZ.  It  was  after  that  the  demand  came  to  my  office. 
Senator  La  Follbtte.  How  soon  after  that  ? 
Mr.  MsTZ.  Within  a  few  days.    I  do  not  remember. 
Senator  La  Follette.  Was  the  demand  in  writing? 
Mr.  MsTZ.  Yes;  the  regular  form  of  the  Alien  Property  Custodian. 
Senator  La  Follette.  Did  you  preserve  it)    Have  you  that 
lemand  in  your  files ) 

Mr.  Metz.  It  was  all  in  the  court  papers  in  New  York.  They  are 
all  there.  I  just  went  through  court  on  this  thing  and  beat  them 
out  and  got  possession. 

Senator  La  Follette.  On  what  jground  did  they  demand  the 
surrender  of  that  company  to  the  Alien  Fropertj  Custodian  ? 

Mr.  Mbtz.  I  have  got  to  go  back  to  the  beginmng.    I  will  give  you 
the  whole  record. 
Senator  La  Follette.  You  can  answer  that  question. 
Mr.  Metz.  On  the  ground  that  it.  was  enemy-owned.    My  old 

firm,  established 

Senator  La  Follette.  Let  us  finish  ihk  before  we  leave.it.    What 
replv  did  you  oniJce  to  tihat  1 
Afr.  Metz.  I  was  not  very  decorous.    I  ilold  them  to  go  to  the  devil. 
Senator  La  Follette.  What  followed  that  ? 
Mr.  Mbvz.  I^t  an  injoDction  and  held  it.    , 
Senator  La  Follette.  You  got  an  injunction  in  the  Federal  courts 
in  New  York* 
Mr.  Metz.  Yes,  sir. 

Senator  La  Follette.  jRestraining  them  from  dispossessing  you  of 
that  property  ? 
Mr.  Mjstz^  Yes,  sir. 

SaEkator  La  Follette.  What  followed  that  ? 
Mr.  Metz.  We  had  several  conferences,  and  finally  got  into  court, 
sod  I  won  the  case. 

Senator  La  Follette.  How  long  ago  was  the  hearing  had  in  the 
case  disposing  of  it  ? 

Mr.  Metz.  Some  time  in  May  or  June  of  this  year.  The  judgment 
was  that  it  was  not  enemy  owned,  that  I  was  entitled  to  that  stock, 
that  it  belonged  to  me,  and  that  is  the  end  of  it. 

Senator  La  Follette.  How  much  were  you  embarrassed  in  the 
operation  of  tiuit  company  by  the  Ali^i  Property  Custodian's  taking 
ttis  course  of  action  ? 

Mr.  Metz.  I  have  got  to  go  back  to  the  whole  case.    In  these  com- 
panies I  was  not  embarras^  because  I  did  not  siurrender  the  stock. 
1  refused  to  surrender. 
Senator  La  Follette.  You  continued  the  business  ? 
Mr.  Metz.  Absolutely. 
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Senator  La  Follette.  You  did  that  with  respect  to  the  oooip«i: 
that  you  have  just  been  talking  of  and  also  with  respect  to  Uie  seo--. ' 
companv  ? 

Mr.  METZ.  Both  companies. 

Senator  La  Follette.  Which  they  demanded  of  you  to  turn  or*** 

Mr.  Metz.  They  had  taken  another  company  before  that. 

Senator  La  Follette.  We  will  come  back  to  that.  Did  you  hi-. 
a  decree  with  regard  to  this  second  company  ? 

Mr.  Metz.  No;  these  companies  were  not  in  the  suit.    The  fir»- 
suit  covered  all  of  them.    There  was  a  first  company  involved.    Tla* 
is  the  one  I  went  to  court  on.    All  these  others  were  held  up  by  tit: 
suit,  which  suit  decides  it  all  along  the  line. 

Senator  La  Follette.  Did  you  get  an  injunction  as  to  both  i 
these  companies,  on  the  second  as  well  as  on  the  other  one  t 

.Mr.  Metz.  Yes,  sir;  on  the  second  to  prevent  them  from  dissipi'- 
ing  the  funds  of  the  company.    I  held  tnem  up  all  along  the  lin^ 

Senator  La  Follette.  They  actually  took  one  company,  did  th^r 
not? 

Mr.  Metz.  Yes,  sir.    I  had  to  give  up  one. 

Senator  Smoot.  Whom  did  they  put  in  ? 

Mr.  Metz.  A  nian  named  Kerr,  as  I  imderstand,  who  refused  : 
continue.  He  said  it  was  an  outrage,  and  resigned.  Then  therpr 
in  Mr. — I  do  not  recall  the  gentlemen's  names — a  man  in  New 'Tort 
who  has  been  in  a  dozen  of  Oarvan's  corporations.  They  pal  in  Mr 
Corbett  as  treasurer  and  one  of  my  men.  They  gave  me  a  chinr^ 
to  keep  track  of  what  was  going  on.  I  do  not  recall  the  names.  Ic* 
thev  had  these  men  in  all  these  various  companies. 

Senator  IjA  Follette.  What  was  the  name  of  Ihe  first  OMnptsj 

Mr.  Metz.  That  was  the  Hoechst  Co.    That  was  the  result  of  i^* 
years  in  business,  praoticaDy.    It  was  changed  to  different  oorpormt^ 
nameS;  and  finally,  in  1900.  I  think,  it  was  in  my  own  name,    b 
1000  I  took  the  name  of  H.  A.  Metz  &  Co.    I  have  been  there  4^ 
years,  this  fall. 

Senator  La  Follette.  Was  the  corporate  name  changed  to  H.  1 
Metz  &  Co.  at  that  time  ? 

Mr.  Metz.  In  1900.  Then,  in  1912,  it  was  changed  to  Fdbwakf- 
Hoechst  Co. 

Senator  La  Folt.£tte.  At  the  time  that  the  name  was  AMopi 
from  the  Metz  Co.  to  Falbwerke-Hoechst  'Co.,  did  there  pass  tcj 
title  to  the  property? 

Mr.  Metz.  Yes,  sir.  At  that  time  I  sold  the  stock  to  the  GcnoM 
concern. 

Senator  IjA  Follette.  Where  was  that  German  concern  t 

Mr.  Metz.  At  Hoechst,  in  Germany. 

Senator  La  Follette.  Then  it  became  at  that  time  a  Geniiis- 
owned  company  ? 

Mr.  Metz.  Only  in  name.  The  stock  was  in  mj  name.  I  h*«J 
the^  full  voting  power,  and  the  dividends  were  divided — ^w^ll  «» 
never  ohangea  tlie  condition  except  that  they  wanted  the  pnnn- 
I  Ion,  in  case  I  died  or  retired,  to  take  over  the  company  and  not  lo?* 
Mm  name.  The  name  was  valuable  as  an  asset  because  of  Salvana: 
Hhd  those  other  products  that  had  come  into  the  maricet  I  wts  :r 
( 'onj^roHS  and  was  ready  to  quit,  and  they  wanted  to  come  in  tni^ 
tlirir  own  name  also. 
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Scjnartor  La  Follbttb.  They  paid  you  a  consideration  for  that  ? 
Mr.  Mistz.  Yes,  sir,  S300,000,  the  same  price  I  had  paid  15  years 
?fore    for  the  stock  from  my  predecessor  in  business.    That  was 
n2. 

Senator  La  Follbtte.  But  vou  had  a  contract  with  them  giving 
3u  tlie  voting  power?    Did  the  stock  remain  in  your  name? 
Mr.  Metz.  No,  sir;  I  tiink  I  transferred  some  of  it  at  the  time 
i  their  name. ' 

Senator  La  Follette.  What  proportion  is  it  ? 
Mr.  Metz.  There  were  different  amounts,  25  per  cent,  50  per  cent, 
p  to  90  per  cent,  I  think,  at  that  time. 

Senator  La  Follbtte.  You  transferred  to  them  90  per  cent  of  the 
took  at  that  time  ? 

Mr.  Metz.  Yes,  sir;  over  90  per  cent.     I  think  I  kept  about  10 
bares. 
Senator  MgCumbbr.  You  held  it  in  your  hands? 
Mr.  Metz.  Absolutely. 

Senator  McCmfBEB.  You  were  holding  it  simply  in  trust? 
Mr.  Metz.  Under  my  contract. 
Senator  La  Follette.  Did  you  have  a  contract  ? 
Mr.  Metz.  Absolutely. 

Senator  La  Follette.  Did  that  contract  give  you  the  voting  power 
>{  the  stock? 

Mr.  Metz.  Absolutelv  full  power,  the  same  as  I  had  when  I  owned 
the  entire  company.     I  would  not  have  given  it  up  otherwise. 

Senator  La  Follette.  What  change  was  made  thereafter,  before 

the  property  was  taken  over  by  the  Alien  Property  Custodian,  if  any  t 

Mr.  Metz.  In  1913  there  were  some  suits  Drought  xmder  the  trust 

law.     I  had  always  opposed  this  transfer  to  the  Germans,  and  in  1913 

some  suits  were  brougnt  under  the  trust  law. 

Senator  La  Follbtte.  What  do  you  mean  by  saying  you  had 
always  opposed  it  ?    You  had  made  the  transfer. 

Mr.  Metz.  Yes,  sir;  because  I  was  ready  to  quit  and  get  out  and 
let  them  take  it. 

Senator  La  Follette.  You  did  not  oppose  it  at  the  time  the  trans- 
fer was  made  ? 

Mr.  Metz.  Oh,  no;  it  was  all  made  in  good  faith  all  through.     In 
1913  these  trust  suits  were  brought — the  Dobson  suits  which  vou  have 
heard  of  and  which  are  in  the  record.     I  insisted  on  getting  that  stock 
back.     I  said  I  did  not  want  this  German  connection,  that  I  wantecjl 
this  stock  back. 
Senator  La  Follette.  How  earlv  in  1913  was  that? 
Mr.  Metz.  March  or  April;  long  before  we  ever  thought  of  war. 
I  finally  got  in  communication  with  them,  and  in  July  the  stock 
was  transferred  to  me,  and  I  gave  my  note  in  payment,  $596,000, 
double  the  price  I  paid  for  it.     I  did  not  kick  on  the  price.     The 
assets  were  there,  and  it  was  in  my  power  to  keep  them  tnere. 

Then  came  the  investigation  of  three  concerns 

Senator  La  Follette.  Just  before  you  leave  that,  if  vou  please. 
Did  you  make  any  change  in  the  name  of  the  company  when  it  came 
back? 

ilr.  Metz.  No;  I  went  right  on  then,  transferred  the  stock  back 
to  myself,  and  it  was  my  property. 

Senator  La  Follette.  You  then  became  practically  the  sole  owner 
of  it? 
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Mr.  Metz.  Just  as  I  had  been  before.     I  was  again  the  sole  own  - 

Senator  La  Follette.  I  do  not  see  how  you  can  say  juat  tA  j* 
had  been  before. 

Mr.  Metz.  Before  they  took  it;  and  then  I  got  it  back. 

Senator  La  Follette.  Just  how  long  was  ukB  control  of  the  Ci/c- 
pany  out  of  your  hands  and  in  the  hands  of  the  Germans  i 

Mr.  Metz.  Oh,  less  than  a  year — about  a  year,  I  should  say — fr-- 
1912  to  1913. 

Senator  La  Follette.  It  was  along  about  1912? 

Mr.  Metz.  1912  to  1913. 

Senator  McCumber.  Why  did  you  make  the  transfer  ol  this  il  » 
few  months  and  then  get  it  back  again  ? 

Mr.  Metz.  Because  these  suits  had  been  brought  and  they  werr  % 
species  of  blackmail 

Senator  McCumber.  What  suits  ? 

Mr.  Metz.  Brought  by  a  firm  of  attorneys  in  Philadelphia. 

Senator  La  Follette.  Civil  suits?. 

Mr.  Metz.  For  three  times  damages  imder  the  Sherman  sDlitru* 
law.     Under  that  law  we  were  put  to  a  lot  of  trouble,  and  \t 
brought  in  all  kinds  of  stuff.     I  settled  the  cases  by  going  dowo  ' 
Dobson's  and  putting  my  cards  on  the  table  and  showing  what  fu 
been  done.     But  the  point  was  made  then  that  we  were  buying  fn  r. 
a  trusty  handling  trust  goods.     As  a  matter  of  fact,  we  were  l.- 
conunission  merchants.     We  were  buying  and  selling  at  ail  umr:- 
even  when  the  Germans  owned  it.     I  bought  it  outright  and  paid  f .' 
T^J  ^oods  and  sold  them  on  my  own  account.     It  was  never  a  cvsl- 
mission  proposition. 

Then,  after  getting  that  back,  things  went  along  until  tha  var  t: 
1914. 

Senator  La  Follette.  After  that  transfer  of  that  stock  was  mkOf 
in  1913,  did  the  Germans,  or  any  citizens,  or  any  alien,  hare  anj 
interest  whatever  in  that  company  ? 

Mr.  Metz.  None  whatever,  except  that  I  paid  them  here  a  part  ' 
the  dividends  1  drew. 
^  Senator  La  Follbtte.  Why! 

Mr.  Metz.  In  return  for  part  of  their  profits  they  noads  abroa: 
Qwill  tell  you  why.    In  1904,  I  think  it  was,  arranranento  abrt^- 
were  being  made  with  several  companies.    Mr.  J.  M.  rattenon.  «ti 
was  vice  president  of  the  National,  represented  one  of  those  cue- 
panics  in  America. 

Senator  La  Follette.  Of  the  National  what  ? 

Mr.  Metz.  The  National  Aniline  Co.  He  was  the  president  of .: 
and  I  think  he  still  is.    Anyway,  he  was  there.    He  niad  an  arnn^ 

ment  with  the company  of  Germany,  by  which  they  dine*. 

their  joint  profits  on  the  goods  sold  by  them  to  America  and  ^^ 
here  on  the  basis  of  the  profits  made  on  those  ^oods  in  Eurow  *c* 
the  profits  that  were  made  on  those  goods  here,  I  believe  in  the  pn* 
portions  of  53  to  47. 

Senator  La  Follette.  That  was  a  combination  between  the  Grr* 
man  kartel 

Mr.  Metz  (interposing).  No:  one  member  of  the  kartel. 

Senator  La  Follette  (continuing) .  One  member  of  the  kiru. 
and  one  member  of  the 

Mr.  Metz  (interposing) .  Selling  force  here,  selling  his  good^  br:^ 
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Senator  La  Follette.  What  were  his  ofBcial  relations  with  the 
Linerican  Chemical  Co.  ? 

Mr.  Metz.  At  that  time  none.  At  that  time  I  had  the  German 
ompany,  owned  the  stock  in  it. 

Mr.  Choate.  There  Was  no  company,  then. 

Mr.  Metz.  I  beg  your  pardon.    There  was  a  company  then. 

Senator  La  Follette.  I  will  bring  out  these  facts,  Mr.  Choate,  as 

go  along.    Let  us  have  no  more  of  this. 

aIt.  Metz.  There  was  a  National  and  had  been  for  years. 

Senator  La  Follette.  I  am  not  complaining  to  your  replying  to 
n  outside  interruption:  I  am  complaining  of  your  being  interrupted. 

Mr.  Metz.  I  think  I  know  as  much  about  it  as  Mr.  Choate.  1  nave 
»een  in  it  some  years  longer. 

That  arrangement  provided  for  dividing  the  profits  between 
ibroad  and  hercj  and  the  people  whom  I  represented  wanted  to  get 
nto  the  kartel  and  were  anxious  to  have  the  same  arrangement  with 
t,  which  is  natural. 

Senator  La  Follette.  Yes. 

Mr.  Metz.  I  finally  made  the  same  arrangement,  but  as  I  made 
nore  profit  on  this  side  they  only  got  50-50  with  me.  In  other  words, 
I  paid  them  half  the  profit  that  Imade  on  this  side,  which  equaled 
25  per  cent  of  the  profit  thej  made  on  their  side,  and  I  got  50  per  cent 
on  their  goods.  That  was  m  dividends,  which  is  vastly  different.  It 
was  not  m  the  profit,  but  dividends.  I  had  full  authority  to  declare 
dividends  when  I  pleased  and  in  any  amount  I  pleased. 

I  made  that  arrangement,  and  tnat  continued,  whether  I  had  all 
the  stock,  or  whether  I  had  part  of  the  stock  and  they  had  part  of  the 
stock,  the  theory  being  that  we  would  very  often  sea  goods  here  at  a 
close  marmn,  because  of  the  profits  abroQ^d,  and  they  might  quote  a 
low  price  oecause  of  the  price  here.  We  were  in  competition.  The 
big  sue  always  competed  against  each  other,  and  others  were  compet- 
ingopenly  and  cutting  each  other  right  and  left. 

They  investigated  the  German  dye  concerns,  and  I  was  sent  for. 
Mr.  Choate  was  the  examiner,  and  I  put  my  cards  on  the  table  and 
said,  *'  I  assume,  Mr.  Choate,  this  is  dead  open  and  shut.  I  will  give 
you  anything  I  have  got."  He  said,  "Will  you  allow  nay  examiners 
to  take  your  books  and  go  through  them?''  I  said,  "Certainly." 
I  supposed  two  of  them  would  come  down,  and  there  were  six  or 
eight  who  came  down  at  $50  and  8100  a  day,  and  they  stayed  five 
months,  and  I  was  being  soaked  for  it.  It  was  a  good  job. 
Senator  La  Follette.  Was  that  at  your  expense  ? 
Mr.  Metz.  Yes,  that  was  at  my  expense.  They  worked  for  these 
other  companies  at  their  expense.  They  had  stenographers  sitting 
there  reading  my  copy  books,  going  through  my  check  books,  etc., 

checking  everything  I  had  spent  since  1912. 
In  that  report  Wr,  Choate  decided  that  it  was  a  camouflage  sale. 

The  great  German  expression  for  it  was ,  I  think  it  was.     I 

gave  them  everything  they  wanted.     I  was  perfectly  clean  and  was 

tvot  afraid  of  anything  they  could  find.     I  am  good  on  a  note  for 

$500,000  or  any  other  amount  I  put  my  name  on. 
According  to  Mr.  Choate's  judgment,  that  was  a  camouflage.     I 

went  to  Mr.  Garvan  and  said,  "Frank,  you  know  this  is  not  right." 

Mr.  Fitzgerald,  our  former  colleague,  John  Fitzgerald,  told  me  they 

were  going  to  do  this  and  I  had  better  get  in  line.     I  don't  want  to 

hetray  a  confidence,  because  John  and  I  are  good  friends. 
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Senator  hx  Follette.  I  do  not  think  you  have  stated  what  t;::.-' 
that  was. 

Mr.  Metz.  That  was  the  latter  part  of  1917  or  1918.     When  wi. 
the  armistice  signed? 

Senator  La  Jollette.  November  11,  1918. 

Mx.  Metz.  That  was  early  in  1918,  about  October,  1918. 

Mr.  Garvan  says,  ''  Well,  you  know  there  is  more  in  this  than  jur* 
your  little  company.  The  question  of  manufacturing  dyes  is  j 
volved.  You  say  we  can  not,  and  we  say  we  can.'*  I  asked  Gair  .■ 
where  his  office  gave  him  authority  to  foster  the  dye  indusUj.  :! 
said,  ''We  will  make  an  examination  of  the  other  concerns,  and  (II. 
will  let  you  out.  That  is  the  best  thing  you  can  do.  We  will  u»- 
these  over  and  wipe  out  the  big  ones.''  I  had  no  objection  to  li-.- 
wiping  anything  out.  I  had  my  redress.  I  had  nothing  but  a  fir: 
I  couldn't  sell  goods  imder  that  name.  I  had  to  change  the  namr  <■ 
the  company  and  reincorporate  all  my  concerns. 

On  Saturday  nisht  at  6  o'clock  beiore  the  armistice  was  sigiiK 
on  November  9,  tney  came  to  my  house  in  the  country,  these  t» 
accountants,  and  demanded  for  these  three  companies  the  Falbveri'- 
Hoechst  Co.,  the  H.  A.  Metz  &  Co.  (Inc.),  and  U.  A.  Metz  Labort:  - 
ries;  they  made  a  demand  for  these  three  companies.  I  called  .. 
Senator  Gorman  and  said,  ''Jim,  this  is  an  outrage."  "Weil.*  . 
said,  "you  know  the  law,  and  you  are  being  investigated.  Fni' 
tells  mQ  he  thinks  it  is  all  right,  and  you  had  Detter  comply.** 

I  complied  under  protest.  I  then  saw  Mr.  Garvan,  and  wr  a: 
ranged  tnat  pending  the  investigation,  which  was  still  goinz  on  a:-  . 
went  on  until  the  lollowing  March,  that  I  would  deposituie  su*  % 
of  two  of  these  companies  with  John  Fitzgerald  in  escrow.  I  s^-' 
"  I  am  not  afraid  of  anything  of  that  kind.  I  will  trust  John.  1  pw' 
it  up  with  him  in  escrow  to  hold  imder  an  agreement  that  it  would  > 
held  pending  the  investigation,  and  then  to  be  ^ven  back  to  me  u^  i- 
according  to  the  demand  or  not,  as  the  case  might  be. 

Finally  ""it  was  decided  to  take  over  the  Fiubwerke-Hoechst  (• 
and  wipe  out  the  big.  six.  Mr.  Choate  insisted  on  that  being  Genxuc 
,etc.,  and  Mr.  Garvan  drafted  his  first  report  and  said  distincdv  Va' 
no  evidence  had  been  found  indicating  any  German  connection  w.i: 
the  other  two  companies.  That  was  not  in  the  final  report  «k.i. 
.was  published,  but  1  have  got  a  copy  of  the  original  report  in  irb  . 
it  was.    It  was  stricken  out. 

The  result  was  they  demanded  the  stock  of  the  Falbwerke-HoecL*' 
Co.,  and  I  surrendered  it.  Then  came  his  literature  about  Geimx 
spies,  and  everything  else,  his  libelous  stuff  that  appeared  in  t: 
Saturday  Evening  Post  and  everywhere  else,  that  would  drive  il; 
man  insane.  Later  demand  was  for  it  a^ain,  and  I  refused  to  p*' 
it  up.     I  think  that  shows  there  was  animus  in  the  whole  tiiii^: 

Senator  La  Follette.  At  what  time — and  I  ask  it  in  this  con&^ 
tion — was  the  Chemical  Foundation  organized  by  Mr.  Garvan  ift- 
the  other  gentleman  ? 

Mr.  McTZ.  I  think  it  was  some  time  in  1918.  I  became  a  subscn^: 
like  the  rest  of  them. 

Senator  La  Follstte.  That  corporation  was  in  existence  ti  ^^ 
time  of  this  demand,  was  it? 

Mr.  Metz.  Oh,  no.    When  they  made  the  second  demand  it 
but  not  the  first  demand.     That  came  afterwards. 
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You  asked  me  how  that  handicapped  me.  In  the  first  place,  it 
re  vented  me  from  increasuiff  mv  Dusiness;  it  prerented  me  from 
Ding  to  the  public  with  stocK,  if  I  wanted  to,  which  I  did  not:  it 
ut  me  under  the  spell  of  having  my  property  sold  to  somebody  else, 
:>iiie  other  concern;  it  .RUt  me  up  agairist  the  proposition  where 
tiey  roight  take  my  business.  I  went  to  Judge  Hume,  who  was  my 
oimsel,  and  he  advised  me  to  complv  with  the  demand  and  stirrender 
tie  company.  I  said,  '*No;  if  I  do  that,  I  am  done."  He  said, 
You  will  be  indicted."  I  said,  "I  will  take  a  chance  on  being  in- 
icted."  I  did,  and  thev  didn't  indict  me:  A  man  that  is  right 
hould  not  be  afraid  of  oeing  indicted.  I  refused  to  surrender  it. 
said,  "I  will  riot  give  up  any  collateral  I  have  got  to  these  people." 
i?V\eri  Mr.  Cresson,  coimsel  oi  one  of  those  companies,  told  me  "I 
^-ill  have  you  indicted  for  conversion."  I  told  hmi  to  go  ahead  and 
;et  me  into  court,  get  into  police  court,  get  me  into  any  court,  just 
JO  he  got  me  into  court,  but  they  didn't  do  it. 

That  is  the  history  of  the  situation  of  those  companies.  I  was 
liandicapped  under  the  spell  of  pro-Germanism  and  all  of  that  stuff. 
[t  is  all  m  the  record.  , 

Senator  La  Follette.  Just  go  ahead  with  your  statejnent. 
Mr.  Metz.  I  was  held  down  as  a  Genhan.  People  refused  to  buy 
goods  of  a  German.  Competitors  went  around  talking  about  my 
beinff^  taken  over.  I  was  a  member  of  the  advisory  coriimittee  of  the 
Dye  Institute.  Mr.  Choate  was  present  ^nd  suggested  that  it  would 
be  inadvisable  to  pift  Mr.  Metz,  because  he  was  persona  rion  grata  in 
Washington.  That  got  me  mad,  and  I  have  been  proving  ever  since 
how  much  persona  non  grata  I  was  here.  ' 

Senator  La  Follette.  Go  ahead  with  your  statement. 
Mr.  Metz.  I  had  got  down  to  the  $30,000.    I  would  not  fall  in  with 
their  schemes  and  hdp  them  to  loot  the/epresentatives  of  the  German 
chemical  manufacturers.     I  use  the  word  ^4oot"  advisedly,  because 
it  was  loot  and  nothing  else.    Their  exaggerations,  distorted  transla- 
tions, and  misconstrued  versions  of  details '  they  claimed  to  have 
found  in  their  investigations  are  still  being  sent  out  and  their  libelous 
publications  in  their  propaganda  for  this  embargo.     Only  last  week  1 
received  the  same  letter  tnrouffh  the  mails,  about  the  German  spy 
system.     Poor  devils  whose  only  crime  was  that  they  were  Germans 
and  had  not  yet  been  naturalized,  were  intimidated,  brow-beaten; 
and  interned,  after  having  been  locked  up  in  vile  c6unty  jails  m  various 
parts  of  the  country,  and  some  whom  I  know  about  were  not  released 
till  some  other  of  their  henchmen  were  employed  as  counsel  and  paid 
$4,000  for  services  to  secure  their  release  from  Ogelthorpe.     I  laiow 
that  to  be  a  fact,  and  it  can  be  proven,  that  the  Department  of  Justice 
had  nothing  against  them,  but  the  Alien  Property  Custodian  wanted 
it  done,    'fiiey  were  told  that  if  they  saw  a  certain  gentleman  in  the 
department  and  secured  his  services  they  could  get  out. 
Senator  McCumber.  Who  was  Attorney  General  at  that  time  ? 
Mr.  Metz.  Mr.  Palmer  was  Attorney  General  at  that  time. 
And  the  same  man  who  gave  Choate  the  information  in  regard  to 
the  men  I  refer  to  is  the  same  man  who  gave  him  the  information 
about  the  so-called  monstrous  actions  of  the  German  Dye  Trust. 
He  was  the  vice  president  of  one  of  them  for  many  years,  and  may 
have  known  all  this  from  his  personal  experience,  but  as  for  my 
concerns  or  the  German  plant  I  represented  I  deny  it  and  defy  him 
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or  Choate,  or  any  other  man,  to  prove. one  single  act  not  entu>.. 
in  accord  with,  business  ethics^  except  possibly  agreements  a.^  * 
prices  on  several  things  which  his  firm  controlled  bdTore  I  butted 
and  handled  the  same  goods.  That  gentleman  is  the  chainnai^  • 
the  executive  committee  of  practically  all  of  the  bodies  I  have  referr-  * 
to,  and  while  he  does  not  often  appear  personally  in  the  open,  r^.- 
register  of  the  Wardmaii  Park  Hotel  will  show  how  much  time  he  ar  - 
his  colleagues  have  spent  in  Washington  during  the  last  two  yra^v 
trying  to  put  over  licensing  and  embargoes.  I  didn't  happen  u*  t- 
an  lunortunate  German  alien,  but  a  free-Dom  American  citizen,  wb^ 
record  made  it  unnecessary  to  worry  about  being  called  German  ^•- 
Choate  or  Garvan  or  anyone  else,  and  I  simply  applied  to  the  oour* 
for  an  injunction  to  prevent  any  further  dissipation  of  Uie  fundf  ••:' 
my  company,  and  ailes*  waiting  two  years  and  one-half  to  get  d* 
court  to  trv  the  case,  I  of  course  got  a  decision  in  my  favor,  ar.  - 
naturally  Mr.  Choate  is  somewhat  peeved. 

So  much  for  that,  gentlemen,  and  I  ask  your  pardon  for  havirr 
indulged  in  it,  but  if  at  any  time  you  want  any  details  about  som<» 
the  things  I  have  indicatea,  I  am  at  your  service,  for  thank  God  ^* 
have  again  arrived  at  a  point  where  the  American  flag  can't  be  U5^! 
to  cover  every  kind  of  a  dark  deed  pulled  off  in  the  name  of  pat  not* 
ism  and  a  man  needn't  be  afraid  of  being  branded  a  German  f«  * 
telling  the  truth  and  calling  a  spade  a  spade.  As  Americans  w:- 
love  uieir  country,  if  there  are  anv  acts  we  will  be  ashamed  of  in  tr> 
future  it  will  be  those  that  have  oeen  pulled  off. by  the  little  cot^ri*^ 
in  the  Alien  Property  Custodian's  ofFice,  many  of  whom  are  nov  \:» 
Germany  or  have  their  agents  there  trjing  to  get  retainers  from  ti" 
very  people  whom  they  gouged  at  a  dollar  a  year.  I  know,  becao^- 
I  get  inquiries  from  abroad  asking  about  those  same  men.  Naturtliy 
I  am  heartily  recommending  them. 

I  get  letters  rieht  along  asking  if  this  man  or  that  man  shoolti 
represent  ua  over  nere^  over  in  the  Alien  Property  Custodian's  ofii^-^. 
and  under  these  same  officials. 

Now  for  Mr.  Choate's  testimony.  He  was  asked  what  connertii  t 
there  waa  between  the  Chemical  li'oimdation  and  the  Dyes  Institutr 
He  said  ''none",  but  he  appears  before  one  sewing  circle  in  New  Yin 
one  day  as  counsel  of  the  Dyes  Institute,  and  the  next  at  a  board  i 
trade  dinner  in  New  Hampshire  as  counsel  of  the  Chemical  Fouikit- 
tion»  always  waving  the  American  flag,  poison  massing  the  audi^*"* 
and  telling  them  aoout  the  wicked  Germans.  If  there  is  no  otbr 
connection  than  himself  as  counsel  for  both,  that  seems  close  enou)^ 
He  said  I  spoke  of  salvarsan^  intimating  that  I  did  it  to  befog  tv 
issue. 

I  mentioned  salvarsan  to  show  that  if  I  could  make  that  t^p 
intricate  product  whose  purity  meant  life  or  death,  and  of  which  "* 
per  cent  was  labor,  and  oring  the  price  down  from  S2.50  to  27  oftu 
a  dose,  it  would  seem  likely  that  makers  of  dyes  where  the  US* 
amounted  only  from  5  per  cent  to  at  most  25  per  cent  for  certA'';^ 
dyes  made  in  limited  quantities,  ouj^ht  to  be  able  to  take  care  •*'' 
themselves  with  a  reasonable  protection.  The  price  is  S2.50  becAQ< 
the  Germans  had  certain  patents  and  they  haa  sp^it  over  10  vfflT' 
in  experimentation.  There  were  606  tests  compounded  before  th^v 
sold  anv  salvarsw.  Hence  the  name  '^606.''  The  same  is  trs^ 
with  reference  to  indigo.     They  spent  25  years  on  that  before  th-  • 
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t  a  dollar  back  on  it.  We  took  their  papers  and  copied  them 
len  we  were  making  it.  That  is  what  we  were  doin^.  He  ques- 
>ned  my  statements  about  nitratii^  plants.  I  said  that  not  over 
;ht  dye  plants  were  equipped  for  nitrating.  No  doubt  more 
ants  nave  nitrating  apparatus  and  in  my  own  case  we  hare  a 
trating  plant  at  the  Central  which  is  used  now  only  for  emergency 
irposes  and  contains  one  nitrator.  It  doesB^t  pay  to  mtrate 
iuzoly  tohiol;  or  xyol  on  a  small  scale^  or  imless  you  have  vour  own 
trie-acid  plant,  and  how  many  have  that.  It  is  much  cheaper  to 
ly  nitrobenzol,  nitrotoluol,  etc.,  as  well  as  the  next  stage  produets, 
iiline,  teluidine,  and  xylidixke  from  the  few  large  plants  equipped 
>  make  them,  and  to  pay  the  transportation  charges  on  the  neces- 
iry  nitric  and  sulphuric  acids  to  make  the  finishea  intermediates  I 
ave  fast  mentioned.  There  are  times  when  supplies  are  scarce^ 
r  held  back  to  boost  the  price,  when  it  pays  a  small  man  to  buy  the 
rude  benzol  and  toluol  and  do  his  own  nitrating  and  reducing. 
Otherwise  these  isolated  nitrators  are  idle  and  they  never  would 
e  a  factor  for  munition  purposes.  Nitrating  for  explosives  is  done 
n  a  laise  scale  and  guncotton,  trinitrotoluol  picric  acid,  which  is 
rinitropnenol  are  not  made  in  color  plants,  but  in  special  plants 
or  such  products,  and  the  best  dye  industry  can  do  is  to  use  a  small 
»art  of  the  possible  output  of  those  plants  and  so  help  them  keep  up 
k  small  percentage  of  those  put  out  of  business  and  idle  since  the  war 
topped.  He  said  I  claimed  that  I  was  not  afraid  of  the  Germans 
kua  then  in  the  next  breath  asked  protection  against  the  dumping 
>f  reparation  ^oods  from  England,  France,  and  Italy.  I  mentioned 
he  goods  coming  from  those  countries,  because  of  the  loud  announc- 
ng  of  embargoes  by  them.  If  they  have  placed  such  strict  embar- 
goes, how  comes  it  that  they  have  so  many  German  soods  to  offer 
nt  lower  prices  even  than  thie  Germans  ?  They  not  omy  have  those 
dyes  to  use  on  their  own  textiles  which  cur  mills  must  humbly  beg 
for,  but  can  siell  us  their  surplus  besides  and  we  can't  get  what  we 
order  even  from  Germany,  because  the  makers  have  none  in  stock. 
It  shows  simply  that  they  have  bought  all  that  they  could  lay  their 
hands  on,  even  for  forward  delivery  from  the  Germans,  when  prices 
were  lower  and  are  now  cleaning  up,  and  we  are  paying  them  the 
profits,  as  usual. 

Senator  Simmons.  What  is  that  you  are  saying  ?  Are  you  charging^ 
some  of  the  dyestuff  manufacture^  of  tms  country  with  having 
bought  large  stocks  ? 

Mr.  Metz.  No  ;  the  British  people.  It  is  the  British  I  am  speak- 
ingof. 

oenator  Watson.  There  was  an  embargo  for  a  while  after  the  war,. 

and  they  lifted  it  ? 

Mr.  Mbtz.  They  lifted  it  and  put  it  back  to  protect  themselves. 

He  talked  about  the  increase  in  size  of  the  German  plants  and 

seemed  to  refute  my  statement  that  the  increases  were  for  other 

products  besides  colors  by  claiming  of  his  own  knowledge  the  greatlv 

fficreased  indanthrene  blue  plant  of  the  Badische.     Strang  that  with 

such  an  increased  plant  the  record  of  the  Tariff  Commission  of  1920 

shows,  on  page  44,  that  the  total  manufacture  of  indanthrene  blue 

G.  C.  D.  the  main  one,  was  only  93,646  pounds  for  the  year  1920^ 

and  only  7,487  pounds  for  the  first  quarter  of  1921.     It  bears  out 
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exactly  what  I  said  that  they  haven't  got  the  anthracind  and  o;i'- 
raw  materials  that  we  lack  here  for  on  page  46  the  same  report  m;- 

It  is  of  particular  interest  in  examining  the  output  of  the  different  cImmii  of  c  • 
according  to  application  that  the  protection  baseci  upon  the  abov«  monthly  n^»  -^ 
^owB  a  laige  output  of  add,  direct  and  sulphur  dyes,  and  indi^  paste  «iMi«a»  u.-^ 
is  a  small  production  of  vat  dyes,  indanthrene  blue  G.  G.  D.,  alizarine  and  alitor* 
colors  other  than  alizarine  red.  The  German  production  program  has  appamiti-  -- 
Suited  in  a  larger  output  of  those  dyes  made  in  America,  with  a  minimum  oatri'  ~ 
dyes  that  are  not  made  in  the  United  States  or  made  in  quantity  insofficieBt  id  =- 
domestic  needs. 

To  the  average  sane  business  man,  that  would  appear  to  det'  •- 
that  if  they  had  the  material  they  would  make  the  dyes  that  tr  -  • 
domestic  textile  industry  needed  or  that  they  could  sell  us  at  h;r 
prices;  because  we  are  begging  for  them,  instead  of  such  dynes  as  :r  - 
Know  can  not  be  sold  here  and  that  many  of  which  we  are  comp^tt- : 
with  them  in  the  export  market.  Surely  Germany  needs  the  nn  r 
and  would  be  glad  to  sell  anything  she  could  get  fancy  prices  for 

To  those  still  seeing  red,  however,  this  means  that  the  unspeaks*  - 
monster  is  putting  money  for  wages  and  materials  into  gooas.  p'-.-j 
them  up  and  waitmg  for  the  moment  to  come  to  give  them  awa>  /> 
to  make  Choate  and  his  friends  angry.     Full  line  forcing  was  ru  ■- 
tioned.     I  defy  anyone  to  prove  a  single  case  of  full  line  forr  ':: 
except  possibly  attempts  by  the  same  gentleman  to  whom  I  brf"* 
referred  as  Choate's  authonty  and  that  gentleman  is  not  a  Gfnna* 
and,  so  far  as  I  know,  doesn't  even  speak  German. 

Senator  Watson.  'Just  a  moment,  please.     This  is  quite  an  iirp  :- 
tant  point.     Do  you  mean  to  say  that  there  are  no  efforts  of  that  kir 
being  made  now? 

Mr.  Metz.  They  claim  that  the  Germans  did  this  full  line  ioTnr.z 
I  say  that  there  was  no  full  line  forcing  by  the  Germans,  and  I  ma^f 
that  statement  after  having  been  in  the  business  for  40  yeare. 

Senator  Watson.  In  other  words,  you  mean  that  nothing  of  tea* 
kind  has  been  attempted  ? 

ifr.  Metz.  Senator,  I  will  get  to  that  in  a  moment. 

Senator  Watson.  Very  well. 

Mr:  Metz.  The  4-year  contract  system  on  indigo  was  also  rai- 
ned out  by  the  same  gentleman,  and  I  am  quite  sure  was  tranafefT^' 
to  and  adopted  by  the  company  he  is  now  with  and  that  the  pn-* 
protection  clause  is  containcKi  in  this  contract  covering  the  periud  •. 
the  contract.  In  this  connection,  I  wish  to  say  that  these  peopi' 
have  contracts  covering  supplies  for  a  number  of  yeais. 

Senator  Watson.  To  whom  ar^  you  referring  now? 

Mr.  I^TZ.  The  Du  Pont  people. 

Senator  Watson.  To  the  Du  Pont  people? 

Mr.  Metz.  Yes;  they  are  perfectly  justified. 

Senator  Watson.  Have  the  other  American  companies^  too  f 

Mr.  Metz.  Yes.    They  had  it  when  they  started  up  in  businetf. 

Senator  Watson.  Is  the  four-year  contract  an  indirect  way  ^^i 
full-line  forcing  ? 

Mr.  Metz.  It  can  be  used  as  such,  Senator.  It  was  done  time  an^ 
time  again  in  the  past  and  it  is  done  to-day. 

Senator  Smoot.  It  was  done  20  years  ago  ? 

Mr.  Metz.  Yes;  it  was  done  20  years  ago. 

Senator  Watson.  It  was,  you  say? 

Mr.  Metz.  Yes. 
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It  is  not  true  tl^at  consumers  who  did  not  make  a  four-year  con- 
ract  could  not  get  the  indigo.  The  product  was  patented  here  and 
hose  who  owned  the  patent  could  make  terms  upon  which  it  was  to 
\e  sold«  The  consumers  who  had  no  contract  simply  did  not  enjoy 
[uantity  discounts  allowed  by  the  contractor,  but  could  get  all  they 
ranted.     I  know,  for  I,  too,  handled  indigo  under  the  patents. 

Senator  McCumbeb.  I  do  not  quite  understand  that  last  statement. 

Mr.  Metz.  Mr.  Choate  said  that  those  who  did  not  have  contracts 
;ould  not  ^et  the  goods. 

Senator  McCumbeb.  Is  that  correct  ? 

Mr.  Metz.  No;  that  is  not  true.  As  I  have  said  here,  the  product 
ras  patented  here  and  those  who  owned  the  patent  could  make  terms 
ipon  which  it  was  to  be  sold.  The  consumers  who  had  no  contract 
iunply  did  not  enjoy  quantity  discounts  allowed  by  the  contract,  but 
ould  get  all  they  wanted.  In  other  words,  the  contract  was  so  much 
or  so  much  and  so  much,  and  so  on,  bringing  the  price  down  pro- 
>ortionately,  according  to  (quantity. 

He  mentioned  imdervaluation.  I  defy  him  to  prove  by  the  custom- 
aouse  records  a  single  case  of  undervduation  by  any  of  the  laiger 
nanuf acturers  or  by  any  of  their  former  agents  in  this  country.  It  I 
remember  correctly,  some  charges  were  made  against  some  of  the 
smaller  importers,  and  there  are  many  of  them,  but  thev  were  on 
invoices  from  manufacturers  or  dealers  in  Switzerland  ana  Belgium. 
Bribing  of  dyers  is  mentioned,  and  imdqubtedly  in  some  cases  pres- 
ents and  even  fixed  commissions  were  paid  the  dyers,  just  as  in  prac- 
tically every  line  of  business  some  such  system  prevails.  These  are 
all  things  that  this  monstrous  combination  was  doing  in  this  country 
to  kill  the  business.  But  this  tipping  or  graft,  as  it  is  called,  was  not 
confined  to  dyestuflFs,  and  where  it  was  carried  on  it  was  done  by  the 
salesmen  of  the  various  concerns  regardless  of  whether  they  sold 
German,  Swiss,  English,  French,  or  American  goods.  Only  a  few 
days  ago  I  clipped  from  the  New  x  ork  Times  an  item  stating  that  the 
United  Indigo  &  Chemical  Co.,  a  British  corporation,  with  offices  in 
Boston,  had  Deen  ordered  to  refrain  from  certain  competitive  methods 
in  the  chemical  industry,  and  testimony  was  given  tnat  during  1916, 
1917,  and  1918  the  company  spent  for  entertainment  and  gratuities 
to  employees  of  its  customers  and  competitors'  customers  an  average 
of  from  $40,000  to  $50,000  a  year.  A  similar  order,  I  am  informed, 
was  issued  not  long  ago  to  Jonn  Campbell  cfe  Co.,  another,  firm,  with 
former  indigo  affiliations,  but  now  manufacturing  here  and  very  busy 
recently  in  sending  out  literature  in  favor  of  the  embargo. 

Those  are  all  matters  of  record  and  subject  to  proof. 

Senator  La  Foixbtte.  Is  this  [indicating]  the  clipping  to  which 
you  refer  ? 

Mr.  Metz.  Yes,  sir;  that  was  the  one  to  which  I  had  reference. 

Senator  La  Follette.  Let  that  remain  with  the  manuscript  and 
be  inserted  in  connection  with  it  at  thfe  place  to  which  it  is  referred. 

Mr.  Metz.  Very  well. 

I  recall  other  orders  to  cease  or  desist  issued  by  the  Federal  Trade 
Commission  against  other  dyestuffs  manufacturers  and  dealers,  and 
though  in  a  dragnet  fashion  notices  for  hea^rings  were  served  on  prac- 
tically all  the  better  known  firms  I  can  not  recall  that  any  of  the  firms 
dealing  especially  in  German  goods  were  foimd  guilty,  although 
undoubtedly  many  of  the  salesmen  who  formerly  sold  German  goods 
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are  with- virtuous  American  firms  selling  to  the  same  buyers  ther  s/r**: 
then. 

Mr.  Choate's  statement,  so  often  made,  that  only  one  textile  mar.  :■ 
facturer  escaped  because  he  was  wise  enough  to  re-mark  all  his  d..- 
chases  of  dyes  before  his  buyer  2ot  them,  is  absolutely  false,  ridictiKfi* 
and  a  slander  on  nine-tenths  of  the  huyers  in  the  United  States,  ir  • 
a  reflection  upon  the  common  sense  and  busmess  ability  of  eTerr  C}  ■ 
user  in  the  country. 

His  statement  that  no  one  knows  what  the  German  plants  ape  doinz 
is  nonsense,  because  four  of  the  largest  are  in  the  occupied  zone  vjnir: 
constant  allied  supervision  whenever  supervision  is  desicable,  and  <^; 
two  are  in  unoccupied  Germany.  That  statement  appears  in  ti- 
itecord.    He  mentioned  the  firms  that  are  very  small. 

Senator  La  Follette.  That  is,  four  out  of  six  1 

Mr.  Metz.  Yes;  four  out  of  the  Big  Six  in  the  occupied  w»e  cri 
only  two  in  the  unoccupied  zone.  They  are  the  small  ones  at  Frscf- 
fort  and  Berlin. 

These  statements,  together  with  his  brief,  which  is  a  mere  repetith  r. 
of  his  previous  effusions,  are  generally  distributed  to  the  poUic  hj 
mail  and  through  the  well  organized  and  expensive  press  bureau,  sn*: 
ought  to  be  labeled  ''Pro  bunco  publico,"  because  thejr  do  not  f»-« . 
anybody  else,  and  the  public  is  aoout  ready  to  call  a  nait  on  heaz 
fooled. 

Mr.  Stone  called  your  attention  to  his  suit  that  he  wore,  dyed  with 
American  dyes.  No  one  who  knows  will  dispute  that  what  we  makf 
here,  dye  for  dye,  is  usually  as  good  as  the  same  dve  that  is  made  x 
Germany,  but  we  do  not  make  some  of  the  dyes  tne  pnblic  want&  ~ 
the  f  abnc. 

Is  Mr.  Bennett  in  the  room  ? 

A  Voice.  Yes. 

Mr.'  Metz.  Mr.  Bennett  showed  me  a  nice  blue  suit  last  week,  sc^ 

?^ou  can  see  that  it  is  a  good*looking  suit.  It  was  xaltier  warn  hm 
ast  week,  however,  and  Mr.  Bennett  perspired,  so  that  the  resolt  » 
seen  in  this  shirt  of  his  which  I  borrowed  from  him.  Although  it  hts 
been  laundered,  the  color  is  fast  where  it  should  not  be  and  rons  vterr 
it  ought  to  stay.  The  trouble  with  that  dye  is  that  it  is  inqwrfecilj 
made,  or  else  is  not  fitted  lor  people  who  perspire.  I  think  that  a  » 
my  dye,  as  a  matter  of  fact,  but  1  am  not  absolutelv  sure. 

Senator  Watson.  You  mean  it  is  one  you  made  f 

Mr.  Metz.  It  is  one  that  I  made,  or  one  that  I  am  making. 

Senator  Watson.  One  you  ma^de  ? 

Mr.  Metz.  I  am  not  qmte  siire. 

Senator  Watson.  Can  you  make  that  so  that  it  will  be  as  fsst  ^ 
the  German  dyes  ? 

Mr.  Metz.  For  this  kind  I  can.  That  is  one  of  the  detaik  - 
dyeing — ^leaving  this  [indicating]  white  white.  I  will  come  to  lb*- 
in  a  moment.  The  trouble  with  that  is  that  that  dye  is  imperfec:!^ 
made,  or  else  it  is  not  fitted  for  people  who  perspire.  It  Drobftbi; 
contains  a  by-product  which  was  formed  in  the  brocess  of  maknc 
and  was  not  washed  out  thoroughly,  so  it  is  not  fixed  in  the  fiber  x 
the  dyeing  process,  and  therefore  it  dissolves  out  in  the  perspirat.-  % 
The  public  is  beginning  to  send  these  g^oods  back  to  the  dotb  u 
stores  and  the  muls  are  getting  claims.  During  the  war  everytlui:^ 
went.    There  were  no  seconds,  but  the  public  is  now  Ix^inniro: 
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>  get  restless.  In  the  New  York  Tknas  last  Friday  I  found  a  story 
}  the  effect  that  the  United  Waist  Workers  of  America  had 
lised  the  question  of  the  fastness  of  American  d^es.  The  ladies 
[>parently  are  also  beginning  to  perspire  and  get  restive  overrunning 
id  fading  colors.  As  I  said  a  moment  ago,  during  the  war  everything 
ent.     Tnere  were  no  seconds  at  all  but  now  the  public  is  begmning 

>  notice  things  and  the  reaction  will  set  in  if  it  is  made  impossible 
r  even  hard  for  mills  to  get  the  colors  they  need.  People  do  not 
ke  to  buy  imported  clothes,  and  it  will  not  be  long  before  the  fast 
3lors  do  come  in  on  cloth  instead  of  in  barrels. 

The  above  clipping  also  refers  to  the  Grerman  plants  making  alcohol 
rom  carbide.  I  mentioned  that  the  other  day. 
Mr.  Waters  showed  you  exposure  tests  showing  better  results 
rith  American  than  with  imported  vat  dyes  and  stated  that  they 
rere  exposed  the  same  number  of  hours.  I  asked  him  if  one  set  had 
»een  exposed  from  6  a.  m.  to  6  p.  m.  and  the  other  from  6.  p.  m.  to 
»  a.  m.  The  hours  would  be  the  same  but  the  result  would  not. 
fou  have  the  sun  in  one  instance  and  you  have  no  sun  in  the  other, 
fou  can  flimflam  any  way  you  want  to  on  the  hours.  I  could 
lardly  explain  his  test  in  aiy  other  way. 

The  mill  man  is  handicapped  by  the  lack  of  knowledge  on  the 
)art  of  the  seller  as  to  what  his  colors  Will  stand.  The  mill  buys 
colors  but  dyes  shades.  You  hear  about  colors  all  the  time.  I  am 
^oing  to  iUustrate  that  to  you  just  for  a  moment.  Col<H«  are  one 
thing  and  shades  are  another. 

These  cards  that  I  have  here  contain  colors.  I  make  125  of  them  at 
my  two  plants.  •  These  [indicating]  are  the  basic  colors.  This  is 
cotton  and  wool;  this  is  cotton  and  sulphur.  This  card  here  contains 
shades.  That  is  what  the  mill  wants.  I  shall  come  to  these  now. 
This  card  shows  ladies'  dress  goods. 

Senator  Watson.  You  make  these  ? 

Mr.  Metz.  I  make  these.  These  shades  here  are  dyed  in  the  laborar< 
tory;  they  are  a  combination  of  colors.  That  is  a  German  color 
there  [inmcating].    I  will  get  down  to  these  in  a  moment. 

Senator  Watson.  Are  these  German  or  American  made? 

Mr.  MxTz.  Those  are  German^ 

Senator  LaFollbtte.  Can  you  effect  those  shades  at  your  factory  ? 

Mr.  Mjstz.  Yes:  I  can  effect  them,  but  I  can  not  guarantee  them. 
In  other  words,  I  can  not  say  that  every  color  Wiu  stand.  When 
there  are  three  or  four  imd  one  does  not  stand  the  same  as  the  other 
three,  the  shade  is  gone. 

Senator  Watson.  Do  the  Germans  guarantee  them  ? 

Mr.  Metz.  They  do  not  have  to  guarantee  them. 

Senator  Watson.  Can  they  guarantee  them? 

Mr.  MsTZ.  Yes,  and  we  could,  if  we  made  the  same  things.  They 
have  got  a  good  full  line.     It  is  the  mill  I  am  talking  about  now. 

Senator  \Vat80N.  We  have  not  got  a  full  line,  and,  therefore, 
can  not  make  those  shades.  So  the  query  is :  How  are  we  going  to 
get  a  full  line  ? 

Mr.  Metz.  We  can  make  any  shade  we  want.  We  do  not  have 
to  get  those  particular  shades.  Let  the  ladies  who  are  so  fastidious 
go  without  some  of  the  shades.  What  I  mean  is  this,  that  they  are 
iiot  taking  colors.     The  mill  man  wants  the  shades  and  he  must  get 
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dolors  to  xtitak^  sKftdi^/   Theed  ^dlors  mtist  be  of  the  same  nalur- 
For  a  long  tune,  I  mBy  say,  we  had  no  blue. 

Senator  MoLeAn:  Where  are  the  shades  made  ? 
:  Mr.  Mbtz.  In  thd  dye  house,    lliese  [indicating]  are  combinatiot:* 
Individual  colors  maKe  these  shades.     Each  of  tnese  shades  is  r^cr- 
posed  of  three  colors.    For  instance,  12  Ounces  of  that,  8  oanr<»  '' 
that,  1  pound  of  that,  and  4  ounces  of  this  make  that. 

Senator  Watson.  Can  we  make  all  of  those  in  America? 

Mr.  Metz.  We  can  make  them  in  America,  but  we  did  not  h«r 
those  blues. 

Senator  Watson.  Have  we  got  them  now? 

Mr.  Metz.  Yes;  we  have.  We  use  indigotines.  Here  is  indigtvtin- 
that  can  be  used.  The  dyer  can  match  that  shade  exactly.  Tl- 
difficultv  is  that  the  moment  the  dyer  ^ets  those  goods  in  ^r 
artificial  light  he  has  no  shade;  that  is  his  aifficulty.  They  can  w  *. 
use  this  with  suacess.  They  can  use  it,  but  whenever  they  do.  tbrj 
get  a  blue  effect  at  night  and  perhaps  a  green  one  during  the  d^j 
One  of  these  wiU  stand  on  piece  dyes;  some  will  be  level,  and  otiv^ 
will  not  dye  level. 

The  mill  does  this  work.  Now,  this  is  an  important  point.  Her»^ 
you  have  some  colors  dyed  in  the  piece,  leaving  the  silk  white.  Her- 
IS  a  piece  of  white  silk  with  a  fancy  thread  woven  into  the  good* 
It  is  possible  for  the  mill  to  go  on  making  up  these  at  full  capantT 
but  tne^  may  get  orders  for  this,  that,  or  the  other  shade.  That  .-> 
the  dimculty.  They  can  do  it  for  a  long  time  instead  of  makmj 
it  serparately  each  time. 

These  are  about  the  only  ones  we  have.  I  make  these  [indicatinr 
for  men's  goods. 

Senator  Watson.  If  we  have  not  got  them  yet  but  can  make  thna 
under  what  conditions  is  it  possible  for  us  to  do  it ! 

Mr.  Metz.  We  have  to  go  on  working  with  protection.  That  wiL 
do  it.  If  you  do  not  have  protection,  these  other  goods  wiU  rom^ 
from  the  other  countries,  because  they  can  make  tiiem  cheaper  thu. 
here  by  far;  and  you  are  going  to  kill  the  industry  for  the  fellows  vh*> 
have  made  a  lot  of  money  already. 

Senator  McLean.  If  tney  are  protected  here  then  you  can  mak" 
them  in  this  country  ? 

Mr.  Metz.  Yes;  but  keep  the  duty  high  enough.  The  cost  is  m : 
going  to  amotmt  to  a  great  deal  on  a  piece  of  soods.  Lei  ua  ha^f 
those  dyes.  Do  not  make  us  go  through  a  wh<He  lot  of  red  tape  ?• 
that  by  the  time  we  cet  under  way  the  season  is  gone.  We  do  w ' 
make  the  goods  by  tne  piece.  We  make  a  sample.  It  contain^  a 
certain  color.  Those  goods  go  into  the  market.  They  are  opfoe** 
up  and  orders  are  taken,  lou  can  not  get  six  months'  sappij 
ahead.  For  instance,  we  may  make  20,000  pounds  of  certain  lio^  •  ■ 
goods,  by  the  time  the  season  is  open  the  goods  are  ready  for  thr 
market.  Ten  thousand  pounds  are  delivered  and  the  other  10.0(^ 
remain  on  our  hands.  I  am  loaded  down  with  goods  now.  I  as 
selling  them  off  to  people  who  want  to  buy  a  few  pounds  now  ano 
then. 

Take  the  Pacific  mills.  As  I  understand  it.  they  have  object^  •^> 
an  embargo.  They  came  to  me  and  said,  '^  Ii  we  can  run  our  9nm*z 
out,  we  can  use  your  product  in  our  goods,  but  we  have  to  have  epoojT- 
for  the  season.  The  result  was  that  they  cut  them  out  of  their  pit- 
terns.     However,  people  will  buy  them  somewhere. 
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I  iv^ant  to  illustrate  the  difference  between  colors  and  shades. 
!V)lor8  mean  nothing.  The  dyer  has  to  know  whether  it  will  stand 
rhite.  The  man  wno  does  know  wiU  continue  to  do  a  good  business, 
rhat  is  why  some  are  stiU  in  business  despite  all  this  trouble. 

Senator*  Simmons.  This  embai^o  proposition  now  pending  before 
he  committee  is  to  take  care  of  such  dyestuffs  as  are  produced  in 
:his  country  in  sufficient  quantities*  and  sold  at  reasonable  prices,  I 
:)elieve  ? 
Mr.  Mbtz.  Yes. 

Senator  Simmons.  You  say  that  when  the  industry  is  established 
bere  and  we  learn  how  to  make  dyestuffs  you  will  be  able  to  go  idong 
vdth  a  reasonable  duty  ? 

Mr.  Metz.  Yes,  sir.  « 

Senator  Simmons.  Upon  your  product.  That  is  what  I  imderstood 
you  to  say? 

Mr.  Metz.  Yes. 

Senator  SnncoNS.  What  per  cent  of  the  dyestuffs  produced  in  this 
countrv  would  come  within  that  catagory  ? 

Mr.  Metz.  Not  10  per  cent  of  the  dyestuffs  used  throughout  the 
world. 

Senator  Simmons.  I  mean  what  percentage  of  dyestuffs  produced 
in  this  coimtry  now  could  we  sufficiently  establish  to  enable  the 
manufacturer  to  get  along  with  a  reasonable  protective  tariff  ? 

Mr.  Metz.  I  should  say  75  per  cent  of  what  we  are  now  makings 
and  that  would  constitute  about  80  per  cent  of  what  is  used 

Senator  Simmons.  Then  what  is  the  necessity  of  putting  an  em- 
bai^o  upon  75  per  cent  in  order  to  take  care  of  25  per  cent ) 

Mr.  l^BTZ  (continuing).  And  be  able  to  keep  up  the  price. 

Senator  Simmons.  If  there  are  any  dyestuns  that  we  do  not  make 
and  we  do  not  know  how  to  make,  that  require  an  embargo,  from  the 
standpoint  of  anybody,  in  your  jud&ment  it  would  then  pe  sufficient 
to  emoargo  those  particular  dyestuffs  instead  of  embargoing,  not  only 
them,  but  all  the  other  dyestuffs  as  well  i 

Mr.  Metz.  If  you  do  embargo  those  particular  dyestuffs,  then  the 
mills  can  not  get  the  goods  they  need. 

Senator  Smoot.  Embargo  them  with  a  rate  of  duty  i 

Mr.  Metz.  Yes. 

Senator  Simmons.  That  is  what  I  am  saving.  If  it  is  absolutely 
necessary  to  embargo  at  all,  why  extend  that  to  dyestuffs  that  we 
produce  instead  of  only  to  those  few  that  we  have  not  learned  how  to 
make?  • 

Mr.  Metz.  If  you  put  the  rate  high  enough,  it  will  take  care  of  it. 

Senator  Watson.  Senator  Simmons,  you  and  I  were  on  the  com- 
mittee that  investigated  that  whole  thing.  If  you  come  to  write  an 
embargo  on  these  particular  colors  not  manufactured  in  the  United 
States,  how  are  you  going  to  word  it  or  how  are  you  going  to  desig- 
nate it  ?  • 

Senator  Simmons.  I  am  not  now  ready  to  do  it. 

Senator  Smoot.  It  can  be  done  all  right. 

Mr.  Metz.  You  do  not  want  to  embargo  those  dyestuffs.  You 
want  to  make  the  duty  high  enough,  but  do  not  keep  them  out 
altogether. 

Senator  Simmons.  You  do  not  want  to  embargo  those  things  tiiat 
are  not  produced  in  this  countty  at  all  and  you  do  not  want  to  embargo 
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those  things  that  are  produced  in  this  country  in  sufficient  qaMitit>- 
to  need,  according  to  Mr.  Metz,  only  a  reasonable  duty;  but  yvio  vai 
to  embai^o  those  in  between  those  two  extremes. 

Mr.  Metz.  Have  a  high  duty.     That  is  the  idea. 

Senator  Smoot.  Have  a  high  duty  so  that  they  can  mmnutactL* 
in  this  cotmtry.  I  do  not  care  how  high-  it  is,  but  give  them  a  (!«' 
so  that  they  will  have  a  chance; 

Mr.  Metz.  Reverting  to  the  question  of  color  combinations 
only  one  of  the  combination  the  dyer  makes  is  not  equal  to  the  r^* 
in  fastness  to  light,  washing,  alkali,  or  acid,  his  shade  is  gone  **  - 
moment  the  wearer  of  the  dyed  goods  submits  them  to  aaj  of  u 
above  tests,  and  I  am  sure  the  experience  in  the  familv  of  ereffy^c- 
of  us  has  given  examples  of  hosiery  and  other  articles  of  appk.- 
going  to  the  laundry  blue  or  brown  and  coming  back  green  or  pmj*- 
or  some  other  shade.    One  of  the  colors  used  for  shading  gavp  ou: 
that  was  all. 

We  were  told  about  Congo  red.  The  report  says  they  nu^ 
1,502,630  pounds  in  1920.  valued  at  $1,296,529;  that  the  averagf  Dr> 
was  86  cents,  and  that  tne  Cincinnati  Chemical  Works,  Crolon  O  * 
&  Chemical  Co.,  National  Aniline  &  Chemical  Co.,  Newport  Chcmict 
Works,  and  National  Chemical  Works,  were  ^e  makers.  (W^* 
red  is  a  color  that  is  used  for  dyeing  bright  reds  on  cotton,  and  heti-: 
the  war  it  was  used  to  a  very  small  extent  only.  I  had  a  aamplr  • 
it,  and  a  bit  of  lemonade  or  vinegar  will  make  it  turn  so  quki. 
that  you  can  not  use  it. 

Senator  Watson.  Who  made  that  ? 

Mr.  Metz.  Eleven  plants  in  the  United  States. 

Congo  red  is  not  fast  to  light,  it  will  not  stand  washin^»  and  tor « 
black  by  the  slightest  contact  with  any  kind  of  acid.     It  is  made  fr^r 
benzidine,  which  was  available  when  tolidine,  made  from  u4ii' 
was  not.    Benza  purpurine  is  made  from  tolidine,  and  had  pracuca^ 
displaced  Congo  red  entirely  and  was  in  turn  largely  replaced  it6eif  i 
the  benzo  vast  scarlets  wiiich  were  faster  to  acid  and  li^t  tiu' 
benzo  purpurine.    Of  benzo  purpurine  we  made  617,629  pomx* 
valued  at  S904,060,  average  price  S1.46  per  pound,  at  11  pUc- 
To-Kiay  the  prices  are  about  70  cents  for  Congo  and  SI  for  bcnso  p---' 
purine  4  B,  and  it  is  only  a  question  of  time  when  the  Congo  red  « 
De  driven  out  entirely,  not  by  German  competition,  but  becaitf^  *- 
people  here  will  not  stand  for  it,  and  the  fact  that  90  per  cent  or  mc 
of  all  we  make  goes  mainly  to  India  shows  that  while  we  are  making 
we  can  compete  with  other  coim tries  who  know  at  least  as  much  abi<^- 
making  this  simple  product  as  we  do.    The  plants  making  Congv*  ^' 
all  use  their  entire  apparatus  which  consists  of  tanks,  filter  prvi^^ 
and  dryers  and  ^naers  mostly,  to  make  dozens  of  other  cofois.  f  ' 
which  the  maionty  of  them  will  have  to  buy  their  intermediat««.  '1 
same  as  they  buy  benzidine  now,  and  they  will  continue  in  biL<ui^* 
only  if  the  big  fellows  who  make  those  intermediates  continue  u>  sr 
it  profitable  to  sell  them  and  need  them  to  help  out  in  the  abacirsiJ 
export  demand  that  has  so  far  existed  for  these  colors  for  exp^  r* 
Some  of  these  larger  manufacturers,  like  the  National  and  Nevp" 
concerns,  have  established  selling  organizations  of  their  own  ui  '-* 
Far  East,  and  if  they  intend,  and  apparently  do,  to  compete  in  ti  f 
markets  with  Germany  and  Switzerland,  wny  can't  tbev  get  il«-?- 
here  without  any  duty,  unless  thay  intend  to  indulge  in  toat  heiDv.* 
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of  du2ii{>ing,  which  seems  to  be  a  crime  onlr  if  the  other  fellow 
Ices  it  to  vou,  and  not  when  you  do  it  to  him.  Tnere  are  other  colors 
tat  -win  be  replaced  by  better  ones  i^ht  along.  They  have  estab- 
ishraents  selling  goods  in  China  and  Japan  in  competition  with  the 
•eat  of  the  world. 

Senator  McLean.  We  have  gotten  thus  fax  because  of  the  sub- 
itantial  embargo  resulting,  from  the  war. 

Mr.  MJETZ.  Yes;  I  grant  that.  We  have  had  about  seven  years  of 
^at. 

Senator  McLean.  It  is  claimed  that  these  are  independent  and 
iinrelated  and  the  prices  differ,  so  that  unless  we  protect  ourselves 
igainst  all  of  them  the  processes  will  become  stagnant. 

Mr.  MsTZ.  I  say  that  that  is  all  right;  from  apractical  standpoint 
I  kno^w  it,  because  I  have  two  plants  myself.  That  is  true  to  a  lim- 
ited extent  only.  Senator. 

Senator  McLban^^  I  think  you  realize  that  competition  is  going  to 
be  fierce. 

Mr.  Metz.  Yes;  it  is  fierce  now.    It  has  brousht  it  down  already. 

Senator  MqLban.  And  it  is  going  to  be  fiercer? 

Mr-  Metz.  Yes. 

Senator  McLean.  So  that  unless  we  lower  the  wa^e  standard  to 
that  of  our  competitors,  we  have  got  to  reduce  the  cost  of  manufacture. 

Mr.  lifoxz.  Yea.     We  will  get  tlie  labor.     I  have  the  figures. 

Senator  McLean.  For  that  reason,  it  seems  to  me,  that  unless  we 
stimulate  in  every  way  possible  private  capital  and  retain  in  employ- 
ment the  hiffhest  talent  m  chenucal  activities,  we  are  taking  a  chance 
that  we  ou^t  not  to  take. 

Mr.  Mbtz.  Then  ^ve  us  the  highest  duty  tHat  you  want  to  put  on 
it,  but  if  you  are  going  to  compete  with  Germany,  why  do  you  need 

it?  .  '  . 

Senator  McLban.  You  suggested  in  your  opening  remarks  that 
while  jou  objected'  to  a>  license  system,  it  coula  be  put  in  the  hands 
of  the  Tariff'  Commission* 

Mr.  Mbts^  No;  I  said  in  the  lieginning  that  Thad  stated  before  the 
hearing  two  yeara  ago  that  if  they  were  going,  to  have  a  license  system 
that  then  I  would  prefer  it  to  be  put  in  the  nands  of  the  Tariff  Com- 
mission; that  is  what  I  said. 

Senator  McIjBANv  If  that  is  true  then,  and  if  it  is  your  opinion  that 
this  license  system  were  put  in  the  hands  of  the  Tariff  Commission^ 
then  is  not  the  difileulty  one  of  administration  of  the  embargo  rather 
than  in  the  idea  of  an  embargo  ? 

Mr.  Mbt2.  I  do  not  want  any  licensing.  I  said  if  thev  were  going 
to  have  it,  then  that  I  would  prefer  to  put  it  in  the  hands  of  the 
Tariff  Commission* 

Senator  McLean.  Then  you  want  the  American  valuation  with 
suffici^it  duty,  which  you  think  will  just  aa  thoroughly  protect  the 
industry  as^  tne  ^nbarso  ? 

Mr.  METS&.  Absolutely;  and  not  handicap  the  mills. 

Senator  Shoot.  And  80  per  cent,  I  want  to  sa^^,  will  not  be  an 
exceedingly  hi^  rate  of  protection,  but  the  other  20  per  cent  would 
be,  in  my  opimon. 

Senator  Watson*  It  would  be  exceedingly  high  without  the 
American  valuation. 

Senator  Smoot.  I  say,  with  the  American  valuation. 
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Mr.  Metz.  That  would  be  prohibitive  to  practically  nine-ten th« 
it,  because  it  would  give  a  chance  for  them  to  get  what  they  want-^ 
if  they  are  willing  to  pay  for  it. 

Senator  Smoot.  I  say  as  between  the  American  yaluatkm  *- 
foreign  valuation. 

Mr.  Metz.  It  amouhts  to  the  same  thing. 

Senator  McLean.  So  they  can  be  enabled  to  get  what  they  p^- 
for  and  have  no  embargo. 

Mr.  Metz.  They  can  not  get  it. 

Senator  McLean.  That  may  have  been  the  case. 

Mr.  Metz.  That  is  the  case.  Do  not  let  them  teW  you  it  is  a:" 
different;  it  is  the  case. 

Senator  Dillingham.  The  Senator  wants  to  put  a  question. 

Mr.  Metz.  I  beg  your  pardon.     I  do  not  want  to  interrupt. 

Senator  McLean.  I  do  not  know  that  I  care  to  continue  it.  Tbfr- 
is  a  wide  difference  of  opinion.  You  are  an  expert  and  are  no  doo'** 
an  honest  and  patriotic  man.  But  there  are  others  who  are  equal:  t 
patriotic  and  honest  who  diffel*  with  vou. 

Mr.  Metz.  I  think  so.  But  they  do  not  know  -as  well  as  I  do  iLi; 
part  of  the  business. 

Senator  McLean.  You  assume  that.  It  may  be  true  and  it  nu; 
not.     It  is  a  pretty  vital  assumption. 

Mr.  Metz.  I  base  it  on  my  experience  and  knowledge  of  the  bo:^- 
ness. 

Senator  McLean.  And  vour  suggestion  is  that  if  the  administratis 
of  this  embargo  were  referred  to  the  Tariff  Commission  that  it* 
difficulty  might  be  avoided;  that  is  the  practical  difficulty  tiiat  is  ik>v 
sustained  and  experienced  by  manufacturers  might  be  avoided,  ac ' 
we  would  take  no  chance. 

Mr.  Metz.  That  does  not  quite  cover  it.  I  referred  to  my  t<^^^ 
mony,  because  it  had  been  quoted.  I  appeared  before  the  Ways  »d«: 
Means  Committee  without  notice.  I  was  in  the  room,  and  Oon^rp^ 
man  Fordney  said,  '*Mr.  Metz,  we  would  like  to  hear  from  you  on  tb* 
thing."  This  license  had  not  appeared  in  the  bill;  it  was  not  in  tN 
bill  then  being  considered.  Mr.  Choate  gave  me  a  copy  of  the  bill  ar-f 
said,  "  What  do  you  think  of  this  ?  "  And  Mr.  Fordney  said,  **  Do  p*'- 
thlnk  we  can  compete  without  a  license  ? "  I  said,  **  I  do  not  knov:  i*. 
is  a  new  proposition.  But  at  any  rate,  if  you  are  going  to  har^  i 
license" 

Senator  McLean  (Interposing).  That  is  just  the  trouble:  it  i*  ' 
brand  new  proposition. 

Mr.  Metz.  Ii  you  will  take  my  viewpoint,  if  vou  are  rows  to  hs'' 
it,  do  not  have  the  commission  suggested  in  this  bill,  out  nare  \l* 
Tariff  Commission  or  some  other  governmental  body. 

Senator  McLean.  Other  nations  who  have  been  situated  preci^.' 
as  we  have  been  driven  to  the  embargo,  and  that  appeals  to  me. 

Mr.  Metz.  In  spite  of  being  driven  to  it,  they  are  selling  their  pooii- 
German  goods  have  been  goin^  to  France  in  spite  of  the  emoar;! 
An  English  concern^  with  a  mill  in  the  United  States  for  whom  wi»  h*.  ■ 
matched  a  certain  color — we  shipped  from  this  side  some  of  tr- 
colors  for  him  to  use  in  France,  and  we  gave  him  the  names  of  ti- 
German  colors  he  could  use,  and  the  German  colors  were  shipped  :•• 
him  without  any  question. 
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Senator  Watson.  Mr.  Metz,  did  you  not  say  to  me  that  the  goods 
ie  Knglish  were  now  selling  went  into  England  while  the  embargo- 
a3  lif  ^d,  when  they  bought  large  quantities  of  German  dyes  ? 
5flr.  Metz.  They  had  two  years  supply  of  Qerman  dyes. 
Senator  Watson.  And  they  are  selling  those  to  us  and  not  those 
lat  are  being  made  in  Germany? 

Mr.  Metz.  No,  those  they  have  had;  and  the  French  reparation 
>ods  and  the  Italian  reparation  goods  are  being  offered,  and  they 
&t  them  under  the  treaty  the  same  as  we  do.  1  will  give  you  the 
gnres  on  that,  if  you  desire  them,  shortly.  But  I  would  like  to  get 
irough  with  this  thing. 

Speaking  of  colors  to  oe  replaced,  take  wool  greens,  which  we  made 
12,000  potmds,  worth  $1,060,269,  or  an  average  of  $4.99  per  pound, 
1  six  plants  in  1920.  The  prewar  price  was  aoout  65  cents  and  the 
se  comparatively  limited.  We  started  to  make  it  here.  It  at  once* 
^placed  indigotine,  the  sulphonated  indigo  used  for  acid  dyeing  on 
7ool  and  imsatisf  actory  in  many  ways,  but  it  was  all  we  had,  as  natu- 
al  indigo  became  available  when  the  synthetic  product  in  other  blue 
[yes  could  not  be  had. 

When  the  synthetic  indigo  stopped  coming  in,  we  used  the  old 
adigo. 

To-day  wool  greens  is  being  hawked  around  the  market  at  about 
;2  a  poimd  ana  nobody  wants  it,  since  patent  blue,  which  dyes> 
evel  and  is  more  desirable  in  every  way,  has  been  coming  in  on 
icenses  from  Germany. 

Why  dhould  they  be  compelled  to  use  this  [indicating]  sample  on 
'he  committee  table,  when  this  [indicating]  can  do  the  work  which, 
this  will  not  do?  It  is  not  just  as  good.  Here  is  a  brown.  One 
turns  purple  and  the  other  turns  gray  under  the  purple  light.  These 
ire  the  tm-ee  blues.  The  price  for  the  German  product  at  present  is. 
about  S3  to  $3.50  a  pound.  Recently  licenses  have  been  denied  because 
the  National  has  brought  out  what  seems  to  be  a  satisfactory  product 
at  about  $4.50  per  pound.  This  is  the  point:  It  stands  fully  and  doea 
not  bleed:  that  is  an  essential  proposition.  These  other  ones  will  not 
do  it.     Tney  turn  it  blue. 

This  will  not  answer,  where  this  one  answers,  and  they  are  pfac*- 
tically  the  same.  This  [indicating]  will  not  answer,  and  that  will  not 
answer. 

Senator  Watson.  Which  are  we  making  in  this  country  ? 

Mr.  Metz.  We  are  making  both  in  this  country,  having  just  begun,, 
and  we  will  make  more  of  it.  I  am  the  only  importer  ol  this  stuflF, 
Mid  I  am  willing  to  stop  if  we  can  make  it  here. 

Senator  Watson.  You  say  you  are  the  only  importer  ? 

Mr.  Metz.  Practically — I  am  not  the  only  one,  oecause  the  textile 
people  can  bring  the  same  goods  in  under  the  reparation.  There  are 
two  essential  shades,  patent  V  used  as  an  acid  dye  on  ladies'  dress 
goods  because  it  dyes  level  and  patent  blue  A  which  is  used  for  wool 
stock  dying  and  shading  alizarine  and  other  blues  because  it  stands 
pulling  ana  soaping,  although  it  does  not  dye  level.  I  have  got  dye- 
ings here  showmg  the  imported  and  domestic  products.  I  tried  to 
make  patent  blue  here  and  did  turn  out  several  lots  in  a  small  way, 
but  I  think  they  cost  me  at  least  $12  to  $15  a  pound,  and  I  quit,, 
when  I  considered  the  prewar  price  was  less  than  $1,  duty  included 

When  I  started  to  make  it,  I  had  to  stop. 
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For  a  time  those  who  had  patent  blue  in  stock  from  prewar  delivtr  • 
'  got  as  high  as  $25  a  pound  for  it  from  mills  that  had  to  haye  it  t-*  i 
up  orders  for  goods  m  which  it  was  used.     Sulphur  black  is  ancu. . 
color  that  will  be  replaced  for  many  piuposes.     When  the  war  cat 
everybody  went  onto  logwood  black,  which  our  forefathers  uaeii : 
everythii]^  but  which  is  used  now  only  to  a  comparatirely  ?«l*. 
extent.     As  soon  as  sulphur  blacks  appeared  loewood  receded,  j. 
now  with  direct  blacks  coming  in  ana  getting  cneaper  they  will : 
place  sulphur  blacks  for  many  purposes,  chieny  for  yam  and  ho^>r 
and  short-cotton  dyeing.     Sulphur  blacks  of  excellent  quality  is  J'%  ■ 
to  the  prewar  price  of  18  to  20  cents,  four  or  five  plants  here  lleing  •  • 
capable  of  making  all  the  country  can  possibly  consume.    Ti 
don't  need  a  tariff  or  embargo  against  Europe,  but  against  themsrl^  ^ 
They  can't  possibly  go  on.     The  only  profit  left  in  sulphur  black  >  - 
intermediate  used  m  making  it,  and  that  is  getting  down  pretty  c.  ^ 
too. 

Senator  McLean.  You  say  that  product  has  got  so  cheap  th*Y-  - 
no  money  in  it  now  ? 

Mr.  Metz.  Yes. 

Senator  McLean.  Made  in  this  country? 

Mr.  Metz.  Yes. 

Senator  McLean.  That  does  not  argue  there  is  any  vicious  m^ic-  - 
oly  controlling  that  color  ? 

Mr.  Metz.  No;  there  is  Hot  any  monopoly  to-day.  But  the  malr^ 
intermediates;  there  are  only  one  or  two  or  three  making  intennedj^:  - 
to  make  black 


Senator  McLean  (interposing) .  I  thought  you  were  spe 
monopoly,  and  I  thought  perhaps  you  referred  to  the  American  I>t- 
Listitute. 

Mr.  Metz.  No,  no.     There  is  no  such  thing  to-day.    Ther**  ; 
room  for  everybody  to  make  monej^  and  not  have  a  monopolv 
am^  speaking  of  these  colors  being  driven  away.    t>irect  black  w:. 
is  driving  it  out  was  made  here  last  year  in  tlie  quantity  of  9,000" 
pounds,  and  it  is  safe  to  say  it  was  exported  all  over  the  W'C  . 
mcluding  Germany.     The    prewar    price  was   17  cents,  until  '- 
combination  was  made  with  the  German  makers  and  the  Nau<' 
after  the  Payne-Aldrich  tariflf  was  passed  and  the  price  went  x*-  •'' 
cents.     Owing  to  the  fact  that  two  British  makers  did  not  go  j  : 
the  combine,  the  suit  brought  under  the  Sherman  Act  in  1913  ciunl*' 
was  abandoned  aad  the  price  went  back  to  about  20  cents.    To^i> 
it  is  being  sold  here  as  low  as  60  cents  and  there  is  strong  compotu 
between  the  four  or  five  nations,  some  of  whom  don't  make  an/ 
their  own  intermediates.     It  is  safe  to  sav  it  will  go  stiU  lower,  ^ 
when  it  gets  to  45  ce^ts  replace  sulphur  black  at  20  cents  for  nu' 
purposes,  because  it  leaves  goods  with  a  softer  feel,  there  is  '• 
danger  of  rotting,  which  is  tne   case  with  improperly  dried  dy ' 
sulphur  blacks. 

1  am  showing  how  one  color  will  replace  the  other  when  it  be<"i»ai"' 
available.  So  the  colors  used  are  not  the  coloRi  people  will  *- 
eventually.  They  want  something  better,  and  they  are  getting  :*•  - 
the  time. 

Senator  McLean.  The  colors  you  will  need  depends  on  whit  .u- 

have  got  ? 
Mr.  Metz.  The  colors  we  have  got  may  be  good  enou^ 
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Senator  McLeax.  But  the  competition  in  the  colors  you  have  is  so 

ierce  from  Germany 

Mr.  Metz  (interposing).  Not  from  Germany.  The  Germans  do 
tot  touch  it  at  all.  Competition  right  here  has  developed  these 
hings.  I  am  trying  to  get  at  the  point  where  they  say  we  are  being 
Lri ven  out.  We  are  being  driven  out  by  natural  forces.  Plants  were 
>iiilt  here  regardless  of  the  consumption  of  the  country,  built  on 
mport  orders.     We  supplied  the  wbok  worid  for  a  year  or  two. 

Senator  McLeax.  That  does  not  argue  they  mmy  not  be  driven  out 
^y  foreign  competition. 
Mr.  Metz.  That  aimes  they  will  be  driven  out  bv  themselves. 
Senator  McLean.  That  is  all  in  the  interest  of  1^  American  con- 
nimer. 

Mr.  Metz.  But  the  embc^^o  will  not  help  them  a  particle;  they 
are  goin^  to  be  driven  out  anyhow.  Those  colors  aa»  naturally 
driving  them  out. 

Senator  McLean.  But  continued  consumption  will  not  cease  in 
this  country. 

Mr.  Metz.  But  the  consumption  is  so  small  as  compared'  with 
what  they  axe  making.    Tiie  colors  will  be  superseded  by  other  colors. 
They  will  be  defeated  by  their  own  weight. 
Senator  McLean.  That  is  their  lookout. 

Mr.  Metz.  That  does  not  say  they  are  being  penahaed,  but  it  is 
saying  those  men  are  in  an  impossible  position. 

Senator  Watson.  Is  Germany  still  supplying  the  dyes  which  she 
was  compelled  to  supply  under  the  terms  of  Uie  treaty  1 

Mr.  Metz.  Oh,  yes;  that  is  for  five  years;  they  have  three  years 
more  to  run.     The  treaty  calls  for  five  yeare. 

Senator  Watson.  And  she  is  now  supplying  to  those  nations  men- 
tioned in  the  treaty  ? 

Mr.  Metz.  To  those  who  are  demanding  those  colors.  They  pick 
out  what  they  want.  I  started  to  make  sulphiu*  black  early  in  1915, 
because  I  had  to  have  a  black  to  dye  backs  for  artificial  leather  in 
my  Newark  leather  plant,  as  the  logwood  blacks  we  were  getting  got 
us  into  trouble  with  the  trade.  Putting  sulphur  bkbck  in  these  goods, 
however,  cost  my  company  about  $90,000  for  return  goods  and 
recovering  hundreds  of  automobiles  on  which  it  had  been  used. 

I  have  a  plant  making  artificial  leather,  and  I  want  to  show  my 
experience  with  other  manufacturers.  Sulphur  black  put  on  the 
back  of  this  will,  in  the  course  of  about  three  months,  diemically 
rust  this  top  right  off.  We  can  not  use  sulphur  black  far  that  pur- 
pose. For  a  \raile  it  loaded  fine  and  was  a  good  black;  in  two  or 
three  months  the  chemical  action  caused  tiie  coating  to  peel  off,  and 
the  goods  simply  had  to  be  scrapped. 
Senator  Watson.  What  kind  of  black  did  you  use? 
Mr.  Metk.  Direct  black.  This  showed  again  the  trouble  people 
using  dyes  have  to  overcome,  and  they  are  the  ones  to  be  considered 
as  well  as  the  dye  makers. 

Senator  Watson.  Sulphur  black  and  direct  black  ane  both  made 
in  the  United  States  ? 

Mr.  Metz.  Yes;  but  we  had  no  direct  black  at  the  time..    But  I 
am  suggesting  this  to  show  the  experience  and  how  it  is  all  wrong, 
and  that  the  manufacturer  and  the  public  pay  the  ^ice. 
Senator  Watson.  How  long  have  you  been  malnng  direct  black  ? 
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Mr.  Metz.  Since  before  the  war.     We  made  millions  of  poc 
then  and  they  are  making  it  again.     On  wool,  logwood  was  also 
almost  entirely  after  the  war  got  under  way.    Now  it  is 
replaced  more  and  more  on  men's  wear  with  chrome  and  after  cbrr^cf 
blacks;  and  on  women's  lighter  clothes  with  acid  alizarine  blacks.    « t' 
chrome  blacks  we  made  1^200,000  pomids  here  last  year,  ransiiiE  fn.c 
65  cents  to  $1  a  pound.     The  prewar  price  for  diamond  blacE,  the  'O* 
mostly  used,  was  32  cents  a  pound.    I  made  over  100|000  poiin<i» 
ciirome  black  at  the  Consolidated,  and  I  know  I  can  hold  my  own   : 
that  with  the  specific  duty  of,  say,  15  or  20  cents  a  pound  and  3o  p^ 
cent,  as  suggested  by  Mr.  Thuron,  or  35  per  cent  and  7  oentf   ■- 
American  Taluation.     Acid  alizarine  blacks  are  made  here  in  siki  - 
factory  qualitj,  although  they  are  still  being  imported  in  large  I  •• 
Prewar  price  is  about  45  to  50  cents.    I  mentioned  these  oolois  oc. 
to  show  how  one  color  replaces  the  other.     I  know  that  moat  of  i:- 

Elants  making  Congo  red,  for  instance,  start  in  on  exnort  orders  ar 
ave  cleaned  up  long  ago,  and  the  same  would  probably  hold  gooii  - 
other  products  if  they  knew  their  business,  and  if  they  didn*t  ar.' 
don't,  they  ought  not  to  expect  American  consumers  to  oe  oompcLr- 
to  hold  tne  umbrella  over  them  for  several  years  to  come,  becau<« 
they  are  bound  to  be  eUminated  anyway. 

Senator  McLean.  Of  course,  nobody  anticipates  that  this  embarr 
will  be  permanent. 

Mr.  Metz.  Well,  if  only  for  a  little  while  it  is  going  to  haadin; 
these  mills;  that  is  all. 

Senator  McLean.  Nobody  of  course,  anticipates  that  this  embAn: 
will  be  permanent.  You <  say  they  are  called  to  hold  an  umbn.^ 
oyer  them. 

Mr.  Metz.  They  asked  it  for  two  years,  two  years  ago,  and  thoitr- 
they  could  do  it.  Now  they  are  back  for  another  three  or  fire  yefc^ 
And  now  they  are  going  to  come  back  the  next  time  if  you  eDc«>iirv: 
them. 

Senator  McLean.  Assuming  that  the  cry  of  ''wolf"  «<- 
unfounded 

Mr.  Metz  (interposing).  Yes;  it  is  unfounded  yet. 

S^iator  McLean.  My  theory  is  that  the  wolf  is  there. 

Mr.  Metz.  Then,  put  a  duty  on  it  so  high  that  the  wolf  can  t^ 
jump  oyer  it. 

Senator  McLean.  Wolves  will  jump  pretty  high  aometinkt^ 
When  the  wolf  comes  I  want  to  be  preparea. 

Mr.  Metz.  When  he  comes  we  will  be  prepared,  but  do  not  nui- 
us  carry  guns. 

The  plants  making  one  or  two  or  even  half  a  dozen  colors,  *r 
bound  to  be  wiped  up,  because  their  overhead  will  eat  'em  ui 
Their  selling  expense  alone  unless  they  tie  up  with  some  roiKtr 
having  a  seUing  oreanization  will  swamp  them.    Gallocyaninc  a: 
delphine  blue,  the  latter  made  from  the  former,  of  eacn  of  wL' 
about  70,000  pounds  were  reported  for  last  year  at  an  average  pn 
of  over  $3,  made  by  four  plants,  each  will  also  be  as  dead  9^  u:^ 
were  in  ten  years  before  the  war,  when  the  alizarine  blues  for  wu-t'- 
goods  again  become  available. 

Those  colors  are  impossible,  simply  substitutes,  and  are  bouD«i  ' 
go  when  better  eoods  appear.  They  have  not  appeared  yet,  ei\i- 
from  Europe  orliere.    The  co1<h*s  mentioned  are  among  ibcmt  pr  - 
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(oed  in  the  greatest  scale  and  used  in  largest' volume^  and  the  list 
oT^s  ^we  have  followed  the  line  of  least  resistance  in  making  the 
lors  most  easily  produced,  and  that  the  plants  making  them-iiaTe. 
^t  to  turn  to  something  better  or  close  up.  Tliis  will  include  about 
t  per  cent  of  the  present  plants  at  least,  for  the  larger  ones,  making 
eir  own  intermediates,  will  be  the  ones  to  surviye,  and  many  ol 
em  aj*e  to  a  large  extent  dependent  on  the  few  that  produce  the 
udes,  such  as  naphthalene,  etc.  For  instance,  naphthlene  is  largely 
*od\iced  and  almost  controlled  by  the  Barrett  Co.,  a  constituent  of 
le  Allied  Chemical  Co.  The  naphthalene  used  to  come  in  from 
Qgland  at  2  to  2^  cents  a  pound  oefore  the  war.  It  is  the  basis  of 
le  chief  intermediate  for  a  great  many  of  the  most  largely  used 
>lors,  such  as  beta-napthol,  alphanaphthylamine,  H  acid,  etc; 
eta-naphthol  was  imported,  and  on  a  10  per  cent  duty  basis  sold 
*T  8  cents  in  1914.  ^Naphthalene  went  to  5  cents  and  beta-naphthol 
rst  made  its  appearance  as  American  made  at  $1.25  per  pound, 
he  manufacture  was  taken  up  by  several  American  plants,  and  the 
rice  gradually  came  down  to  about  40  cents.  Large  quantities  were 
xported  to  Switzerland,  England,  France,  and  Japan  to  be  con- 
erted  into  colors. 

Alphanaphthylamine  next  made  its  appearance  at  $1.20  a  pound, 
1  though  the  prewar  price  was  11  to  12  cents  and  the  BngUsh  and 
lerman  producers  had  a  price  a^eement,  the  same  ad  they  had 
»reviot2sly  had  on  aniline  oil,  and  prorated  the  sales  among  them. 
^apthalene  went  to  12  cents,  and  Detanapthol  and  other  products 
loared  accordingly.  The  Barrett  plant  burned  and  it  was  practically 
mpossible  to  get  napthal6ne.  The  betanapthol  makers  were,  forced 
:o  unport  from  Bel^um  and  England,  and  paid  as  high  as  14  and  15 
rents  a  pound  for  it.  I  was  onered  85  cents  for  1(K>  tons  of  beta- 
iiapthol  by  a  German  color  maker  in  June,  1920,  and  the  Swiss 
bought  enormous  quantities  here  through  middlemen  and  others  as 
tiigh  as  80  cents.  When  the  slump  came  it  was  cheaper  for  the. 
foreigners  to  dispose  of  their  stock  here  at  any  price  rather  than  ship 
it  abroad,  and  those  soods  flooded  this  market  until  recently,  and 
1  bought  some  that  I  had  sold  last  year  at  45  c^ata  fuoul  as  low  as  32 
cents  a  few  weeks  ago.  With  an  embargo  the  producers  of  napthalene 
and  similar  crudes  can  choke  any  of  the  intermediate  manuiacturers 
or  at  least  make  him  very  uncomfortable,  while  in  turn  the  inter- 
mediate makers  can  see  to  it  that  their  competitor  making  colors  will 
be  short  of  supplies  at  times  unless  he  is  free  to  import  u  necessary. 

They  have  no  stock  and  can  not  deliver.  They  hare  got  that 
power  and  can  hold  us  up.  That  is  what  the  Germans  did  with  the 
small  manufacturers,  ana  that  is  what  they  will  do  for  us. 

Senator  McLean.  I  want  to  transfer  it  to  this  country. 

Mr.  Metz.  By  giving  it  to  the  Du  Fonts,  and  they  will  choke  us  off. 

Senator  McLean.  You  are  assuming  that  we  have  no  law  in  this 
country. 

Mr.  Metz.  The  law  does  not  catch  them.  They  have  no  stop. 
They  have  contracts,  but  have  no  stop. 

Dhr.  Isermann.  Naphthalene  is  on  the  free  list  ? 

Mr.  Metz.  Certainly.     You  can  not  get  it  without  a  license. 

Mr.  Choate.  You  can. 

Mr.  Metz.  No;  you  can  not — ^refined  naphthalene — and  you  can 
not  refine  naphthalene  and  I  can  not.     Do  not  tell  me  I  can  if  I 
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can  not.  Barrett  can  do  it  and  a  few  others,  and  on  short  noUn 
as  we  all  were  when  the  Barrett  fire  occurred.  In  discuasnig  t> 
substitution  and  replacement  of  one  color  by  another,  as  in  the  rta* 
of  the  indigotine  wool  greens  and  pat«it  blue,  the  samples  1  ht-* 
here  will  show  how  either  one  can  be  used  to  produce  a  oolaui  shajv 
in  combination,  but  when  the  same  shade  is  used  under  artificial  hsr-' 
it  makes  a  great  difference  and  causes  trouble. 

We  get  &em  as  by-products.     Do  not  be  kidding  anybodv  v:t* 
that  kmd  of  stuff.    There  is  where  the  danger  comes  in  German}. 

Senator  McLean.  You  would  be  left  out  of  it  tonday  if  it  had  d/: 
been  for  the  encouragement  of  the  war  conditions. 

Mr.  Mbtz.  If  it  hM  not  been  for  the  munitions  manufacturers  as*: 
coke  manufacturers  we  would  not  have  had  benzol  to-day.  N<-v 
that  we  have  those  things,  we  can  do  it  against  the  whole  wnrx 
because  the  chance  has  SH  been  paid  for  and  d^arged  off;  that  Li» 
all  been  amortizea.  It  was  paid  for  the  first  two  months.  We  ek 
be  fair  in  these  matters,  rara^aph  26  of  the  biU  there  is  tl»- 1 
little  joker  which  shows  the  fine  Italian  hand  of  one  posted  in  the  ijt 
business  which  would  cause  an  importer  all  kinds  of  trouble  '.t^ 
American  producer  would  escape.  Besides  the  standardized  schoa^ 
the  requirement  that  dilutents  must  be  stated  and  component  ptn^ 
of  mixtures  mentioned  simply  giyes  away  an  importer's  bosioo* 
entirely.  Many  of  the  colors  can  not  be  shipped  in  tne  state  in  whi<^* 
tliey  are  made,  as  60  per  cent  and  eyen  more  of  soda  ash,  Glanber^ 
salt,  or  other  dilutent  is  necessary  to  prevent  them  from  taking  tb 
through  chemical  changes.  Mixtures  are  also  made  for  mills  who  sfly. 
in  samples  of  their  goMs  to  be  matched.  I  haye  here  a  brown  for  i 
hosiery  mill  on  mercerized  cotton.  The  match  contains  three  ooior^ 
and  the  mixture  is  specially  made  and  gives  the  producer  a  sort  of 
tra<io-mark  right  to  what  his  knowledge  of  his  busmess  entitles  hnL 
If  he  happens  to  be  an  importer  and  got  such  a  mixture  abroail  t* 
would  be  compelled  to  give  away  his  Imowledge  for  the  benefit  oth» 
convpetitors  who  are  under  no  such  restrictions. 

(The  committee  thereupon,  at  12  o'clock  m..  recessed  until  2J»> 
o'clock  this  afternoon.) 

AFTSR  RBCB88. 

The  committee  reconvened  at  the  expiration  of  the  recess,  Seoitor 
McC'Umber  presiding. 

kSonator  McCumber.  Mr.  Metz,  will  you  proceed  and  Imng  jvl' 
ti^tiinony  to  a  conclusion  t 

Mr.  Mrtz.  Mr.  Chairman,  just  before  recess  was  taken  I  mcntionas 
MiriiKriinh  26  of  the  bill.     In  that  pargaraph  there  is  also  •  litt> 
oker  wliich  shows  the  fine  Italian  hand  of  one  posted  in  the  ih- 
uiHiiieHH  which  would  cause  an  importer  all  kinds  of  trouble  t&: 
whii'h  the  American  producer  would  escape. 

HeHides  the  standardizing  scheme,  the  requirement  that  dfltifs*' 
xwwHi  1)0  Ntated  and  component  parts  of  mixtures  mentioned,  simp.' 

r;ivoM  awav  an  importers  business  entirely.    Many  colors  can  &* 
In  hhippoci  in  the  state  in  which  they  are  made;  some  contain  as  mu* 
HH  no  por  cent,  and  even  more,  of  soda  ash,  Glauber's  salt,  or  oih: 
ililuont,  to  prevent  them  from  taking  fire  through  chemical  chtng**- 
MiHtiiroH  are  also  made  for  mills  who  s^id  in  samples  of  their  f^>i«i^ 
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be  matched.  I  have  here  a  brown  for  a  hosiery  mill  on  mer- 
rize<l  cotton.  The  match  contains  three  colors  and  the  mixtnres 
e  specially  made  and  give  the  producres  a  sort  of  trade-mark  right 

vrfittt  his  knowledge  of  his  business  entitles  him.  If  he  happens 
»  be  an  importer  and  got  such  a  mixture  abroad  he  would  be  com^ 
died  to  give  away  his  Knowledge  for  the  benefit  of  his  competitors 
bo  are  under  no  such  restriction. 

I  ba.ve  here  a  sample  of  brown  for  hosiery.  We  were  asked  to 
atcb  this  sample  and  we  were  informed  that  the  color  must  be  as 
st  as  a  direct  color.  This  is  the  stock  I  sent  him  [indicating^], 
tiis  is  the  match.  This  match  that  I  sent  him  back  to  match  ms 
ocking  is  composed  of  three  colors,  direct  orange,  benzo,  purpurin 

B,  and  a  direct  black.  These  three  colors  will  stand  the  same 
cnount  of  washing  and  not  change.  It  is  composed  of  these  different 
roportions,  37.5  direct  orange,  17.5  benzo  purpurin,  35  direct  black, 
nd  lO  per  cent  of  salt.  I  give  it  a  name  and  caU  it  direct  cordovan 
yed  ^with  25  per  cent  salt,  and  make  him  a  price  on  it.  This  is  a 
rade  secret  and  I  am  entitled  to  it.  If  this  were  manufactured 
broad,  in  sending  me  this  color  they  would  have  to  give  every  pro- 
ortion  of  the  color  in  there.  This  enables  me  to  make  the  color 
hat  this  man  wants  and  give  him  the  shade  that  he  wants,  and  I* 
m  entitled  to  the  benefit  which  that  gives  me.  Under  the  provision 
if  paragraph  26  this  information  must  be  given,  and  thev  can  go 
nto  my  books  and  I  can  go  into  the  consumer's  books  ana  look  up 
hese  things.  You  know  you  can  look  up  what  you  want  and  what 
rou  do  not  want.  There  is  a  great  chance  for  dismmination.  We 
law  what  discrimination  did  durine  the  last  few  years. 

Senator  La  Follette.  Under  the  provisions  which  you  refer  to 
lere  you  would  be  understood  as  saying  that  an  importer  would  not 
mport  if  he  were  required  to  give  the  formula. 

ilr.  Metz.  In  the  first  place,  the  importer  could  not  import  any- 
«rav.  It  must  be  the  consumer.  But  ne  sends  to  me  for  something 
and  I  send  to  the  manufacturer.  Under  this  law  there  would  have 
to  be  stated  information  as  to  exactly ywhat  is  in  this  thing.  He  will 
Dot  do  it.  We  have  to  do  it  here  as  best  we  can  and  we  can  not 
?et  what  we  want.  Importers  are  not  all  crooked;  and  the  importer 
has  a  right  to  live  as  well  as  the  manufacturer.  Many  of  the  im- 
porters navje  been  in  business  for  50  years  in  this  country.  They 
buy  and  sell  goods  all  the  time  here  and  abroad.  Under  this  propo- 
sition they  woxdd  have  to  give  away  all  they  know  to  those  who 
want  to  find  out,  and  it  is  not  fair. 

I  have  here  a  letter  from  the  G.  Cramer  Dry  Plate  Co.,  of  St. 
Louis,  Mo.,  dated  July  22,  1921.  This  letter  is  addressed  to  me  and 
reads  as  follows : 

Gbntlemsn  :  We  have  seen  notice  of  what  is  termed  *  'the  Longworth  dye  embaigo, '  * 
in  connection  with  the  new  tariff  bill,  now  before  Congress,  and  we  write  to  ask  that 
you  kindly  give  us  what  information  you  can  in  this  connection,  that  is  to  say,  does 
the  Uriff  or  the  Longworth  Act,  cover  dyes  such  as  are  used  in  photographic  processes, 
and  if  BO,  in  what  manner? 

Thanking  you  in  advance  for  any  information  with  which  you  may  favor  us,  we 
remain, 

Yours,  very  truly, 

G.  Cbamer  Dry  Plate  Co., 
F.  £rne8T  Cramer. 
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Those  people  buy  their  goods  in  small  bottles,  half-ounce  bott- 
To-day  I  have  to  get  a  permit  .for  every  one  of  those  little  b(»f  - 
The  War  Trade  Board  says  you  can  bring  in  10  or  20  of  tho^e  1- . 
bottles  at  a  time.  There  are  several  dyes  made  in  the  labors*  r 
for  special  purposes.  They  do  not  amount  to  anything,  but  \i-- 
hold  up  the  industry.  We  wrote  them  and  they  replied,  under  •!•-•• 
of  August  3,  1921,  as  follows: 


We  are  in  receipt  of  vour  favor  of  let  instant,  and  thank  you  nnrcrriT  !•▼  • 
information  contained  therein.    As  we  understand  it  from  your  letter,  tike  UL 
question  would  make  it  very  difficult  to  obtain  dyes  of  foreign  manufactuiv.  .- 
we  sincerely  hope  that  it  may  be  very  much  modified,  or,  better  stiU,  never 


There  are  dozens  of  industries  in  that  same  position.  They  «£.' 
a  small  amount  of  color. 

Mr.  Choate  stated  that  the  importer  could  bring  goods  in  in  U>'. 
and  leave  them  there.    Let  us  analyze  that. 

In  the  first  place,  we  get  the  goods  in  kegs  and  barrels.     Supp- 

1  put  them  in  bond  and  I  want  10  or  20  or  50  pounds  of  a  certain  o-.  * 
and  get  a  permit.  I  can  not  go  up  there  and  weigh  out  10  pouc  .• 
from  that  barrel.  I  can  not  take  the  barrel  out  because  I  aiL  . 
dealer.  How  are  you  going  to  handle  this  stuff  in  bond  i  h  .- 
ridiculous.  You  are  interferring  with  the  real  channels  of  trade  at 
there  are  many  people  who  send  in  for  1  pound  or  2  pound:»  <•:  . 
certain  color  to  finisn  a  special  lot  of  goods.  It  not  only  wpUe*^ : 
cotton,  but  to  woolens,  food  products,  candy,  everything  that  c*-. : 
goes  into. 

Senator  McLban.  If  we  preserved  domestic  competition  and  xh»-^ 
tilings  were  produced  here  you  would  not  have  to  go  abroad  far  vi*^* 

2  pounds. 

Mr.  Metz.  If  vou  are  going  to  make  the  mills  quit  like  they  stoppr: 
on  the  tanned  snoes,  all  right;  let  us  say  so.  But  do  not  talk  aht'*.; 
national  defense  in  a  thing  of  that  kind. 

Cientlemen,  I  am  now  at  your  disposal,  to  answer  any  questuc- 
regarding  cost  of  production,  capital,  salary,  or  any  other  deu-i.- 
regarding  any  of  my  plants  or  ^ny  of  the  articles  I  produce;  also  a^  t- 
my  connection  with  the  Dyes  Listitute,  the  Chemical  FoundaUi'i 
and  their  connection  with  the  industry  so  far  as  it  has  come  under  aj 
obnervation. 

1  want  to  sav  further  that  Mr.  Choate  made  a  remark  here  aKh.'- 
tho  groat  number  of  people  employed  by  the  Badische  Co.  I  Iwa 
that  matter  up  and  ootained  the  following  reply: 

('al)lo  received  to-day  says  number  of  employees  color  factor  LudwigriMfn  u> 
thouHand  against  ten  thousand  four  hundred  August  first  nineteen  hundred  kmrt^ 
Nitrogon  works  Oppau  eleven  thousand  against  one  thousand;  Mersebem  «•■- 
thouHuhd  six  hundred  against  none,  works  not  then  in  existence.     Present  vort  -^ 
uight  hours  against  prewar  nine  and  twelve  hours  besides  efficiency  now  genefalh  'r^ 

That  is  the  reply  to  that  cable  giving  these  figures.  The  inrr^.c' 
is  not  in  the  color  plants;  it  is  not  connected  with  the  color  «:.. 
I)ut  in  the  nitrates  and  things  of  that  sort. 

Now,  1  touched  upon  the  question  of  the  dry  plate  matter.  Witt 
you  pot  down  to  medicinals  you  are  a  great  deal  worse,  because  li  - 
pHychology  of  a  man  wanting  what  he  wants  when  he  wants  it  is^kl' 
the  cure.  There  is  no  reason  why  if  a  man  has  a  case  of  srpL-? 
and  wants  German  salvarsan  he  should  not  get  it,  even  thouzh  I 
make  a  salvarsan.    Mr.  Cooke,  who  appeared  here  appeareJ  *• 
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insel  for  certain  interests  and  related  what  they  told  ^m  to  say, 
e  most  counsel  do.  He  did  not  tell  you  though^  that  the  Bayer 
3ple  manufactured  phenacetin  and  a  dozen  other  things  beside 
>irin  before  the  war.  The  plant  was  built  here  because  they  could 
tke  those  things  cheaper  than  they  could  import  them  under  that 
•iff.  That  plant  was  sold  to  the  present  Bayer  Co,  That  company 
spending  $1,000,000  a  year  in  the  manufacture  of  aspirin.  They 
ve  a  trcuie-mark  which  absolutely  protects  them,  ana  there  is  no 
casion  for  an  embargo  in  this  direction. 

Now,  gentlemen,  as  I  said  before,  I  am  ready  to  answer  any 
estions  that  you  may  desire  to  ask  me.  I  understand,  however, 
at  there  are  several  sentlemen  here  from  the  textile  industries 
lo  desire  to  be  heara  as  promptly  as  possible,  one  gentleman 
rticularly,  Mr.  Brehm  of  rhiladelphia,  who  desires  to  leave  on 
e  4  o'clock  train.  If  you  will  allow  me  I  will  yield  to  them.  They 
e  really  the  people  to  be  considered. 

Senator  McCumbeb.  I  will  say  to  the  witness  that  the  chairman 
fore  leaving  asked  me  to  proceed  this  afternoon  as  he  is  busy, 
e  gave  me  a  list  of  names  and  the  order  in  which  he  desired  them 
.lied.  The  next  name  on  the  list  appears  to  be  Mr.  George 
emming. 

Mr.  Metz.  Mr.  Demming  is  an  attorney  for  some  of  these  manu- 
cturers. 

Mr.  Demming.  I  would  suggest  that  Mr.  Brehm  be  called. 
Senator  McCumbeb.  Very  well.    Then,  I  will  call  Mr.  Brehm. 
Senator  La  Foijlette.  Mr.  Chairman,  I  shall  want  to  ask  Mr. 
'etz  some  questions,  but  I  am  perfectly  willing  to  defer  doing  that 
atil  we  hear  the  gentleman  who  wishes  to  get  away  on  an  early 
*ain  this  afternoon. 

Senator  McCumbeb,  I  thought  Mr.  Metz  had  finished. 
Senator  La  FoLLJBTTE.  No;  ne  is  not  through.    I  want  to  ask 
im  some  questions  and  it  will  take  some  time. 
Senator  McCumbeb.  We  will  hear  Mr.  Brehm  then  and  after  that 
3call  Mr.  Metz. 

TATEMEHT  OF  MB.  WILLIAM  H.  BBEHM,  OF  BBEEM  & 
STEELE,  TBEVTOE  AND  ALLEOHENT  AVEHUES,  PHILA- 
DELPHIA, PA. 

Senator  Watson.  Mr.  Brehm,  where  do  you  live  and  what  is 
our  business  ? 

Mr.  Bbehm.  I  am  in  the  dyeing  business.  I  am  a  member  of  the 
inn  of  Brehm  &  Stehle,  Trenton  and  Allegheny  Avenues,  Phila- 
lelphia. 

I  am  also  secretary  and  treasurer  of  the  Reading^ Dyeing  Co.,  Read- 
ng,  Pa.,  where  we  do  job  dyeing  for  the  trade.  We  nave  been  estab- 
isned  for  about  15  years. 

In  my  business  as  a  master  dyer  I  am  a  consmner  of  dyes  tuffs.  I 
iin  here  to  oppose  a  licensing  system.  I  am  distinctly  in  favor  of  an 
adequate  protective  tariff  to  protect  the  American  manufacturers  of 
iyestuffs. 

My  opposition  to  an  embargo  or  Ucensing  system  is  based  upon  my 
experience  as  a  consumer  of  dyestuffs  during  the  operation  of  the 
system  since  its  inauguration  in  this  country.     I  have  been  using 
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Americiwi  dyestuffg  in  my  business  wherever  possible,  but,  undtrr  :i- 
licensin^  system,  I  have  been  forced  to  use  tnem  for  other  pun»  -^ 
for  which  they  were  unsuitable.     During  the  period  from  1914  to  '  ■■:i 
our  customers  were  satisfied  with  almost  anything,  but  at  the  pn^  -  \ 
time  they  are  very  particular  and  exacting  in  their  demands  '  ■ 
shades.     Under  the  licensing  system  it  has  not  been  as  ea^y  - 
obtain  the  colors  that  we  required  and  which  were  not  manufactTi.'' 
here  as  has  been  claimed  by  the  advocates  of  the  bill.     I  will  ivL*' 
mv  personal  experience  along  this  line.     One  of  the  examples  i*  : 
follows: 

C)n  September  23,  1920,  we  applied  to  the  War  Trade  Section  f--  ■ 
license  to  import  100  pounds  benzo-fast-black  L.  After  considen.'  t 
convspondence,  the  originals  of  which  are  herewith  submit t«^'.  * 
exhibit*,  we  received  the  license  March  23,  1921,  just  six  mi>n*v 
later.  Passing  the  license  on  to  the  Grasseli  Chemical  Co.  to  imp  - 
those  gtwds  for  us,  they  were  received  in  Reading  June  8,  1921.  eij*' 
and  a  naif  months  from  the  time  of  the  application. 

in  the  meantime  we  were  not  able  to  supply  our  customers  with  " 
niuterial  we  had  previotisly  used  and  had  to  make  substitution*,  fr  - 
whioh  wo  received  considerable  complaints. 

Just  at  this  time,  on  September  23,  when  we  apphed  for  the  lic*n* 
to  im|>ort  this  100  pounds  of  dyestuffs  we  were  referred  by  the  Wi* 
Trado  Boanl  to  the  American  Dyes  Institute  of  New  York,  to  pxt  l- 
the  name  of  the  manufacturers  of  a  substitute.     Under  (ute  • 
October  7,  they  writ«  us: 

W^^  iH»j»rt>t  that  at  this  writing  we  are  unable  to  give  you  the  names  of  anv  d-Jin^' 
nmnuhuMiiw^rn  of  these  products,  but  we  have  included  them  in  our  inquiry  V 
iMNUfvi  to  iiay  to  all  dyeUuff  manuiacturerB  in  this  country,  and  any  reply  we  mv 
of  lutortHt  to  you  we  will  immediately  pass  on  to  you.  '  %       • 

'rhat  was  on  October  7,  about  two  weeks  after  we  had  made  appli^^ 
tion.  The  Wai  Trade  Board  at  that  time  could  not  have  naJ  . 
MuhNtituto  for  that  color  when  the  American  Dyes  Institute,  towbc 
wo  wore  referred,  did  not  have  any  themselves. 

After  considerable  correspondence  we  had  to  send  Uie  WarTn" 
lloani  a  d^'O  sample  of  stocldngs  on  which  this  benzo-fast-black  L  * 
\l)iOit,  It  IS  used  to  dye  slates  where  the  combination  of  silk  and  c*  '- 
U%\\  \h  UHed,  In  other  words,  the  body  of  the  stocking  is  silk,  ami  ^'^^ 
and  hool  and  toe  are  cotton.  This  color  is  adapted  to  that  partKnir 
wurk  booauso  it  dyes  nil  in  one  shade  at  the  same  time.  XiXer  tti 
Nvo  had  to  mibmit  to  the  War  Trade  Board  a  sample  of  fast  black  I 
I'lulor  dutti  of  March  23,  1921,  the  War  Trade  Board  write  us  ib' 

Uoiil>  \\\K  to  your  favor  of  March  22,  we  incloae  herewith  allocatioii  certilicato  ^ 
0  Mi.'  lov  UH^  jHunult*  of  bonzo-fast-black-L  (Bayer)  for  which  you  applied  on  Jao-t 
I u,  t ^)  M      W  (« art«  at  a  Uvis  to  understand  why  the  Pontamine  LL  will  not  do  th^  «= 
sw^ti  »4M  )kou«i»*fatit-bIark-L  and  are  takine  up  this  question  direct  with  the  V9?r 
{\\  ,  HI  >ou  limy  M«o  from  the  incloeed  carbon  of  our  letter  of  even  date  to  then 

rii^vto  woW  that  the  imuance  of  this  allocation  certificate  must  not  be  rofnaW* 

a  I^SH  \HitMlt, 

(h\  Novoniber  10,  1920,  we  applied  for  100  kilos  of  soluble  blue . 
lUi  luado  by  Oohler.  At  the  time  of  making  this  appUcatioD  t*- 
MporiliiMl  (hat  this  color  has  special  properties  tnat  we  required.  U 
\{\  I  lu«  prosont  time  we  have  oeen  unable  to  secure  such  a  license  t< 
Uu|)or|  thin  color.  The  War  Trade  Section  claims  that  t  skUy 
I'm  (o(\v  Hulmtitute  is  being  made  here.    The  American  Dyes  li^t:* 
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te,  however,  on  May  16,  1921,  advertised  that  the  E.  I.  du  Pont  de 
Mnours  &  Co.  are  manufacturing  a  blue  known  as  soluble  blue  R 
'1  3R,  their  representative,  however,  telling  us  not  over  three  weeks 

0  tliat  neither  one  of  these  colors  would  give  us  the  shade  we  de- 
e.  I  am  submittingherewith  to  the  committee  the  original  letters 
ssing  between  the  War  Trade  Section  and  our  firm  covering  this 
fitter. 

(The  correspondence  referred  to  will  be  found  at  the  conclusion 
Mr.  Brehm's  remarks.) 

Mr.  Brehm.  That  application  has  never  been  granted,  and  I  ^are 
up  as  a  bad  job  and  consequently  did  not  go  any  further  wiftn  it. 
have  a  letter  from  one  of  our  customers,  lor  whom  I  have  been 
reing  for  32  years,  who  used  this  particular  blue  on  their  goods, 
bey  complain  because  we  can  not  give  them  the  color  because  of 
le  refusal  of  the  War  Trade  Section  to  grant  us  the  license. 
(The  letter  referred  to  will  be  foimd  at  the  conclusion  of  Mr. 
rehm's  remarks.) 

Mr.  Brehm.  The  illustrations  which  I  have  ^iven  of  the  embar- 
issments  and  delays  in  efforts  to  obtain  foreign  dyes  through  a 
censing  syst^n  administered  by  Government  agencies  are  not 
iolated  or  rare. 

I  could  mention  a  couple  of  more  facts  wit^  regard  to  one  color, 
yarding  which  I  had  considerable  correspondence  with  Mr.  Iser- 
lann,  one  of  the  witnesses  who  appeared  nere  the  other  day,  and 
ventually  we  secured  an  application  for  50  pounds  of  fast  acid  violet' 
0-B.  Mr.  Isermann  wanted  a  sample  of  the  dyestuff,  of  the  German 
lyestufF,  and  I  refused  to  give  it  to  him  and  told  him  that  if  he  had 
ny  proof  that  I  was  wrong  to  make  his  complaint  to  the  War  Trad« 
Joard.  However,  the  War  Trade  Board  granted  my  license  and  I 
7  as  given  50  pounds.  We  use  only  a  very  small  quantity  of  this  par- 
icular  color  fc^  shading  purposes.  At  certain  times  when  jron  are 
lyeing  a  shade,  possibly  half  an  ounce  to  100  poundis  of  material,  yon 
nust  throw  your  color  one  way  or  the  other,  and  it  was  this  pariieu-' 
ar  color  I  had  to  have;  otherwise;  if  I  used  something  else,  it  wooki 
30Bsibly  spoil  the  other  three  dyes  that  I  used  for  producing  this 
jhade. 

Senator  1)ilungham.  As  I  understand  you,  your  real  objection 
to  the  embargo  is  the  difficulty  that  you  and  m«n  in  the  same  line 
^f  business  with  you  have  experienced  under  the  licensing  systems 
under  the  present  law. 

Mr.  Br£iim.  Yes,  sir.  Our  experience  does  not  stand  alone.  I 
have  learned  from  other  consumers  of  dyes  that  they  have  had  the 
same  trouble. 

We  must  have  dyes  for  special  purposes  at  once.  Trade  and 
seasons  will  not  wait  six  or  eight  months,  and  every  time  we  need 
special  dyes  we  do  not  want  to  be  compelled  to  go  into  court  to  get 
them.   As  an  example  of  the  danger  which  this  means  to  our  business, 

1  cite  the  following: 

One  of  my  customers  handed  me  a  letter  from  a  New  York  cotton 
goods  importer,  offering  yarns  spun  and  dyed  in  Germany  cheaper 
Ulan  they  can  buy'  the  yam  and  have  it  dyed  in  this  country,  and 
offering  to  make  delivery  within  six  weeks'  time. 

It  can  readily  be  seen  that  if  we  are  compelled  to  wait  from  six: 
to  eight  months  in  order  to  get  our  necessary  foreign  dyes,  through 
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:^  lk«ftsin|r  system,  we  can  not  compete  in  the  matter  of  delivfr. 
with  foi«^  houses,  who  offer  to  oleliver  the  yarns  already  dy*- 
wiuuD  5ix  weeks.  The  textile  manufacturers  of  the  Unite<f  Sut'  • 
3t«^t  hare  colors  eoual  to  the  best  of  foreign  goods;  otherwise,  tl. 
o^ofiiumiig  public  wul  ask  for  imported  goods  to  the  detriment  of  u.- 
ABimemn  textile  manufactmrers. 

S«HMitar  McLean.  Do  you  mean  to  say  that  these  yams  wo 
v^^Nn^  at  a  price  less  than  the  dye  would  costi 

Mr.  Brehm.  Xo;  the  yarns  were  offered  already  dyed  lande^i 
X«v  Yi>rk  cheaper  than  we  can  buy  the  southern  yams  and  hi-. 
^hiNU  dved  in  Philadelphia.    We  just  take  the  yarn  in  the  gray  n . 
put  the  color  on  that. 

SMMtor  La  Follstte.  Are  the  cases  of  delay  which  you  have  ciu-. 
th*  iHilv  c«S4?s  vou  had  delay  in  ? 

Mr.  ftRBHM.  *^o,  sir;  I  have  had  several  other  applications.   I 
t^n^T  went  any  further  with  it.     I  simply  had  to  make  out  t: 
K'tfit  I  ivuld  with  the  substitutes  I  could  get  hold  of. 

S<^iator  L\  Follette.  Did  you  have  such  delay  in  aU  cases  t 

Mr.  Bkkhm.  I  have  had  other  delays. 

S«^naU^  La  Follette.  That  caused  you  to  abandon  the  attem.v. 
tv^  S^^t  them  by  licenses  through  the  War  Board  ? 

Mr  UuEiiMr  Yes,  sir. 

Senator  SMixyr.  Did  you  ever  have  any  stock  come  in  thrtHu:! 
lii^n^^  that,  after  its  arrival,  you  could  not  use  on  account  of  u» 
lal^n«t<s  vvf  its  reaching  you  ? 

Mr.  Ukj&hm.  No,  sir*  I  had  no  cases  like  that.  I  never  appU*^: 
(\vr  ai\v  $piX'ial  colors  like  that.  We  did  apply  for  some  of  a  cerU:L 
ih4w  made  by  tlie  Badische  concern,  and  the  War  Trade  Boar. 
ivt^Mt^K)  the  appUcation,  claiming  we  could  get  it  from  the  Newpts" 
t^i^^nioal  Co.  or  from  the  Du  Pont  people.  We  wrote  them  back  &: : 
ti4t)  tht^m  that  the  Newport's  color  was  too  red  for  our  use  and  u.-. 
t>M  Tout  i'lvlor  was  too  flat.  They  still  refused  the  appUcation,  tnu  i 
wr\^l^  l^ok  and  told  them  that  1  had  understood  tnat  other  p^-^ 
w^>#  ^'tting  the  dyestuff  in,  and  why  pick  on  us?  Hiey  atlovM 
U8I  a  o(H>«pouud  barrel.    But  all  those  things  take  time  and  ciGs« 

vWay. 

xS^iator  MK^'MBER.  It  does  not  take  any  time  to  brin^  in  t^ 
vaii^H  that  are  already  colored?  That  is  one  of  the  bad  letturf^ 
Tht>y  dt4ay  wu  in  getting  the  colors  ? 

MV.  liKKUM.  From  six  to  eight  months. 

Senator  MK^cmesr.  But  they  do  not  delay  bringing  in  the  jmiz^- 
\s4\MtKi  with  the  same  dye? 

Mi\  Ukkum.  No,  sir.  ^ 

SM\al\U'  SMiH>T.  From  Germany  or  England  or  any  other  coontn 

Mi\  liKieuM.  They  are  German  manufactured  yams  of  fast  cvi . 
f\M'  t\)\\t^l  manufacturers.  They  iise  certain  standard  colofs.  The' 
\  au  ta^ii^  ti\i^e  colors  over,  and  if  one  manufacturer  can  use  then 
aiu^iu^r  oan.     They  are  practically  only  blue,  pink,  gold,  and  tioI^*. 

SiM\atin'  MK^rMBER.  Do  you  know  of  any  method  by  which  a. 
thvs^  lixniMt^  (HUild  be  overcome  as  long  as  you  have  a  license  qpt^a 

Mi\  UniaiM.  I  do  not.  That  is  why  I  anv  in  favor  of  a  tariff  •i 
puuuu;  a  tariff  on  that  would  protect  the  manufacturers  of  d}e« 
\lial  I  am  htuirtily  in  favor  of. 
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Senator  La  Follette.  You  are  not  a  manufacturer  of  dyes  jqur 
elf« 

Mr.  Bbehm.  I  have  absolutely  nothing  to  do  with  it  at  all.  I  am 
.  consumer. 

Senator  Smoot.  You  are  not  objecting  to  a  sufficient  tariflF? 

Mr.  Bbehm.  I  am  not  objecting  to  a  tariff;  no,  sir.  I  approve  of 
L  tariff.     I  am  objecting  to  the  licensing  system. 

Senator  Watson.  Did  you  ever  come  before  Congress  before  the 
var  to  fight  a  tariff  on  dyes  ? 

Mr.  Brehm.  No,  sir.  This  is  my  first  appearance  before  any 
"Vjmmittee,  either  of  the  House  or  Senate. 

Senator  Smoot.  There  has  not  been  very  much  of  a  tariff  at  any 
;ime  on  dyes,  I  will  say  to  the  Senator. 

Senator  Watson.  No;  but  there  has  been  &  terrible  fight  kept  up 
igainst  a  tariff  being  put  on  dyes  for  a  great  many  years. 

Senator  Smoot.  Yes;  that  is  true. 
(Witness  excused.) 

(The  correspondence  referred  to  and  submitted  by  the  witness  is 

as  follows:) 

War  Trade  Board, 
Washington^  November  16, 19i0. 
Brehm  <&  Stehle, 

TrenUm  and  Allegheny  AvenueSy  PhUgdelphiaf  Pa. 

Gentleiieh  :  On  November  10  we  received  your  application  for  an  allocation  cer- 
tificate  for  100  kiloe  of  soluble  blue  3  BB,  Schultz  No.  539,  made  by  Oehler.  On  the 
bottom  of  the  application  you  have  written:  "This  color  has  special  properties  we 
require." 

You  are  probably  aware  that  several  American  producers  are  manufacturing  soluble 
blues.  Therefore,  before  we  call  take  definite  action  on  your  application,  we  must 
ask  you  to  advise  us  what  special  properties  you  require  for  your  work.  Kindly  give 
us  information  in  as  much  aetail  as  xioesible.  Upon  receipt  of  your  reply  we  shall  be 
pleased  to  give  further  consideration  to  your  application. 
Very  truly,  youra, 

War  Trade  Board  Section^. 
C.  S.  BUwKS, 

Research  Assistant. 

November  22, 1920. 
War  Trade  Board, 

WaMngton,  D.  C. 

Gentlemen:  Replying  to  your  favor  of  the  16th  r^arding  our  application  for  an 
import  license  for  soluble  blue  3  BB  would  say  this  dVe  produces  a  very  greenish 
slmde  of  blue  and  is  very  necessary  for  our  trade.  We  have  been  trying  to  obtaiD 
this  shade  from  domestic  soiurces,  but  all  of  the  samples  we  have  tned  out  in  our 
laboratory  have  been  too  reddish  and  not  suited  at  all  for  our  work. 

The  nearest  we  have  found  was  a  blue  GH  of  National  Aniline  &  Chemical  Co.  and 
in  placing  an  order  with  them  they  advise  us  they  can  not  deliver  as  they  are  not 
making  this  color  now.  *  ^ 

The  soluble  blue  of  Oehler  has  a  peculiar  greenish  shade  and  is  very  clear  color. 
All  of  the  others  we  have  tested  are  nat  and  reddish. 

Again  the  price  of  this  color  is  about  $2.75  landed  here  and  the  domestic  colpr 
which  has  not  the  shade  run  from  $5.75  to  $12  per  poimd. 

We  trust  our  application  will  have  your  best  consideration  and  await  your  reply. 
Very  truly,  yours, 
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Wae  Trade  Board,  DKCoiBER  H.  It.' 

Washington,  D.  C. 

Gentlbmen:  With  further  reference  to  our  letter  of  November  22,  reganlifis  »&. 
blue  3  BB,  which  we  applied  for  to  import  about  100  Idloe,  would  say  ve  ha\t-  *— 
trying  to  get  a  blue  similar,  but  can  not  get  an>r  of  the  desired  greenish  and  cl«v  t^ 

We  are  entirely  out  of  this  dye  and  need  it  for  business  on  hand.    Will  >••. . 
Idndly  give  this  your  early  consideration,  and  oblige, 

Yours,  truly,  •»  -  o 

W^R  Trade  Boau 
Wasbingum,  Dttxmbfr  IS,  iW 
Brehm  &  Stehle, 

Treruon  and  Allegheny  Avenues,  Philadelphia,  Pa. 

Gentlemen  :  Replying  to  your  favor  of  December  11,  in  regard  to  soluble  bk^  \  \ 
we  must  s^in  call  your  attention  to  the  fact  .Uiat  according  to  out  informatioB  vi:" 
blues  are  now  beinc^  made  in  this  country  on  reasonable  terms  as  to  price.  qmbtT.  ^ 
delivery  by  several  manufacturers. 

Before  we  can  give  your  application  any  further  qonaideratiozL,  we  must  aii  i* . 
you  send  us  a  detsoled  report  concerning  the  American  colors  which  you  have  m*- 
substitute  for  German  dye  asked  for.    Please  advise  us  wherein  the  propertifv  i  * 
American  d>'e  fail  to  meet  those  of  the  German  dye.    Upon  receipt  of  this  ixJam^   . 
we  shall  be  pleased  to  give  further  consideration  to  your  application. 
Very  truly,  yours, 

War  Trade  Boabd. 
C.  S.  Hawes, 

ResearA  Aui^c- 

War  Trade  Board,  '  December  22.  W 

Washington,  Z>.  C. 

Gentlemen:  Rephing  to  your  favor  of  18th  regarding  the  soluble  blue  thsr  «■ 
idflh  to  import,  wouid  say  that  we  have  tried  to  get  a  domestic  color  fran  rtr.  * 
manufacturers,  but  up  to  the  present  time  have  been  unable  to  get  the  thftir  v  ■ 
desire. 

We  are  sending  you,  under  separate  cover,  samples  we  have  made  in  tertiar  oc:  u- 
color,  and  you  will  see  from  them  that  there  are  none  that  we  could  use.  We  i^' 
to  cooperate  with  the  domestic  manufacturers,  and  if  you  can  give  rm  bbt  fur.:- 
advice  would  be  pleased  to  make  tests  of  any  other  blues,  but  in  the  meanua'  v 
need  material  and  would  appreciate  your  giving  this  your  early  attention. 
Yours,  truly, 

Brbbm  it  Stkbi' 

War  Tradb  Boarr. 

Washington,  Deetmb^tS,  J«f 
Brbhm  dk  Stehle, 

Trenton  and  AUt^t^eny  Avenues,  Philadelphia,  Pn. 
(AttentioB  of  lir.  W.  U.  Brehm.) 
Gbntlemkn:  Rmplying  to  yeur  letter  of  December  22,  we  beg  to  advvs  tkie  * 
have  received  the  nve  samples  which  you  sent  ua  and  note  that  one  ahovni  the  ^' 
of  blue  deeired  by  >'x>u  and  that  two  of  the  dveings  are  firatn  colore  receive*!  r : 
Qcnnan  importers  and  two  from  colors  received  from  American  producers.    Yon  r  •- 
of  course  understand  that  we  can  not  consider  the  colors  that  you  recei%'«d  inc  *: 
•German  importers  unless  you  state  that  these  colors  are  produced  in  the  Umt««i  >u  - 
and  ad\iso  us  as  to  the  name  of  the  concern  which  nroduced  them.    As  thfri^  a**  • 
)<«st  three  other  American  producers  besides  the  National  Amline  A  iVoirt.  ■ 
and  the  CaUx>  Chemical  Co-  which  have  put  soluble  blues  upon  the  niarkf««  wf  b-* 
again  ask  vou  to  secure  samples  from  the  other  American  producerB. 

We  mi>;fit  state  that  we  have  made  a  special  investigation  of  the  aoluble  Mu**  '  • 
are  now  boing  manufai^tured  in  the  United  States,  and  from  information  in  "ur  *  - 
wo  boliove  that  there  is  no  doubt  but  that  you  can  secure  an  American  prodo*  t  »* 
will  give  vou  the  dt^ired  shatle  of  blue.    We  again  refer  you  to  the  Amerii-an  I   * 
Institute  for  information  and  sugirest  that  you  secure  samples  from  all  Amf-  * 
manutVturen!>  who  rejH>rt  proiluction  of  soluble  blues. 

Very  truly.  your«,  War  Trade  Boart. 

C.  S.  Hawrs, 

iUsear^  Asms:' 
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DECEtf3EB'27,  1920. 

'ah  Trade  Boabd^ 

Washington,  D,  C. 
(Attention  of  Mr.  C.  S.  Hawes.) 

Gbntxbmen:  Replying  to  your  favor  of  the  23d,  would  say  you  have  misunderstood 
ir  letter  of  December  22. 

We  B«it  you  a  sample  of  the  greenish  shade  we  desired  and  also  the  other  samples  (4) 
hi  cb  were  dyed  witn  domestic  dyes.  You  may  have  taken  It  that  the  sample  marked 
uttroff ,  Fickhaidt  Co.  was  a  German  color,  hut  this  ia  the  only  shade  they  can  give  us 
f'doinestic  manufacture.    They  have  no  foreign  <color.  nor  can  tftiey  give  us  any. '. 

Ilowever,  we  have  this  day  written  the  American  Dyes  Institute  for  information 
ley  have,  but  we  doubt  if  they  can  give  us  further  information,  as  we  have  taken  this 
p  with  nearly  all  of  the  domestic  manufacturers  and  with  the  result  we  gave  you  in 
urs  of  the  22(i. 

Yours,  truly, 

Brehm  &  Stehle. 


December  27,  1920. 
kJiERicAN  Dyes  iNsrmjTE, 

SiO  Broadway  J  New  York]  N.  Y. 

Gentlemen:  We  have  been  referred  to  you  by  the  War  Trade  Board  for  informa- 
\oh  as  to'  the'diajiufacturers  of  solvere  blues. 

We  want  to  o\>tain  a  soluble  blue  greenish  shade  similar  to  soluble  blue  3  BB  of 
xeipeibeimets  before  the  war,  or  Badische  3^  blue. 

We  have  obtained  a  number  of  samples,  but  they  are  all  too  reddish.    We  desire  the 
^eeniflh  shrde  and  must  be  clear  color. 
We  trust  you  will  be  able  to  give  us  the  information.    Thanking  you,  we  are, 
Yours,  truly, 

Brbhm  &  SmiLB. 


Ambrican  Dybs  Institute, 
New  Yorhj  January  27,  1921, 
Brehm  A  Stbhls, 

Trenton  and  AlUghanif  Avtnuet,  PkUadelphia^  Pa, 

6Bi«TLBinEM:  Referring  to  your  inquiry  of  December  27,  1020,  for  the  names  of 
doflwfltic  BianulactHren  of  Bolnble  bhM,  l^hultz  No.  $39>  we  would  request  that  vou 
add  to  the  list  of  manufacturers  of  this  product  already  given  you,  the  name  of  New 
York  Color  &  Chemical  Co.,  96  John  Street,  New  York  City. 
Very  truly,  yvuts, 

H.  E.  Danner,  Treasurer . 

American  Dtbs  Instttute, 

New  York,  May  h6,  1921, 
Messrs.  Brehm  A  Stehle, 

Philadelphia,  Pd. 

Gbntubmen:  Referring  to  your  inquiry  of  December  27,  1920,  for  the  names  of 
domestic  manufttcturers  of  scHuble  blue,  Schultz  No.  539,  we  would  advise  that  we 
are  in  receipt  of  information  from  E.  I.  du  Pont  de  Nemoure  d  Co.,  Wilmington,  Del., 
to  the  effect  that  they  are  manufacturing  two  brands  of  soluble  blue,  which  they  call 
du  Pont  Soluble  Blue  R  and  3R,  which  they  have  standardized  especially  for  paper. 
Very  truljr,  yours, 

H.  E.  Danner,  Treaturer    . 

No. . 

application  POR  allocation  op  GERMAN  DYES  (bOTH  VAT  AND  NONVAT  DYES)  FOR 

CONSUMmON  DtTRINO  A  SIX  MONTHS*  PERIOD. 

'     -  Readino,  Pa.,  September  23,  1920. 

To  BuRBAU  OP  Imports, 
War  Trade  Board  Section, 

Department  of  State,  Washington,  D.  C. 

We  hereby  certifjr  that  the  dyes  hereinbelow  described  are  the  estimated  require- 
inents  for  consumption  in  our  plant  during  a  six  months'  period ;  and  we  hereby  make 
application  for  license  to  import  the  same  for  the  fc^lowins  reasons  (check  reason  in 
puagraph  1  below  or  indicate  reason  in  spaces  in  paragmph  2  as  may  be). 
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I 

(1)  Unobtainable  from  United  States  sources  (check  here),  or  (2)  althon^  **.'J 
able  from  United  States  sources,  are  not  obtainable  because  of  (a)  luamtiLZiA 
prices  (check),  (b)  unreasonable  delivery  (check),  (c)  inferior  quality  (cbec^  • 

We  undertake  and  agree  that  all  dyes  of  German  origin  which  ma^  be  tKnr^ 
us  pursuant  to  the  rales  and  regulations  of  the  War  Trade  Board  Section  viU  ht  -4 
bv  us  for  our  own  manufacturing  purposes  and  will  not  be  sold  or  otherwiK  dm-< 
of  except  with  the  approval  of  the  Bureau  of  Imports,  and  we  further  agroe  to  prnc 
inform  the  War  Tmde  Board  of  the  actual  date  of  receipt  at  our  plant  of  th«  d- ' 
such  part  of  them  for  whidi  a  license  may  be  granted  in  accordance  herewith 

If  more  than  two  dsres  are  needed  securely  attach  list  hereto. 

I 

Designation  of  dye.  Schnltx  No.        Pn.  1 


BrUUaat  benco  vldet  B  (Bayer) >  Notgf 

SambMi  black  D  (Berlin) do 

Faat  black  L  (Bayer) 1 do 


1 


II  Schultz  number  is  not  found  in  Schultz  dye  table,  1914  edition,  1  iMiifj  if  ;•>- 
lible  under  proper  group  as  given  bv  Schultz,  or  give  complete  detuled  iDMBairj 
by  which  dye  in  question  may  be  id.entified. 

(Name  of  corporation,  tern,  or  lDdhi±» 

(Name  of  oflloer  aotlioriiad  to  aet  i 


War  Traj>i  Boako. 

Washington,  SepUmbw  f9. 19: 
HsADiNO  Dyiino  Co., 

Reading^  Pa. 

Gintlbmbn:  Referring  to  your  application  of  September  23^  1920,  we  beg  to  is.'  r: 
you  that  an  allocation  certificate  can  not  be  granted  for  the  importaitkxi  of  :«=.«< 
lilock  I)  and  fast  black  L  German  dyes,  investigation  having  disclosed  that  'J--« 
dyes,  or  satisfactory  substitutes,  are  now  obtainable  in  suflficient  quantitify  <*'- 
domestic  sources  in  the  United  States  on  reasonable  terms  as  to  price,  qvatity  c 
delivery  to  supply  domestic  requirements.  On  inquiry  the  Americmn  Dy«s  iMimv 
320  Broadway,  JMew  York,  will  inform  you  of  the  names  and  addrassos  of  the  doMv:- 
makers  of  these  dyes. 

Very  truly,  yours, 

BuKKAU  or  bpotr^ 
By  OuvB  K.  Gani. 

War  Tradb  Boabd. 
Wathington,  October  4,  tr. 
Hradino  Dybinq  Co. 

Reading y  Pa, 

(i  sntlkmbn  :  Referring  to  your  application  for  an  allocation  certificate  allovific «  - 
to  import  Benzo  fast  black  L,  we  wrote  you  that  we  were  unable  to  grant  yon  »b«i^> 
tlon  certificate  for  the  reason  that  this  dye  is  now  being  manufactured  in  the  I'zr*- 
States  on  reasonable  terms  as  to  price,  quality,  and  delivery.  We  ha%'e  been  rciu' 
informed  that  Uiis  is  a  fact  and  that  the  Quaker  City  Corporation,  of  fhiladt-JT^'* 
with  an  office  at  15  William  Street,  New  York  (^ty,  are  the  seHing  sgevu  K  '■ 
imrticul ar  (^olor .  We  are  sending  you  this  information  for  the  reason  that  the  Ao--  v 
Pyitri  InHtitute  have  advised  us  that  they-have  no  definite  information  regarduL:  ' 
nianufiu'tiirors  of  this  particular  product. 

Very  truly,  yours. 

War  Trade  Board  Sacnox. 
C.  S.  Hawbs,  Re»eank  .Un«tt^ 


AKBRICAN  DtB   iMSTTTCTf 

New  York,Octebtr7.ry' 

ItHAUiNO  Dyking  Co., 

Reading,  Pa. 

i  Untlrm KN :  We  are  in  receipt  of  your  letter  of  October  5,  in  which  yon  aik  Iy  '- 
iiKiiius  o(  domestic  manufacturers  of  fast  black  L  and  Zambesi  black  D.         ^ ^ 

Wn  roRrot  that  at  this  writing  we  are  unable  to  give  you  the  namea  of  an^  ^i*"^! 
niaiiufut'tnrors  of  these  products,  but  we  have  included  them  in  our  inqoiTT  N:  ** 
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• 

BBued  to-day  to  all  dyestuff  numu&cturers  in  this  country,  and  any  replies  that  we 
nay  receiveof  interest  to  you  we  will  immediately  pass  on  to  you. 

However,  lor  your  information,  we  would  advise  you  that  we  have  in  our  records 
he  following  products: 

Zambesi  black  B.  H.^  Norton  No.  A-49,  made* by  National  Aniline  A  Chemical  Ck>., 
>1  Burling  Slip,  New  York  City. 

Zsanhpia  black  V,  Norton  No.  A-55,  made  by  Newxx>rt  Chemical  Works,  Passaic, 
S .  J.,  and  National  Aniline  &  Chemical  Co.,  21  Burling  Slip,  New  York  (offer  subeti- 
Aite  to  be  ready  Sept.  15, 1920). 

It  may  be  to  your  advantage  to  communicate  with  the  above-mentioned  firms. 
Very  truly,  yours, 

H.  £.  Dannsr,  Treasurer 

American  Dyes  iNdiiTurK, 

New  York,  October  26,  19t0. 
Keai>ino  Dteino  Co., 

Reading,  Pa. 

Gbntlehen:  Refemng  to  your  inquiry  of  October  5  for  domestic  manufacturers  of 
Benzo  faat  black,  Norton  No.  A-169,  we  would  advise  you  that  National  Aniline  & 
Chemical  Co.,  21  Burling  Slip,  New  York  City,  and  Newport  Chemical  Works  (Inc.), 
Paseaic,  N.  J.,  offer  their  direct  black,  as  being  equal  in  all  respects  to  Benzo  fast 
black. 
It  may  be  to  vour  advantage  to  communicate  with  these  two  firms. 
V  ery  truly,  yours, 

H.  £.  Danner,  Treaturer, 

War  Trade  Board, 
WashtTigUm,  Janvary  27, 19tl. 
Reading  Dyeing  Co., 

Rmding,  Pa. 

Gentlemen:  Referring  to  your  application  of  January  19,  1921,  we  beg  to  advise 
vou  that  an  allocation  certificate  can  not  be  granted  you  for  the  importation  of  Benzo 
tast  black  L  German  dyes,  investi^tion  having  disclosed  that  a  satisfactory  substitute 
for  this  dye  is  obtainable  in  sufficient  quantities  from  domestic  sources  on  reasonable 
terms  as  to  price,  quality,  and  delivery  to  satisfy  domestic  requirements.  On  inquiry 
the  American  Dyes  Institute  at  320  Broadway.  New  York,  will  inform  you  of  the 
names  and  addresses  of  the  domestic  makers  of  tne  substitute  dye. 
Very  truly,  yours. 

Bureau  ojp  Imports, 
By  L.  J.  Robinson. 

War  Trade  Board, 
Washington,  February  19,  1921. 
Heading  Dyeing  Co., 

Reading,  Pa. 
Gentlemen:  Replying  to  your  letter  of  February  7,  1920,  in  regard  to  Benzo  fast 
black  L,  we  have  examined  the  sample  dyeings  you  sent  with  much  interest  and 
must  confess  that  the  American  products  that  you  have  tested  do  not  seem  to  do  the 
work  of  the  Bayer  product.  We  note,  however,  that  you  have  used  Erie  gray  M 
made  by  the  National  Aniline  &  Chemical  Co.  According  to  our  information,  the 
dye  which  the^r  claim  may  be  used  in  place  of  the  Bayer  product  is  known  as  Diazine 
black  DR.  Will  you  kindly  advise  us  whether  you  have  tested  tliis  American  product? 
Since  writing  you  we  have  also  learned  that  the  Du  Pont  Co.  manufacture  Ponta- 
mine  fast  black  LL,  which  we  understand  is  the  same  as  the  Bayer  product  known  as 
Benzo  fast  black  L.  Will  you  kindly  advise  whether  you  are  familiar  with  both  of 
these  domestic  dyes?  Upon  receipt  of  your  reply  we  will  take  prompt  action  in 
r^rard  to  your  application. 

Regretting  that  there  has  been  any  delay  in  this  matter,  and  assuring  you  of  our 
cooperation,  we  are, 

Very  truly,  yours. 

War  Trade  Board, 
C.  A.  Hawes, 
/  Research  Assistant. 
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Fbbruart25,  If.. 
War  Trade  Board, 

Department  of  States  Wa^hingtony  D.  C. 

Gentlemen:  Your  letter  of  the  l|Hh  instant,  relative  to  our  appltcfttkm  i-c  v 
allocation  certiftcate  for  the  importation  of  Benzo  fast  black  L,  dulv  receive!  ^: 
following  out  the  suggestions  we  herewith  inclose  sample  dyeings  with  benzo  faM  !•>  • 
L«  and  Dn  Pont  Pontamine  fast  black  L  L,  which  we  believe  will  speak  for  th«si»4  - 

We  want  this  product  not  for  blacks  but  for  grays,  something  that  will  co  v;:  "• 
cotton  and  silk  fibers  alike,  and  so  far  as  our  knowledge  goes  Benzo  fast  Mark  L  j> " 
only  product  that  will  so  act.    National's  diazine  black  D  R  is  much  more  oca*  • 
factory  than  Erie  gray  M  or  Pontamine  fast  black  L  L. 

In  view  of  the  foregoing,  we  trust  you  will  now  see  it  possible  to  issue  a  r«tii  b  • 
without  delay,  as  we  are  in  urgent  need  of  the  product. 

Thanking  you  for  your  consideration  and  awaiting  your  favorable  reply,  we  v^ 
Yours,  truly, 

Reading  Dyring  « 


War  Trade  Board. 
Washingum,  Monk  1,  l*':^ 
Hbadino  Dyeing  Co., 

Reading^  Pa. 

(f  entlkmen:  We  have  read  your  letter  of  February  25  with  much  interen     \x^ 
much  M  the  Dupont  Co.  has  advised  us  that  their  Pontamine  fast  black  LL  is  id<%*.  % 
with  the  Bayer  product  known  as  Benzo  fast  black  L,  we  are  at  a  loos  to  aiid«r<k: 
why  you  do  not  secure  the  same  results  with  both  dyes. 

tinder  the  circumstances  we  believe  it  would  be  advisable  for  you  to  tend  'i*  • 
Mm  pie  of  the  Benzo  fast  black  L  that  was  used  on  the  half  silk  hose  that  you  iv£t  -.* 
W')  would  like  to  make  tests  on  our  account,  after  which  we  will  be  pleand  ip  r  - 
further  consideration  to  your  application. 
Very  truly,  yours, 

War  Trade  Board. 
C.  S.  Hawks, 


March  S.  IflCi 

War  Trade  Board, 

Department  of  State^  Washington^  D,  C. 

(Ientlbmen:  In  response  to  your  letter  of  the  1st  instant,  by  Mr.  C.  8  Hs«v* 

wo  inclose  herewith  product  samples  of  Bayer's  Benzo  fast  black  L  and  Dop::* 

Pontamine  fast  black  LL,  such  as  were  used  in  dyeing  up  the  silk  hose  sent  vac  -^ 

Kobruary  25. 

Upon  receipt  and  testing  of  these  samples  we  will  be  glad  to  hear  from  yoo  furth^ 

Yours,  truly, 

Rbadino  Dtring  < " 

War  Trade  Board. 
WaakingUm,  Mcrthti.  nr. 
Reading  Dyeing  Co.  (Inc.), 

Reading^  Pa. 

(Ibnti.emen:  Referring  to  recent  correspondence  in  regard  to  your  apph»'»  = 
t^)  import  100  pounds  of  Benzo  fast  black  ( Bayer),  we  are  at  a  loss  to  understand  ^  ^  ' 
happens  that  Pontamine  fast  blark  LL,  which  the  producers  claim  is  identical  witi:  '** 
f»av«r  product,  will  not  do  the  same  work.  As  we  understand  that  there  t»  -^ 
di  (torn nee  in  the  method  of  apphang  this  color  to  cotton  and  rilk,  we  are  wnria: ' 
wk  you  to  advise  us  just  how  vou  applied  the  Pontamine  fart  hla^^k  LL,  ^  r- 
Kiroipt  of  this  information  we  will  take  prompt  action  on  your  application. 
Very  truly,  yours, 

War  Tradk  Boa  eh. 
r.  S,  TT^wr««. 

Reu  nh  Aisialf' 
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March  22,  1921. 
AR  Trade  Board, 

Depctrtment  of  State,  Wcuhingtoriy  D.  C. 

GE>m.K3fEN:  We  have  your  letter  of  the  21st  relative  to  our  application  to  import 
enzo  fast  black  L,  and  in  reply  would  state  in  dyeing  up  the  samples  sent  you  on 
ftbniary  25  last  the  same  procedure  was  followed  in  each  case,  but  with  an  entirely 
Lfforent  result,  which  conchiaively  proves  that  Pontamine  fast  black  LL  is  not  a 
iiififactory  substitute  for  Benzo  fast  black  L. 

The  rhi  Pont  i^eople  in  submitting  their  sample  to  us  did  not  mention  any  special 
r  i^culiar  way  in  which  their  product  should  be  applied,  and  should  any  special 
andlii^  be  required  we  believe  they  would  have  so  notified  us. 

It  eeems  somewhat  strange  to  us  that  we  should  have  so  much  trouble  in  procuring 
n  iinjxjrt  license  for  this  product  when  we  know  of  at  least  two  of  our  competitors 
rho  have  brought  in  much  larger  quantities  of  this  product  than  we  are  asking  for 

license  foV,  and  as  a  consequence  our  trade  is  leaving  us,  as  we  are  unable  to  meet 
he  requirement. 

In  view  of  the  correspondence  we  have  had  and  the  samples  submitted,  we  believe 

favorable  response  to  our  application  should  now  be  granted. 
Yours,  truly, 

Reading  Dyeing  Co. 


War  Trade  Board, 
t  Washingtimj  March  iS,  1921, 

t<EADiNG  Dyeing  Co., 

Reading,  Pa. 

Gentlemen:  Replying  to  your  favor  of  March  22,  we  inclose  herewith  allocation 
certificate  No.  6267  for  100  pounds  of  Benzo  fast  black  L  (Bayer)  for  which  you  applied 
:jn  Janaary  19, 1921.  We  are  at  a  loss  to  understand  why  the  Pontamine  fast  black  LL 
will  not  do  the  same  work  as  Benzo  fast  black  L,  and  are  taking  up  this  question  direct 
with  the  Dupont  Co.,  as  you  may  see  from  inclosed  carbon  of  our  letter  of  even  date 
to  them. 

Please  note  that  the  issuance  of  this  allocation  certificate  must  not  be  considered  a 
pre?edent.  If  our  investigations  prove  conclusively  that  the  Pontamine  fast  black 
LL  is  identical  with  the  German  product,  future  applications  for  this  color  will  be 
refused . 

Very  truly,  yours, 

War  Trade  Board, 
C.  8.  Hawes, 

Research  AsvuLeni. 

March  23, 1921. 
E.  I.  Du  Pont  de  Nemours  &  Co., 

.  Wilmington,  Del. 

Gentlemen:  We  have  recently  had  some  correspondence  in  regard  to  an  applica- 
tion for  100  pounds  of  Benzo  fast  black  L.  I  wrote  you  on  February  26  in  regard  to 
this  color  and  you  replied  on  March  1,  your  file  3065- WVR.  Further  co^espondence 
with  the  applicant  brings  the  following  information,  dated  March  22: 

*' We  have  your  letter  relative  to  our  application  and  in  reply  would  state  in  dyeing 
up  the  samples  sent  you  on  February  25  la^t  the  same  procedure  was  followed  in  each 
<*ase,  but  with  an  entirely  different  result,  which  conclusively  proves  that  Pontamine 
fast  black  LL  is  not  a  satisfactory  substitute  for  Benzo  fast  black  L. 

"The  Du  Pont  people,  in  submittibg  their  sample  to  us,  did  not  mention  any  special 
<jr  per.'uliar  way  in  which  their  product  should  be  applied,  and  should  any  special 
handhng  be  required  we  believe  they  would  have  so  notified  us." 

On  the  strength  of  this  letter  and  the  fact  that  there  ha^  been  some  delay,  we  have 
i-'^ued  an  allocation  certificate  for  a  special  purpose,  but  have  informed  the  applicant 
that  he  must  not  consider  this  a  precedent. 
Very  truly,  yours. 

War  Trade  Board, 
C.  S.  Hawbs, 

Researdi  Assistant. 
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(Letter  from  customer  complaining  of  unsatisfactory  results  It  - 
using  substitute  for  Sol  Blue  3B :)   » 

PHILADELPHIAt    Pa.  Jtd^  SO,  ;>T 

Brehm  &  StehlEi 

Trenton  and  Allegheny  Avenues,  City. 

Gents:  Please  advise  us  at  once  in  regard  to  your  analine  blue  aluuie  <m  ooc-  - 
We  are  having  daily  complaint  on  this  color.    Have  been  in  buniiesi  aQixv>  '■ 
years,  and  previous  to  the  war  never  have  had  any  on  this  shade.    Host  iooi**  -. 
this  being  as  formerly  was.    An  early  reply  will  oblige. 
Yours,  etc., 

Tinkler  A  Co.  tlv 

STATEMENT  OF  HEBMAV  A.  MBTZ  (Besomed). 

Mr.  MsTZ.  Let  me  just  touch  on  the  statement  this  morning  w/z 
reference  to  naphthalene.  Crude  naphthalene  is  free  and  alwap  im 
been  free,  and  always  will  be,  because  it  is  a  waste  product.  But  i*r 
refined  naphthalene  is  not  free;  and  that  is  what  we  have  eot  to  qv 
So  the  interruption  with  reference  to  naphthalene  was  sim|My  anotL** 
interruption,  and  nothing  else.  I  should  have  said  refined  napLt:.* 
lene  instead  of  naphthalene. 

I  might  say,  also,  in  regard  to  Senator  Watson's  statement  just  d  « 
that  you  will  remember  that  the  gentleman  who  was  most  actir"  .: 
keepmg  indigo  on  the  free  list  is  the  man  who  is  now  with  the  Du  Po^ - 
trymg  to  put  a  duty  on.  He  was  the  man  who  went  aroimd  ami  sc 
the  manufacturers  trying  to  get  petitions  signed  with  reference  x*- '.' 
Senator  Smoot  knows  him. 

Senator  Smoot.  I  have  known  him  for  30  years. 

Mr.  Metz.  He  never  shows  up  in  public. 

Senator  Watson.  I  do  not  know  anything  about  him. 

Mr.  Metz.  I  am  trying  to  tell  you  somethmg  about  him. 

Senator  La  Follette.  Have  you  anything  further  to  sav.  Mr 
Metz? 

Mr.  Metz.  No,  sir.     I  am  going  to  answer  any  questions  that  ,r<  : 
desire  to  ask.     I  trust  that  other  manufacturers  will  be  pat  in  :l 
same  position  and  have  to  answer  questions.     I  am  willing  to  b<»  p. 
under  oath  and  give  the  facts.     Let  us  get  the  facts. 

Senator  La  Follette.  Who  are  the  largest  manufacturers  of  d*'- 
stuffs  in  the  United  States  ? 

Mr.  Metz.  Formerly? 

Senator  La  Follette.  Now. 

Mr.  Metz.  To-dav,  the  National  and  the  Du  Fonts,  or  the  Alb^ 
as  they  call  themselves  in  the  new  combination. 

Senator  LaFollette.  What  is  the  correct  name  of  the  Natiomi 

Mr.  Metz.  The  National  Aniline  &  Chemical  Co.  It  was  the  •  . 
Schelkoff  plant  in  Buffalo  combined  with  the  National  Aniline,  ir- 
General  Chemical  Co.,  the  Semet,  the  Solvay,  of  Syracuse,  tr- 
General  Chemical  Co.,  which  are  the  big  acid  crude  chemical  xnir:- 
facturers,  and  the  Barrett  Manufacturmg  Co.,  who  make  coal  *^' 
They  are  coal-tar  distillers. 

Mr.  Demming.  There  are  nine  of  them  altogether. 

Senator  La  Follette.  Let  us  get  them  right. 

Mr.  Metz.  I  do  not  say  there  are  nine  of  them.  The  XaUtCt 
Company  itself  combined  some  other  plants  before  it  went  into  t.n>* 
combination — combined  the  Beckers  plant,   the  Grasselli  Co..  t:* 
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enzol  Piroducts.  Four  big  ones  now  constitute  the  Allied  Chemical 
^.f  and  it  is  a  perfectly  proper  combination,  because  it  is  on  the  same 
les  as  the  Grerman  combination. 

Senator  McCumber.  What  do  you  mean  by  saying  it  is  a  proper 
>nibLnation  ? 

Mr.  Metz.  They  control  it  from  the  raw  material  up. 
Senator  McCumber.  That   combination   is   able    to   control    the 
larket  ? 

Mr.  Metz.  Yes,  sir.     It  would  be,  eventually.     That  is  what  I  am 
fraid  of. 

Senator  McCumber.  Do  you  call  that  proper  ? 
Mr.  Metz.  I  would  call  it  so  from  tne  industry  point  of  view. 
Tie  industry,  to  be  compact,  must  have  all  its  elements  controlled, 
he  same  as  tne  Gerinans  did. '  What  they  do  after  they  are  organized 
s  another  thing.  But  I  say  it  is  proper  to  have  a  plant  making 
hese  thin^  on  a  large  scale  and  to  control  these  various  steps. 

Senator  McCumber.  What  you  mean  is  that  it  is  proper  in  order  to 
aake  a  sreat  success  of  the  Allied  Co.  ? 

Mr.  !&u:tz.  I  am  not  criticising  it.  That  is  what  I  mean.  It  is  a 
)roper  step  toward  the  industry. 

Senator  McCumber.  It  might  not  result  beneficially  to  the  public  ? 

Mr.  M^i^-  That  is  another  proposition. 

Senator  La  Follette.  What  proportion  of  the  80  per  cent  that  is 
low  manufactured  in  Uiis  country  of  the  dyes  that  are  used,  as  I 
understand  it,  is  produced  by  the  jellied  Chemical  Co.,  approximatelv  ? 

Mr.  Metz.  That  is  hard  to  say,  because  there  are  so  many  bulk 
colors.  Take  the  direct  black  and  the  sulphur  black  and  the  mdigo. 
Fifty  per  cent  of  all  is  used  in  this  country. 

vSenator  Smoot.  That  is,  in  pounds  ? 

Mr.  Metz.  Yes,  sir;  I  am  speaking  of  poundage.  £ither  one  could 
supply  the  country  direct  black  and  sulphur  black.  They  could  do 
the  same  thing.    They  are  oversupplied;  that  is  what  I  mean. 

Senator  La  Follette.  That  is  the  result  of 

Mr.  Metz.  Export  trade  which  they  had  heretofore,  and  the  short- 
age in  the  rest  of  the  world. 

Senator  La  Follette.  And  the  embargo  which  the  war  caused  ? 

Mr.  Metz.  And  manufacturing  here  for  the  rest  of  the  world,  which 
we  can  not  retain  entirely,  in  the  nature  of  things. 

Senator  La  Follette.  Next  to  the  Allied  Chemical  Co.,  which  is 
the  largest  ? 

Mr.  metz.  I  should  say  the  Du  Pont  make  the  next  largest  nimi- 
ber  of  things.  That  is  entirely  new,  since  the  war,  as  far  as  colors 
are  concerned.  The  other  one  has  been  here  for  30  years  and  made 
a  very  good  line  of  colors  before  the  war. 

Senator  LaTollette.  Those  are  two  of  the  largest  producers,  and 
you  have  named  them  in  the  order  of  their  production  ? 

Mr.  Metz.  Yes,  sir. 

Senator  La  Follette.  Name  two  or  three  more. 

Mr.  Metz.  Then  there  is  the  Grasselli  Chemical  Co.,  the  dyestuff 
department. 

Senator  La  Follette.  That  would  come  next,  in  your  opinion  i 

Mr.  Metz.  It  should  come  next,  because  they  are  very  well  equipped 
for  this  class  of  work  and  a  very  good  able  concern  to  establish  the  in- 
dustry, because  they  also  have  the  acids.  They  are  a  very  significant 
factor  in  the  industry. 
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The  next  is  the  Newport  Co.  I  put  them  next  because  they  al» 
control  crudes  by  having  coke  ovens  in  Milwaukee,  and  thej  made 
a  lot  of  money  out  of  phenol  during  the  war.  They  had  ampis 
money  to  put  into  it  from  the  coal-tar  business. 

The  next  would  be  between  the  Calco  Chemical  Co.  and  Sherwm-' 
Williams  and  then  smaller  ones,  down  to  the  plant  that  the  Swia 
bought  here,  which  is  a  Cincinnati  plant. 

Senator  La  Follette.  Have  you  been  in  attendance  on  the  hew- 
ings  before  this  committee  ? 

Mr.  Metz.  I  was  here  several  davs  this  week,  and  I  was  here  tf» 
years  ago.     I  have  heard  most  of  tne  testimony. 

Senator  La  Follette.  Do  you  know  whether  these  large  chemieil 
companies  have  appeared  here  ? 

Mr.  Metz.  They  did  not.     They  let  Mr.  Choate  appear  for  than, 
usually.    Counsel  appeared  for  the  Bayer  people.     Mr.  Howard  ip- 
pearea  for  most  of  tnem  as  the  chairman  of  the  Manufacturing  Cb 
ists'  Association  of  which  I  am  also  a  member.     I  am  a  member  cf 
these  organizations  and  have  been  for  years. 

I  suppose  that  the  best  estimate  I  can  give  you  on  the  size  of  tbe 
plant  would  be  the  basis  of  assessment  I  gave  you  by  the  dyes  insti* 
tute,  givingall  the  assessments  and  the  proportion  in  which  they  are 
assessed.  That  is  based  on  their  output.  I  think  I  am  fourth  or 
fifth  in  the  list. 

Senator  La  Follette.  Have  you  that  list? 

Mr.  Metz.  I  gave  it  to  you.     1  do  not  think  I  got  it  back. 

Senator  McC umber.  It  was  given  to  the  stenoOTapher,  was  it  not! 

Mr.  Metz.  I  am  not  certain.     I  do  not  believe  I  got  it  back. 

Senator  McCumber.  It  was  put  in  the  testimony,  I  am  pretty  cer- 
tain. 

Senator  La  Follette.  I  am  not  certain,  Mr.  Chairman. 

Mr.  Metz.  If  that  particular  list  was  not  put  in,  it  is  here,  giTJnif 
the  proportions  of  the  assessment  and  the  total,  and  simply  showing; 
approximately  the  size  of  each  of  the  concerns.  They  are  not  all  on 
the  list,  but  it  is  practically  a  fair  list. 

Senator  La  Follette.  I  think  I  have  found  it;  is  that  it  [handingt 
paper  to  the  witness]  ? 

Mr.  Metz.  That  is  approximately  correct;  at  least,  in  the  judgment 
of  men  who  ought  to  know  something  about  it. 

Senator  La  Follette.  Will  you  read  from  that  list  a  half  a  dozen 
of  the  highest  assessments  ? 

Mr.  Metz.  All  right,  sir.  First,  the  National  Aniline  &  Chenucil 
Co.,  21  per  cent.  Then  we  have  the  Du  Pont  Co,  assessed  20.5  pff 
cent.     Then  the  Newport  Chemical  Co.,  8  per  cent 

Senator  Watson.  Wliat  do  you  mean  by  that  ? 

Mr.  Metz.  Out  of  a  hundred  or  a  thousand.  They  figure  their 
points  here.  That  is  how  they  get  it.  It  is  a  sort  of  a  criterion  rf 
the  size. 

The  Grasselli  Co.  is  6.1  per  cent.  Then  the  Butterworth-Judson 
Corporation,  0.02.  The  Ault  &  Wiborg — that  is  the  one  the  Swi* 
bought — is  5  per  cent. 

The  Atlantic  Dyestuff  Co.  is  only  0.02  per  cent.  I  am  down  for 
4  per  cent.  The  Consolidated  Chemical  Co.  is  one  of  my  plants^ 
The  Dow  Chemical  Co.  is  3  per  cent 

Senator  Watson.  The  Tariff  Commission  has  made  out  a  complft^ 
list  showing  the  percentage  of  each  company,  has  it  not  t  I 
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w£r.    A4ETZ.  This  is  an  assessment  by  the  Dyes  Institute.     This  is. 

t  official.     It  is  their  own  little  coterie. 

Senator  Smoot.  They  do  not  all  belong  to  that  ? 

Mr.     Metz.  No,  sir.     Sherwin-Williams  is  3J  per  cent.     That  is. 

oiit  trlie  basis  of  the  larger  ones. 

Senator  La  Follette.   i  ou  might  put  the  entire  list  in  the  record. 

INIr.  !Metz.  That  is  the  percentage. 

Sen.ator  La  Follette.  Have  you  the  amounts  here  ? 

INXr.  !Metz.  I  have  the  amounts  here  of  each  one. 

Senator  La  Follette.  Put  that  in  instead  of  the  percentages. 

(Tlxe  statement  referred  to  and  submitted  by  the  witness  is  as 

American  Dyes  Institute. 
Financial  statement  as  of  Jan.  7,  1921. 

ASSETS. 

anJ^  l>&lance  and  petty  cash $20, 170.  lA 

ccounts  receivable  (as  per  attached  sheet) , 27, 298. 17 

47, 468.  31 

LIABILITIES. 

i^ccounts  payable  (as  shown  below) 21, 864.  25. 


David  L.  Delman 

General  Fireproofing  Co-. 

Knickerbocker  Ice  Co. . : .- ..,..-....-•....... 

John  G.  Mohair  (printer) 

The  London  'Hines.......... ....... .. . ... ............... .... . .... . . 

Western  Union  Telegrajrfi  Co ; ........................ 

Crystal  Spring  Water  Go. . : : 

Evartfl,  Choate,  Sherman  A  Leon 21, 505. 01 

Geo.  F.  Of .:..•.....:.. 2.00 

William  E.  Rudge  (printer>. -..:....... 22.  82 

The  Clinton  Press.. ... .. ...-...-.; 137. 47 


25, 604. 06 

35.61 

88.00. 

3.24 

55.  75 

.    1L20 

1.15 

2.00- 

Total ....::......:...: 21,  864.  25 

New  York,  February  24,  1921. 

Examined  and  found  correct. 

Barrow,  Wap.^,.  Guthiub  &  Co., 
Auditora. 

INCOME  AND  EXPENDITURE  ACCOUNTS,  JAN.  1,  TO  DEC.  31,  1920. 

Amount  brought  forward  from  1919: 

Bank  balance —         

New  York v.:::;::;:;....:.; :;::.....     $3,548.81 

Washington ;..;:..::: : 1,  111.  59 

Petty  cash  balances: 

320  Broadway $2L  33 

130  West  Forty-second  Street ....:..     22.  56 

Washington 54.  74 

98. 63 


Income  received: 

Annual  dues-.  .•.-;:.:;;;;;:.;.:.: 8,  500.  00 

Aseessments  for  1920. . .::.......: 54, 085.  93 

Assessments  for  1919 4, 375.  00 

Assessments  for  trans.  Pr.  report 85.  00 

Bank  interest 223.  26 

Assessments  for  expenses,  Yama  Farms  meeting 995.  07 

Special  assessments,  1920  (attached  schedule) 53, 935.  00 


$4,759.03 
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Sundry  income: 

Check  returned  from  Library  Bureau $72.  60 

From  furniture  sold 26.  40 

Closing  Washington  bank  account 276. 45 

Closing  Washington  petty  cash  apcount 75. 93 

From  ventilators  sold 12. 00 

Deposited  in  Washington  (Mr.  Corwine) 74.  76 

Refund  on  Yama  Farms  meeting  expenses 8. 12 

From  Mr.   Corwine,   to  offset  charges  paid  by 
institute 3. 03 


$548.99 
1122, 74a 


Total 127,507. 

T.ees  refund  to  members  of  amounts  overpaid 2, 401 

Net  total 125,101 

EXPENDirURES. 

Salaries: 

Clerical $4,125.78 

H .  E .  Danner 3 ,  500.  00 

W.R.  Corwine 7,500.00 

Coimsel,  A.  J.  Eddy 51, 000. 00 

Meeting  expenses  (monthly  meetings  and  luncheons) 2, 443.  43 

Printing,  stationery,  office  supplies,  and  sundry  office  ex- 
penses   1,  765.  82 

Stamps 615.68 

Lc^lative  expenses 70, 464. 33 

Dinner,  National  Association  of  Cotton  Manufacturers 40. 00 

Rent 3, 251. 65 

Telegrams  and  telephone 460. 10 

Furniture  and  fixtures 883. 56 

Installation  expenses  (partition  in  office,  130  West  Forty-eec- 

ond  Street) ....*. 434. 00 

Christm^  gifts 65.00 

Moving  expenses 162. 29 

Contribution  to  building  fund.  Chamber  of  Commerce 200. 00 

Auditor,  Barrow,  Wade,  Guthrie  &  Co 200. 00 

Premium  on  bond  for  Mr  Danner 50. 00 

Publications  and  subscriptions  to  trade  journals 846. 59 

Typewriter  repairs 4. 20 

Press  translations  and  clippings 907. 55 

Dues  and  membership  fees  in  other  associations 110. 83 

Traveling  expenses 87. 21 

Expenses  at  cotton  convention 88. 88 

Chemical  exposition 1,  261. 50 

Cables 177.72 

Expense,  Mr.  Eddy's  death  (flowers  and  engrossed  resolution) .  76. 21 

Ice : 37.68 

Towel  service 26. 40 

Water 20.70 

Bank  exchange 1. 64 

Sundry  expenses,  uptown  office 123. 96 

104.» 


Net  income 20»  17t> 


Bank  balance 19,28L 

Petty  cash: 

320  Broadway IL 

130  West  Forty-second  Street 111. 

Mr.  Corwine's  Washington  account 


Total 20,17a 


TAEIFF — DYES  BMBABOO. 


757 


Accounts  recewabU  as  of  Jan,  1, 19ti. 


Member. 


n«rican  Aniline  Products  (Inc.) . . 

iantlc  DyestnffCo 

las  Color  Works 

it  t  er  wortb-Judson  C<xporation . . . 

hn  Caxnpbdl  &  Co 

rtified  Cnemlcal  Corporation 

tnunon wealth  Chemical  Corpora- 
tion   


icks,  David  Co.  (Inc.) 

ow  Chemical  Co 

ye  Products  and  Chemical  Co 

ssejc  Aniline  Works  (Inc.) 

lakill  Chemical  Corporation 

oHand  Aniline  Co 

otliday-Kemp  Co , 

jdrocarbon  Prodacts  Co 

onsanto  Chemical  Works 

aueatuck  Chemical  Co 

eer less  Color  Co 

berwin-WilUams  Co 

ransatlantic  Chemical  Co 

'nited  States  Color  &  Chemical  Go. 


Assess- 
ment, 
1919.1 


Total 

hemical  Foandi^on  (Inc.)< 


1250.00 


250.00 


Dues, 
1920.* 


$250.00 


2saoo 


25a  00 


Assess- 
ment, 
first  6 
months.' 


1750.00 


750.00 


Assess- 
ment, 
third 
quarter, 
1920.* 


t375.00 


375.00 
"37.56 


75a  00 


75.00 


75.00 

3oaoe 


750.00 


2,700.00 


375.00 


37.50 


37.50 

15a  00 


1,387.50 


Assess- 
ment, 
fourth 
quarter, 
1920.ft 


t375.00 

375.00 

37.50 

375.00 

225.00 


225.00 


375.00 
75.00 


37.50 


37.50 

isaoo 


2,287.50 


Special 

ment, 
1920. 


$1,050.00 
1,400.00 

140.00 
1,750.00 
1,750.00 

140.00 

21a  00 
1,05a  00 

2,100.00 
21a  00 
525.00 
140.00 
280.00 
350.00 
14a  00 

1,75a  00 
7oaoo 
35a  00 

2,800.00 

7a  00 

28a  00 


17,185.00 


Total. 


$1,425.00 
2,900.00 

177.50 
3,250.00 
1,975.00 

177.50 

21a  00 

1,275.00 

2,100.00 

21a  00 

2,275.00 

215.00 

28a  00 

35a  00 

540.00 

1,760.00 

7oaoo 

350.00 

2,8oaoo 

720.00 
88a  00 


24,560.00 
2,738.17 


27,298.17 


1  Billed  Dec.  9, 1919. 
*  Billed  Jan.  5, 1920. 


*  Billed  Apr.  20, 1920. 
« Billed  JiUy  20, 1920. 


»  Billed  Oct.  14, 19880. 


Income  from  Jan.  1  to  Dec.  31,  1920. 


Member. 


.Uthoose  Chemical  Co 

American  Aniline  Product8(InJe.) 

Ulantic  Dyestufl  Co 

A.ult&  WiborgCo 

Atlas  Color  Works  (Inc.) 

The  Barrett  Co 

Butterworth-Judson    Corpora- 
tion  

lohn  Campbell  A  Co 

Caleo  Chemical  Ck) 

Certified  Chemical  Corporation. . 

Chemical  Co.  of  America. 

Conmionwealth  Chemical  Cor- 
poration  

Consolidated  Colors  &  Chemicals 

Dicks.  David  Co.  (Inc.) 

Dow  Chemical  Co 

E.  I.  du  Pont  de  Nemours  &  Co. 

Dye  Prodocts  &  Chemical  Co. . . 

E^x  Aniline  Works  (Inc.) 

QrasseUi  Chemical  Co 

Heller  4i  Mens  Co 

HoUaad  Aniline  Co 

HoUidey-Kemp  Co 

Merrimac  Chemical  Co 

Oaskill  Chemical  Corporation. . . 

Uetals  DlsintegratinsCo 

Monsanto  Chemical  works 

Geo.  H.  Morrill  A  Co 

National  Aniline  A  Chemical  Co . 

Naagatuck  Chemical  Co 

Newport  Chemical  Works  (Inc.) 

Orisanic  Salt  A  Add  Ck) 

l^eerless  Color  Co 


Assess- 
ment for 
1919.1 


$75a00 


250.00 
1,25a  00 

l,376w00 


25a  00 
25a  00 


250.00 


Dues, 
1920. 


$260.00 
25a  00 
25a  00 
360.00 
260.00 
25a  00 

250.00 

25a  00 

250.00 
250.00 
250.00 

250.00 
250.00 
250.00 
250.00 
260.00 
260.00 


250.00 
250.00 
250.00 
250.00 
250.00 
25a  00 
250.00 
250.00 
250.00 
250.00 
250.00 
250.00 
250.00 
250.00 


Assess- 
ment for 
1920. 


$3oaoo 

1,125.00 


1,500.00 

112.50 

1,875.00 


675.00 

2,2fia00 

112.50 

450.00 

150.00 
3,000.00 

675.00 

2,250.00 

11,631.25 

3oaoo 


Assess- 
ment for 
transfers 
from 

report.* 


$28.34 


4,575.00 

1,687.50 
300.00 
600.00 
750.00 
225.00 
112.50 
900.00 
150.00 

9,750,00 
300.00 

6,000.00 


28.33 


Yama 

farms 

expenses* 


$lia86 


lia66 


109.36 


54.68 
219.80 


54.68 


28.33 


300.00 


226.27 


54.68 


Special 
assess- 
ment for 
1920. 


$210.00 


2,100.00 


4, 20a  00 


525.00 


2,80a00 


ii,9oaoo 


4,900.00 
2,800.00 


700.00 


17,500.00 
'5,666.60' 


Total. 


$76a00 
1,875.00 
1,11a  80 
1,750.00 

612.60 
6,685.06 

1,626.00 
025.00 

6,700.00 
362.60 

1,684.36 

65a  00 
6,060.00 

025.00 

2,500.00 

23,709.50 

55a  00 

54.68 

9.978.18 

4,787.50 

660.00 

850.00 

475.00 

612.50 

1,150.00 

400.00 

27,764.60 
650.00 

11,904.68 
250.00 
55a  00 


I  BiUed  Dec.  0,1919. 
60713— 21— PT  12- 


>BiUed  June  23, 1920. 


>  Billed  Oct.  11, 1920- 
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Income  from  Jan.  1  to  Dec,  SI,  19Z0 — Goatinued. 


Member. 

Assess- 
ment for 
1019. 

Dues, 
1020. 

Assess- 
ment for 
1920. 

Assess- 
ment for 
transfers 
from 

report. 

Yama 

farms 

expenses. 

Special 
1930. 

Sherwin-Williams  Co 

1250.00 

2saoo 

2SO.0O 

$1,679.68 
46a  00 

B,^* 

Tower  Mamilacturing  Co 

fnXLM      L«a  • 

United  States  Color  &  Chemical 
Co 

S   • 

NewDort  Co 

$54.68! -  ■ 

■*"•""••*•] 

Total 

H37&00 

8,500.00  I54. 085.63 

186.00 

goSb07    5t.fliiLaDii£.a^  ' 

Bank  interest 

Sundry  income 

«»  • 

Amount  brought  forward  from 
1919 

4.7*4 

■•■••••••• 

i 

Grand  total 

-J ir  *c* 

r ""I         .  ' 

Mr.  Metz.  The  disbursements  of  the  Dyes  Institute  which  Smuu- 
Smoot  read  into  the  record,  showing  that  75  per  cent  went  to  coun.^- 
fees  I  have  brought  with  me  because  it  was  asked  for.     I  sapp'M 
that  the  institute  itself  could  give  it  to  you  lust  as  welL     It  giT<« 
detailed  expenses,  office  expenses,  salaries,  ana  everything  else. 

(The  statement  of  disbursements  referred  to  and  auomiited  \>j 
the  witness  is  as  follows:) 

Details  of  legislative  expenses  for  period  of  Jan.  1  to  Dec,  SI,  29fO. 


Tips,  meals,  hotel,  etc 

Sten(^aphic  work 

Postage 

Telephone  and  telegrams 

Sunories 

Public  Printer 

Congressional  Record  and  publications 

Hotel  bills 

Supplies,  postals,  and  envelopes 

Printing,  photography,  etc 

Golso-Brown  Co.,  various  expenditures  incident  to 

distribution  of  A.  D.  Lpamphlet 

Press  Clipping  Service  (U.  Romeike) 

B.  Brown,  expenditures  incident  to  droolarislng 

done  by  legislative  committee 

Article  prepared  and  published  by  Mr.  Adams  in 

Qeneial  i*  ederation  Magazine 

Rapid  Addressing  Machine  Co.,  supplying,  printing, 

addressing,  and  mailing  postals  and  envelopes  in 

connection  djrestufl  hearings 

Traveling  expenses 


January. 


$150.73 

185.54 

&22 

11.60 

3.00 

426.41 

17.50 

991.37 

3ia00 

176.55 

33.75 
128.00 

497.12 

801.20 


February.'  March. 


$110.36 

63.12 

28.11 

4.80 

7.16 


13.60 
1,011.42 


4W.82 
38.04 


$138.19 

5.06 

17.47 

2.07 

1.10 


Aprfl.        I^' 


176.55 
1,18a  50 


830.18 
125.» 


$!■« 


«UL77 


2  a. 


5$.  $8 


MOlOB 


c  « 


Tips,  meals,  hotel,  taxi,  etc. 

Stenographic  work 

Postage . 


Telephone  and  telegrams 

Congressional  Record  and  pubtications 

Hotel  bills 

Supplies,  postals,  and  envelopes 

Evarts,  Cnoatc,  Sherman  &  Leon 

Covington  <t  Burling 

Checks  closing  Washington  account 

Evart*!,  Choato,  Sherman  6i  Leon,  fee  to  Jos.  H.  Choate,  jr.,  up 

to  Oct.  10, 1«» 

Judge  J.  Harry  Covington 

Evarts,  Choate,  Sherman  &  Leon,  Jos.  U.  Choate,  jr.,  traveling 

expenses  to  Paris 

Payment  on  account  Paris  trip  Jos.  H.  Choate,  jr 


July.    I  October. 


N 


$2L00 


»  ■ 

Ik  ■ 


l,OaOL96  . 
915.76  . 
352.38  .. 


$25/)00i» 
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Totali  of  UgiilaUife  expenses  hy  months. 

luary $3, 177. 37 

bniary 2,  e37. 33 

LTch 2,541.50 

flil 113.77 

ne 3, 881. 92 

ly 2,310.10 

tober 25,000.00 

»vember 25, 000. 00 

'oember 5,802.34 

Total 70, 464. 33 

Totals  oj  items  on  acoount  oj  legislative  expenses. 


ps,  meals,  hotel,  taxi,  etc $876.  66 

enographic  work 504. 81 

)slage 82.41 

?lephone  and  telegnin:!^ 63. 05 

indries 31.06 

ablic  Printer 426.41 

)n^e9^ional  Record  and  publications 328. 91 

otel  bills 7,670.28 

ipplies,  postals,  and  envelopes 244. 60 

rinting,  photography,  etc : 176. 55 

Digo  Brown  Co.,  various  expenses  incident  to  distribution  of  A.  D.  I. 

paTiphlct 872.93 

resa  ( 'lipping  Service  (H.  Romeike) 250. 00 

.  Brown,  expenses  incident  to  circularizing  done  by  l^slative  com- 
mittee   497.12 

j-ticle  pj-epared  and  published  by  Mr.  Adams  in  General  Federation 

Magazine 301. 29 

^pid   Addressing  Machine  Co.,   supplying,   printing,   addressing,   and 

mailing  postals  and  envelopes  in  connection  dyestuff  hearings 559.  82 

HveliM:  expenses 289. 33 

A-aris,  Choate,  Sherman  &  Leon 1, 020. 96 

m-ington  &  Burling 915.  76 

[hecks  closing  Washington  account 352. 38 

A'art««,  Choate,  Sherman  &  Leon,  fee  to  Joe.  H.  Choate,  jr.,  up  to  Oct.  10, 

1920 25,000  00 

udge  J.  Harry  Covington 25, 000. 00 

2vart*i,  Choate,  Sherman  &  Leon,  Jos.  H.  Choate,  jr.,  traveling  expenses 

to  Paris 1,505.01 

^ayment  on  account  Paris  trip,  Joe.  H.  Choate,  jr 3, 494. 99 

Total 70,464.33 

Mr.  Metz.  While  we  are  speaking  of  the  Dyes  Institute,  let  me 
say  that  the  institute  was  formed  originally  as  an  open  price  proposi- 
tion.   In  other  words,  it  was  a  system  of  comparing  prices. 

Senator  La  Follette.  That  was  the  purpose  ? 

Mr.  Metz.  That  was  the  purpose;  and,  as  I  understand  it,  Mr. 
Bennett,  who  was  here  this  morning,  was  at  that  time  the  secretary 
and  he  had  charge  of  it,  at  least.  It  was  to  compare  prices,  and  they 
did  that  right  along. 

Senator  La  Follette.  Was  that  with  a  view  of  making  their  prices 
uniform  ? 

Mr.  Metz.  I  think  that  would  be  the  natural  inference.  The  open 
price  question  has  been  before  various  bodies. 

Senator  La  Follette.  Is  that  a  scheme  to  evade  prosecution 
under  the  Shennan  antitrust  law  ? 

Mr.  Metz.  I  said  it  was,  and  I  would  not  go  into  it.  I  have  here 
t^he  records  of  those  who  did,  and  the  articles  they  reported  and  the 
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gales  they  reported  froia  time  to  time  and  the  prices.    That  wa^  *- 
ar^inal  object  of  the  Dyes  Institute. 

Senator  ljA  Follette.  What  was  the  date  of  its  original  orginir: 
tion,  if  you  know  ? 

Mr.  Metz.  I  do  not  know,  exactly.     These  dates  are  repon^  ■. 
March  to  December,  1919.     I  just  picked  them  up.    Mr.  Eadj.  t! 
lawyer  who  had  this  in  charge,  died.     He  was  a  great  open  pr-- 
man.     When  he  died  the  thing  was  abolished.    Very  few  firms  car:  • 
in.    Those  that  did  came  in  to  find  out  what  the  other  fdlowis  n«  - 
doing;  that  is  all.    I  made  the  statement  one  day  in  a  meeting  ^i  & 
I  woiild  sell  four  times  as  much  as  any  of  those  that  did  n-p*.'* 
They  questioned  my  statement,  but  I  proved  it  on  the  books. 

Senator  La  Follette.  Have  you  a  list  of  those  who  were  memU- 
at  the  time  you  were  recjuested  to  come  in  ? 

Mr.  Metz.  I  have  a  list  of  those  who  reported  their  contrart*. 
have  not  all  the  records.  It  simply  shows  the  purpose  an«l  Tb* 
prices  reported  and  the  towns  reported  and  the  quotations.  Wis 
the  purpose  was  I  do  not  know.  They  were  supposed  to  be  r*c: 
dential  with  the  secretary;  but  if  I  were  chairman  of  the  exccuUT- 
committee  I  would  have  found  out  what  the  secretary  had  or  I  wwl  : 
know  why.  If  the  chairman  does  not  know,  he  is  not  the  kind  <•'  ■. 
chairman  I  think  he  is. 

Senator  La  Follette.  Will  you  state  the  commodities  which  j- . 
produce  as  a  manufacturer) 

Mr.  Metz.  I  produce,  in  the  dyestuflf  line,  125  colors  and  quit^  • 
large  number  oi  intermediates,  some  of  which  I  sell  to  the  trade  ti . 
others  I  use  myself  in  manufacturing.  I  have  two  plants,  both  • ' 
which  were  in  existence  before  the  war  on  a  small  scale. 
^  Senator  liA  Foli^tte.  If  this  committee  were  to  adopt  a  pn>>  ■ 
tive  tariff  for  the  industry  in  which  you  are  engaged,  have  you  ir; 
suggestions  to  make  as  to  the  rates  of  duty  that  should  be  uuposK 
upon  these  various  manufactures  of  yours? 

Mr.  Metz.  I  have  worked  out  several  schedules  throng  p* 
Pickrell,  who  was  formerly  in  the  appraiser's  department.  He  u* 
been  with  me  for  some  time.  I  put  them  in  the  record  this  monuitf 
showing  ad  valorem  and  specinc  rates  that  I  think  would  unp^* 
cover  it. 

Senator  La  Follette.  Did  you  include  them  in  your  tcstim^j 
this  morning  ? 

Mr.  Metz.  I  included  them  in  the  testimony.    Mr.  Choate  i^ 
f erred  to  this  propaganda  that  it  was  my  propaganda.     I  hare  d>» 
sent  copies  to  the  Senators,  but  I  would  be  very  glad  to  send  it  t 
each  one  and  let  them  go  into  the  record. 

Senator  La  Follette.  Well,  I  mean  did  you  put  them  in  «it' 
your  testimony  this  morning  ? 

Mr.  Metz.   i  es,  this  morning. 

Senator  Smoot.  Do  I  understand  you  to  mean  that  that  vi?  % 
complete  report  as  to  what  you  think  ought  to  be  done*  as  lo  t " 
dyes  ? 

Mr.  Metz.  It  was  a  complete  analysis  of  prewar  duties^  or  of  tt; 
duties  when  we  had  the  innustry  here,  and  of  what  the  pnces  wi'C 
represent,  etc.    It  shows  what  percentage  of  protection  there  wk^ 
be  under  those  figures. 

Senator  Smoot.  Does  it  cover  the  whole  schedule  ? 
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Mr.  Metz.  It  covers  the  entire  schedule.  Dr.  Pickrell  was  one  of 
le  administratiye  officers,  and  he  knows  all  about  that. 

Senator  Stmmons.  You  do  not  mean  an  entire  schedule  of  the  things 
ou  produce? 

Mr.  Metz.  Oh,  no:  it  would  not  be  a  personal  thing  at  all.  I  told 
im  to  make  up  a  schedule  in  accordance  with  his  experience.  I 
anted  him  to  do  that.  He  came  down  here  at  the  request  of  the 
ariff  Commission  to  assist  them.  They  were  in  my  office  with  him 
insulting  on  the  administrative  features. 

Senator  Shimons.  Are  there  any  special  dyes  made  in  Germany 
lat  we  can  not  produce  in  this  country  ? 

Mr.  Metz.  We  can  produce  anything  on  earth.  The  question  is, 
oes  it  pay  to  do  it.     If  we  had  had  plants 

Senator  Simmons.  Why  doesn't  it  pay? 

Mr.  Metz.  Because  there  are  not  enough  goods  sold.  They  are 
rhat  are  know  as  seasonable  goods,  such  as  silk  shirts  with  stripes, 
or  instance. 

Senator  Simmons.  My  point  is  if  Germany  can  make  it  pay  why 
an't  we  make  it  pay? 

Mr.  Metz.  Because  Germany  made  them  for  the  whole  world. 

Senator  Simmons.  We  have  coal  and  the  raw  products.  Why 
an't  we  make  them? 

Mr.  Metz.  We  can  make  them.  We  can  make  them  in  the  labra- 
ories.  But  the  point  is  that  there  is  not  enough  sale  for  them, 
^e  do  not  care  to  bother  with  them.  There  are  only  small  quanti- 
fies used.  They  are  essential  for  certain  things,  for  certain  purposes, 
ind  therefore  we  ought  to  have  them;  but  they  are  made  in  such 
^mall  quantities  that  it  is  a  question  whether  it  would  pav. 

Mr.  Thompson,  for  instance,  does  printing  for  outsiders.  He  is 
lot  a  manufacturer.  He  does  job  work  for  the  mills.  The  mills 
want  that  particular  thing.  However,  it  does  not  pay  us  to  do  those 
things.  They  are  merelv  odds  and  ends.  It  is  something  that  will 
run  for  one  season  and  then  it  dies  out. 

Germany  supplied  these  before  the  war.  They  do  not  amount  to 
Einvthing.    They  are  sold  in  minor  quantities. 

Senator  La  Follette.  Mr.  Metz,  would  you  be  willing  to  answer 
fulfy  questions  with  respect  to  your  capital  investment,  your  divi- 
dends, what  you  carried  to  surplus,  profits  that  you  have  made,  and 
ill  things  pertaining  to  your  business  that  could  have  a  direct  bear- 
ing upon  tne  Question  of  cost  of  production  in  this  country  ? 

Mr.  Metz.  Yes,  sir;  I  am  willing  to  give  any  information  connected 
^th  my  business  in  any  shape  or  form. 

Senator  La  Follette.  I  want  to  submit  to  each  one  of  these 
witnesses  a  series  of  questions  that  I  have  prepared  covering  those 
subjects.  I  think  that  it  would  be  only  just  and  fair,  Mr.  Chairman, 
that  it  should  be  taken  up  in  the  committee  so  that  we  may  have  a 
determination  by  the  committee  as  to  whether  the  witnesses  are  to 
be  required  to  answer  those  questions.  I  am  unwilling  to  propound 
them  to  one  witness  who  is  willing  to  lav  all  of  the  facts  pertaining 
to  his  business  before  the  committee,  before  the  coimtry,  and  before 
his  competitors,  if  others  engaged  in  the  same  line  of  business  are 
not  likewise  to  be  required  to  answer  them.  I  think  that  is  a  matter 
that  the  committee  should  take  up  and  settle  before  the  questions 
are  propoimded. 
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Senator  McLean.  Do  you  mean  propounded  to  such  witiiea«r<^ 
appear  here  ? 

senator  La  Follette.  Yes;  if  they  appear  here  as  witnessf**— 
they  file  briefs. 

Senator  McLean.  Yes. 

Senator  La  Follette.  I  believe  that  this  committee  shoultl  «••■• 
out  a  set  of  interrogatories  that  would  give  the  committee  the  m*  ■ 
mation  that  any  committee  making  a  just  and  fair  and  scif?.: 
tariff  bill  ought  to  have  in  order  to  make  it,  and  that  the  testim- 
of  no  witness  ought  to  be  accepted  unless  he  is  willing  to  subnii'  * 
those  questions. 

Senator  Simmons.  Not  alone  as  to  dyestuffs,  but  as  to  all  f 

Senator  La  Follette.  As  to  all. 

Senator  Simmons.  I  want  to  say  that  when  we  framed  the  prr-.    • 
law  we  did  exactly  that  thing. 

Senator  La  Follette.  Yes. 

Senator  Smoot.  You  did  ? 

Senator  Simmons.  Without  question. 

Senator  Smoot.  But  they  were  not  such  questions  as  the  Sec*;  ' 
is  now  speaking  of. 

Senator  Simmons.  Oh,  I  did  not  say  that. 

Senator  La  Follette.  I  do  not  care  to  have  my  remarks  put 
the  record  at  this  point.     This  is  simply  a  matter  to  be  deridet!  <::• 
by  the  committee. 

(Informal  discussion  occurred  which  the  reporter  was  dirert««i  *' 
to  record.) 

Senator  La  Follette.  I  do  not  believe  the  testimony  of  any  * 
ness  who  is  not  willing  to  submit  the  facts  of  his  case — the  jusii'-r  •- 
equity  of  it — to  this  committee,  which  is  engaged  in  prepamj 
tariff  bill,  ou^ht  to  have  his  testimony  considered.     I  think  i:. 
neither  the  brief s  nor  the  testimony  of  witnesses  should  be  n^-*  j  »  • 
unless  they  are  willing  to  submit  the  facts  with  regard  to  their  \^* 
ness  to  the  committee. 

Senator  McCuMBER.  I  suppose  that  is  a  matter  to  be  takfo  .' 
later  and  decided  by  the  committee  in  executive  session. 

Senator  La  Follette.  Yes.    I  want  to  ask  the  committee  t^i  *.  • 
it  up  to-day. 

Senator  McCumber.  I  think  that  since  it  is  such  a  momec*  . 
question,  each  one  of  the  members  of  the  committee  ought  to  k'   • 
mat  that  question  is  to  come  up  and  is  to  be  decided  when  it  \  - 
come  up,  so  that  we  can  hardly  do  that  to-day.     The  witness  in 
if  he  wishes,  defer  his  statement  until  the  committee  arhvfs  a* 
decision  in  the  matter. 

Senator  McLean.  You  stated  awhile  ago  that  the  Du  Pont  k- 
the  National  Co. 

Mr.  Metz  (interposing).  Yes,  sir. 

Senator  McLean  (continuing).  Formed  a  combination  an<l  * 
together  they  maintained  what  is  called  a  self-contained  trust. 

Mr.  Metz.  Oh,  I  did  not  say  that  they  formed  a  trust. 

Senator  McLean.  Well,  a  combination. 

Mr.  Metz.  No,  no;  they  have  not.  I  did  not  say  so.  I  «aiil  : 
it  was  a  sort  of  organized  price-fixing  proposition. 

Senator  McLean.  I  suppose  the  fact  that  they  have  what  i»  ^-x 
a  self-contained  industry  helps  them  suppress  domestic  competi'. 
so  that  they  can  really  fix  prices. 
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Air.  Mbtz.  Yes,  thev  certainly  can. 

Senator  McLean.  And  that  is  the  reason  you  brought  that  matter 

0  the  attention  of  the  committee,  is  it  not? 

Mr.  Metz.  It  was  because  of  the  possibility  of  that  being  done. 

Senator  McLean.  The  purpose  being  to  stifle  competition  ? 

Mr.  Metz.  Well,  it  could  be  done. 

Senator  McLean.  An  embargo  would  not  do  that,  would  it  ? 

Mr.  Metz.  An  embargo  would  give  them  more  of  a  chance. 

Senator  McLean.  An  embargo  stifle  domestic  competition. 

Mr.  Metz.  No,  sir.  That  would  not  let  anything  come  in  here  at 
ill. 

Senator  McLean.  On  the  other  hand,  it  would  stimulate  it,  would 
t  not  ? 

Mr.  Metz.  Yes,  unlesis  they  held  back  with  the  intermediates, 
sv^hich  is  what  they  can  do  tonday.  They  can,  if  they  want  to,  make 
the  selective  attacks  that  Mr.  Choate  talked  about.  They  can  say 
to  you  that  if  you  do  not  buy  indigo  they  will  not  sell  you  anything. 
They  will  not  say  it  in  so  many  words;  but  they  will  nave  no  stock 

01  anything  else  if  you  do  not  buy  indigo.     It  is  being  done  to-day. 
When  the  War  Trade  Board  was  in  operation  people  would  go 

there.  They  would  send  the  names  to  the  Dye  Institute,  and  within 
two  days  the  man  was  ready  to  sell  dyestufFs  to  these  people.  I 
Anally  objected  to  that.  Later  on  they  sent  out  a  request  and  they 
said,  *'Go  to  the  institute  before  you  come  to  us.''  To-day  the  War 
Trade  Board  sends  directly  to  the  customer  and  gives  the  name. 
Invariably  within  a  couple  of  days  of  the  request  coming  a  repre- 
tentative Vould  come  anS  say,  "  #e  will  sell  ^ou  so  and  si"     ^ 

Senator  McLean.  This  is  the  first  time  that  I  can  recollect  that 
I  ever  heard  the  proposition  advanced  that  an  embargo  would  stifle 
domestic  competition. 

Mr.  Metz.  I  think  it  is  a  big  proposition  and  that  under  certain 
conditions 

Senator  McLean  (interposing).  You  just  stated  the  experience 
which  you  have  had  in  which  you,  as  I  imderstood  it,  were  prosecuted 
by  somebody  representing  the  Government  for  maintainmg  a  com- 
bination in  restraint  of  trade.  You  said  that  you  walked  up  and 
laid  your  cards  on  the  table  and  settled  it. 

Mr.  Metz.  I  said  that  in  1913  there  was  a  suit  brought  because  of 
the  great  German  cartel.    I  think  it  was  a  blackmail  suit. 

Senator  McLean.  The  instance  that  I  refer  to  was  something  in 
which  you  personally  were  interested,  and  you  stated  that  you  laid 
your  cards  upon  the  table. 

Mr.  Mbtz.  Yes;  because  I  was  buying  goods  from  one  of  these 
concerns. 

S^iator  McLean.  The  action  was  brought  under  the  antitrust 
law^  was  it  not ) 

Mr.  Metz.  Yes;  on  the  theory  that  I  was  a  part  of  the  concern. 

Senator  McLean.  And  neither  the  Clavton  Act  nor  the  Sherman 
Antitrust  Act  was  invoked  or  was  effective  in  that  instance  ? 

Mr.  Metz.  They  did  not  need  to  make  a  combination.  They  have 
a  sort  of  gentl^oian's  agreement. 

Senator  McLean.  Ii  all  they  need  is  a  gentleman's  agreement, 
they  can  make  such  an  agreement  with  the  exporter  to  divide  the 
Daarket,  and  then  where  are  you  ? 
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Senator  La  Follette.  That  is  just  what  was  done  before. 

Mr.  Metz.  Yes;  they  did  that  once  before. 

Senator  McLean.  It  seems  to  me  the  only  thing  for  us  to  do  is  :  • 
use  the  Sherman  Act  to  stimulate  domestic  competition. 

Senator  Simmons.  This  is  about  the  situation. 

Mr.  Metz.  By  that  time  the  little  fellow  is  dead. 

Senator  Simmons.  If  you  do  not  impose  an  embargo  or  a  sufficiecL  - 
high  tariff  to  prohibit  importations  into  this  country  and  then  *ttem; 
to  form  a  trust  that  would  be  effective,  you  would  have  to  take  in  vL 
foreigner. 

Mr.  Metz.  Yes;  eventually. 

Senator  Simmons.  But  if  you  put  an  embargo  on  or  a  protecti^  ■ 
tariff  on,  then  the  domestic  producer  can  make  the  things  that  u.- 
trust  makes  himself. 

Mr.  Metz.  Yes;  but  the  point  is  that  you  have  to  put  a  safficifT- 
tariff  on.  If  we  put  a  sufficiently  hi^h  tariff  on  to  protect,  the  m:. 
man  can  still  get  his  stuff,  because  if  they  form  a  trust  he  can  »tLi 
bring  in  his  stuff.  These  people  are  not  philanthropists.  What  d: . 
they  do  when  they  wanted  to  finance  themselves?  Look  at  tt* 
statements  thev  made  for  the  last  two  years.  I  made  8omethi:.j 
mjrself.  I  pronted  by  it  a  great  deal,  but  I  did  not  claim  to  be  : 
philanthropist.     I  am  not  in  favor  of  it  personally. 

Senator  McLean.  Under  a  low  tariff  a  big  combination  in  tL> 
countrv  has  the  advantage,  does  it  not  ? 

Mr.  Metz.  Under  any  Kind  of  a  tariff  it  has  the  advantage,  becatt^- 
it  has  the  material. 

Senator  McLean.  If  I  were  counsel  for  the  Du  Pont  Co.,  I  ahou^a 
advise  them  to  ask  for  a  low  tariff. 

Mr.  Metz.  But  bear  in  mind.  Senator,  the  conditions  are  abnomu- 
Normally  I  would  sav  that  is  true,  but  we  have  now  hetore  as  t:.« 
problem  of  meeting  the  depreciated  currency.  Thare  is  no  quesUi* 
about  that.     That  iias  to  be  met. 

Senator  McLean.  That  is  but  one  feature  that  we  are  t>alking  aboc: 

Mr.  Metz.  But  that  is  a  very  important  feature.  If  you  make  w^ 
tariff  meet  that,  you  have  all  the  protection  you  need. 

Senator  Watson.  If  you  have  to  have  a  monopoly,  hadn't  you 
better  have  an  American  monopoly  than  a  German  monopoly  f 

Mr.  Metz.  But  why  have  a  monopoly  at  all  ? 

Senator  Watson.  I  know  that,  but  if  we  are  going  to  bav^  i 
monopoly  at  all,  I  would  rather  have  an  American  monopoly  than « 
German  monopoly. 

Mr.  Metz.  We  have  never  had  a  monopoly,  except   so  far  t-* 

Patented  colors  are  concerned.     Why  have  any  kind  oi  a  monopolv 
ou  do  not  have  to  have  one. 

There  was  another  feature  I  did  not  touch  on.     I  spoke  of  two  > .' 
my  plants  making  colors.     I  have  a  third  plant  masing  salvar^a: 
I  would  like  to  give  you  now,  without  entering  upon  the  pn*  ' 

auestion,  which  I  understand  you  do  not  want  now,  tne  cost  of  pr** 
uction  in  my  plant. 

In  order  to  show  you  what  a  small  item  the  labor  cost  is  as  company 
with  the  rest,  on  sulphur  colors  my  average  cost  runs  from  3.5  l«»  ^ 
cents  a  pound. 
Senator  La  Follette.  That  is  labor  you  are  now  speaking  of ! 
Mr.  Metz.  The  labor  cost  only. 
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Senator  La  Follbtte.  What  per  cent  is  that  of  the  total  ? 
Mr.  Metz.  That  depends  somewhat  on  the  color.     On  sulphur 
^ck,  for  instance,  selling  at  20  cents,  3  cents  would  be  a  high  per- 
ntage.    On  a  color  selling  for  a  dollar,  5  cents  would  be  hi^. 
Senator  La  Follette.  By  that  you  mean  3  cents  out  of  20  would 

for  labor? 
Mr.  Metz.  Yes. 

Senator  La  Follbtte.  That  would  be  about  7  per  cent. 
Mr.  Metz.  Eight  per  cent,  we  will  saj. 
Senator  Watson.  What  would  it  be  m  Germany  for  the  same  kind 

product  ? 

Mr.  Metz.  The  proportion  will  be  about  the  same  except  as  to  values 

they  stand  to-day.  The  Germans  are  paying  60  or  60  marks  for 
bor  to-day,  whereas  I  am  paying  from  $32  to  $35  a  week.  It  is  not 
dlled  labor,  either;  it  is  the  cheapest  kind  of  labor  that  we  can  get. 

is  the  dirtiest,  meanest,  and  hardest  kind  of  labor  imaginable." 

Senator  La  Follbtte.  You  are  not  speaking  now  of  trained  labor. 

Mr.  Metz.  Oh,  no;  not  of  the  chemists.     Most  of  those  to  whom  I 

ifer  are  Negroes.     We  could  not  get  white  men  to  do  this  kind  of 

ork;  that  is,  we  could  not  get  them  at  one  time.     They  were  glad  to 

o  anything  to  get  into  the  color  shop. 

Senator  La  Follette.  In  normal  times  is  that  the  kind  of  labor 
mployed  ? 

Mr.  Metz.  Absolutely.  It  is  the  cheapest  kind  of  labor  we  can  get, 
ecause  it  is  about  the  only  kind  that  we  can  get  to  work  in  the  dye 
slants. 

Senator  La  Follette.  It  is  little  more  than  what  we  call  common 
fitbor? 

Mr.  Metz.  Yes;  common  labor. 

Senator  IjA  Follette.  Outside  of  manufacturing. 

Mr.  Metz.  Outside  of  the  men  in  the  factory — the  chemists. 

Senator  Smoot.  And  you  pay  them  as  much  as  $5  per  day  ? 

Mr.  Metz.  We  pay  tnem  60  cents  an  hour.  We  coula  not  get 
hem  for  less  than  that. 

Senator  Smoot.  And  how  much  are  you  paying  them  now  ? 

Mr.  Metz.  I  am  still  paying  them  the  same  wage. 

Senator  Smoot.  How  long  are  you  going  to  keep  that  up  ? 

Mr.  Metz.  As  long  as  I  can.  It  is  worth  it.  They  ought  to  be 
paid.     It  is  a  dirty,  mean  kind  of  work. 

Senator  La  Follette.  You  have  given  us  the  labor  cost  of  one 
product. 

Mr.  Metz.  Yes.    I  will  take  up  others  now. 

Senator  La  Follette.  Take  up  some  of  the  others,  please. 

Mr.  Metz.  Those  are  the  bulk  products.  I  produce  20,000  or 
30,000  pounds  at  a  time.  We  have  azo  colors  that  are  diacitized 
with  two  or  three  other  processes. 

Senator  La  Follette.  What  is  the  labor  cost  to  the  total  cost 
there  ? 

^  Mr.  Metz.  Take  just  one,  chrome  black,  of  which  I  make  about 
50.000  pounds  at  one  plant,  making  all  the  raw  material  and  starting 
^th  refined  phenol.  The  labor  cost  is  7  cents  a  pound.  The  stun 
costs  68  cents  finished,  with  20  per  cent  overhead.  That  is,  the 
finished  price  of  the  material  witn  overhead  at  20  per  cent  is  68 
cents.     We  figure  overhead  at  20  per  cent  for  the  factory;  that  is, 
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steam,  labor,  coal,  outside  work,  such  as  is  done  by  carpenter?  ••  i 
coopers,  etc.     That  is  overiiead  in  the  factory.     Then,  there  are  ?: 
factory  salaries  outside  of  the  wages  of  the  chemists. 

Senator  La  Follette.  In  this  particular  case  you  have  incJuv'' 
the  raw  material  leading  up  to  the  finished  product  ? 

Mr.  Metz.  Yes;  those  are  the  figures. 

Now,  take  galocytine. 

Senator  La  Follette.  Is  that  a  bulk  product  ? 

Mr.  M-ETZ.  That  was  a  bulk  product.     It  is  falling  off  now  be<*a':- 
it  is  being  replaced.     The  color  was  used  years  ago.     It  dropped  •■ . 
and  then  it  came  in  again.     In  small  lots  that  costs  12  to  14  eent^ 
a  100  per  cent  product.    That  is  20  per  cent  paste.     It  is  ea^if  r  * 
handle  that  way  for  the  consumer. 

Senator  Smoot.  What  is  the  cost  ? 

Mr.  Metz.  One  hundred  per  cent  paste  costs  about  12  cent*  •  r 
labor.    At  $1.75  for  galocytme 

Senator  La  Follette.  That  is  12  cents  out  of  a  dollar! 

Mr.  Metz.  Twelve  cents  out  of  $1.75.    And  at  that  price,  $4  ' 
at  $2.75  to  make,  would  be  100  per  cent  profit,  and  that  was  0.2  rr" 
a  pound  for  labor. 

So  the  labor  itself  is  smaU  compared  to  the  final  product,  say. 
per  cent. 

Senator  Simmons.  Is  that  100  per  cent  profit? 

Mr.  Metz.  I  mean  to  say  the  color  is  made  100  per  cent  and  re*iu«- 
and  brought  down.  A  man  starts  to  make  100  per  cent  to  b^r' 
with. 

Senator  Smoot.  Then  the  actual  cost  in  the  manufacture  of  rh^" 
icals  is  much  less  than  the  labor  cost  in  most  any  other  manufact'i.*^ 

Mr.  Metz.  Certainly,  because  it  is  largely  automatic.     TTie  \:  - 
colors 

Senator  McCumber  (interposing) .  I  understand  you  do  not  in^h  • 
chemists,  etc.  ? 

Mr.  Metz.  Oh,  no;  I  am  coming  to  that.     That  is  expensive. 

Senator  McCumber.  You  call  that  overhead  ? 

Mr.  Metz.  I  call  that  overhead.     This  is  pure  labor. 

Senator  McCumber.  This  is  one  class  of  labor. 

Mr.  Metz.  Yes.     I  show  6  to  8i  cents  a  pound.     Dirert  hU  • 
which  we  hear  so  much  about,  can  be  made  for  3^  to  4  cents  a  p««n 
for  labor,  and  is  being  made  for  that. 

Senator  La  Follette.  You  do  not  help  us  very  much  at  t^  : 
unless  you  give  us  at  the  same  time  the  selling  price  per  pound  •  - 
cause  your  statement  of  just  how  much  the  labor  costs  is  not  ln^'  . 
us  any  information. 

Mr.  Metz.  The  labor  cost  is  somewhere  between  5  and  10  per  ^'^ 
5  and  10  per  cent,  not  over  that,  the  actual  labor  cost. 

Senator  McCumber.  What  would  it  be  if  you  included  all  of  \  • 
employees  under  the  head  of  labor  i 

Mr.  Metz.  That  comes  high.  I  have  not  got  that  on  the  coI«^  !- 
but  I  have  it  on  the  chemical  line.  I  went  home,  and  in  the  phar^ 
ceutical  department  I  got  the  whole  stock,  and  they  had  it  w<vr? 
out.     The  labor  plays  a  much  greater  part 

Senator  Ij.\  Follette  (interposing).  Now,  have  yoa  includt^i 
that  all  the  salaries  you  pay — ^your  own  salary,  for  example  f 


TAfilFF — DYES  EMBABGO.  767 

\Ir.  Metz.  I  have  the  whole  thing  on  that  particular  item.  But 
he  proportion  may  not  be  the  same  on  pharmaceuticals,  which  are 
lanalea  a  great  deal  more  than  dyeatuffs. 
Senator  Watson.  Just  take  the  606,  for  example. 
Mr.  Metz.  Dyestuffs  are  shoved  into  a  barrel;  these  things  [exhib- 
ting  samples  o?  salvarsan  to  the  committee]  are  packed  up.  You 
ake  salvarsan  [indicating];  I  have  this  stuff;  I  have  the  labor.  It 
rosts  money  to  pack  it.  That  is  made  in  bulk  in  about  20-pound  lots, 
md  then  it  is  packed  like  that  [illustrating];  that  is  a  dose;  that  is 
low  it  is  sold.  Salvarsan  is  put  in  these  ampules,  a  *^shot/'  it  is 
lalled;  and  then  eith^  evacuated — and  before  doing  so  they  have 
!:ot  to  be  constricted,  so  that  the  whole  thing  is  not  sucked  out  when 
v^ou  handle  it.  Every  time  you  do  that  it  costs  a  half  cent;  and  then 
after  constricted  and  brought  up  to  a  point  and  put  on  and  sucked 
find  heated  up,  then  comes  the  file  and  circular,  and  pacldng  and 
labor,  and  that  is  expensive. 

When  I  sold  to  the  Government  I  made  the  price  27.  We  can  not 
afford  to  do  that  with  all  of  them.  The  Government  buys  in  bulk 
packages,  a  hundred  in  a  box,  without  all  this  riggamiiroie;  that  is 
saved. 

1  have  here  also  the  overhead  and  the  labor,  which  is  a  question  of 
quantity  of  output.  When  you  have  a  large  output  in  a  month  your 
cost  per  ampule  is  lower,  and  if  you  have  a  small  output  it  is  higher; 
and  to  give  you  some  idea  of  what  this  stuff  costs  in  the  factory,  the 
proposition  of  unproductive  labor  per  ampule — and  by  that  I  mean 
engineer,  fireman,  watchman,  cleaner,  etc.,  who  do  not  supervise, 
but  ,are  necessary  in  a  plant — amounts  to  an  average  of  0.37 
of  a  cent,  one-third  of  a  cent,  practically,  for  three  months.  It 
varies  from  41  to  43.27,  because  of  the  production.  If  you  make 
more  you  get  a  lower  average.  In  June  the  production  was  very 
high.  The  superintendence,  etc.,  was  1.78  cents  per  pound.  Rent, 
power,  light,  water,  etc.,  2.20  for  a  package.  Maintenance,  etc.,  was 
1.3,  which  is,  of  course,  very  heavy  in  a  thmg  of  this  kind.  Insurance 
was  0.53  cent;  depreciation,  0.97;  and  miscellaneous  charges,  0.83. 

That  is  7.71  for  the  manufacturing  overhead.  The  general  over^ 
head  includes  office  expenses  and  biological  department.  I  mention 
these,  because  it  has  to  be  tested  on  racks.  That  is  a  very  serious 
proposition  and  one  that  is  expensive.  That  cost  me  on  the  average 
66  cents  per  ampule. 

And  for  the  outside  testing  I  mentioned  sending  to  Columbia 
College.  We  pay  them  so  mucn  for  each  test.  That  cost  0.85  cent 
more  to  test  these  various  batches. 

Laboratory  expenses,  arsenic  tests,  which  are  high-priced  chemists, 
2.35  per  anipule. 
Senator  Watson.  Is  the  Government  the  greatest  purchaser  ? 
Mr.  Metz.  Oh,  no.    The  Government  purchases  a  lot;  it  is  the 
largest  individual  purchaser;  put  it  that  way;  that  is  4.25  for  general 
overhead.    So  that  the  total  lactory  overhead  is  12  cents  per  ampule. 
Senator  Smoot.  Twelve  cents  per  package  ? 

Mr.  Metz.  That  is  the  factory  average.  Then  we  have  the  selling 
organization  in  New  York.  Administration,  1.79 — that  includes  my 
salary  as  president  of  the  company  and  officer  of  the  company,  on  a 
package.  These  office  expenses  include  bookkeepers  and  type- 
writers,  2.32.    Medical   department — we  have  physicians,   two  of 
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them  in  the  office,  who  answer  correspondence  of  physicians  all  i : 
time,  and  that  amounts  to  1.04  cents  per  ampule.    Then  there  is  *^r  - 
sales  department,  and  that  is  expensive,  because  we  hare  about  "^     - 
9  detailed  men,  physicians,  out  introducing  this  product,  Aov^r^- 
the  doctors  how  to  use  it  who  are  trained  physicians  in  nearly  e^*r 
instance,  and  their  traveUng  expenses  are  very  hea\'y.    That  k  !<• 
cents  per  ampule. 

The  royalties  average  3  cents  per  ampule — ^royalties  we  pay  to  •:  - 
Alien  Property  Custodian  through  the  Federal  Trade  CommiasioD  ^  - 
the  license  imder  the  foreign  patents;  5  per  cent  of  the  total  sales  « - 
pay  to  the  Alien  Property  Custodian  through  the  Federal  Trade  Cor  - 
mission  because  of  this  license.    That  amounts  to  3  cents  oo  i.- 
ampule.    Shipping  expenses  are  1.20  cents;  general  expenses,  postar- 
literature,  printing,  etc.,  1.44  cents,  and  taxes  1.7.    So  that  the  X'^s 
York  overnead  is  22.29.    Administration  overhead  in  the  offi«-- 
making  3.29  per  ampule  for  this  product. 

Senator  McCuMBER.  Outside  of  the  stuff  itself  t 

Mr.  Metz.  Yes.  Now,  then,  directly  labor  foi^  the  product — lhi>  .- 
all  indirect  labor  [indicating] — covers  your  point — the  direct  labor  •  • 
the  product — production  labor  is  8.46  cents,  packing  labor  4  cenv 
whicn  included  labeling,  putting  in  the  packages  and  eveiythbg  cor- 
nee  ted  with  that,  whicn  costs  4.68.  That  is  the  average  price  od  tL> 
stuff. 

Senator  La  Follette.  For  what  price  does  this  sell  to  the  gmen. 
public?  The  Government  does  part  of  this  work.  You  send  it  *•• 
them  in  bulk. 

Mr.  Metz.  Yes.  But  I  have  not  got  that  all.  The  Govemro<^* 
gives  it  away,  and  they  buy  at  practically  cost  price,  because  tL' 
more  I  can  put  out  the  more  my  general  average  profit.  He  pry 
to  the  retail  druggists,  to  hospitals,  and  to  the  trade — the  27  ceci* 
price — is  made  for  contracts,  30,000  or  40,000  ampules  at  a  time. 

Senator  La  Follette.  Do  you  make  that  price  to  private  purchafitn 
if  they  purchase  in  large  quantities  ? 

Mr.  Metz.  No;  I  would  not — ^not  to  charitv  cases,  because  they  fy' 
the  money  back  from  the  patient.    But  tne  Government  give^ 
away  and  charges  nothing. 

Senator  La  Follette.  What  is  the  price  to  the  regular  trade  f 

Mr.  Metz.  To  the  wholesale  trade  outside  is  on  tne  .06 — ^that  .• 
the  average — 1.20  cents  per  ampule,  and  in  100  ampule  lots,  SI;  u.i' 
is  the  retail  dealers'  ^^^' 

Senator  Watson.  VVTiat  does  the  whole  thing  cost  you,  everyih^: 
considered  ? 

Mr.  Metz.  The  whole  thing  actually  costs  on  the  basis  of  c. 
production  for  the  06,  51.44  cents,  including  all  expenses  I  have  p^»". 
you,  overhead  and  everything  else. 

Senator  La  Follette.  At  now  much  does  that  sell  to  the  gen<r- 
public? 

Mr.  Metz.  The  general  public  pays  the  retailer's  price.  We  m- 
it  through  the  druggists. 

Senator  La  Follette.  What  is  the  wholesale  price  1 

Mr.  Metz.  I  gave  it  to  you. 

Senator  La  Follette.  I  know,  but  I  did  not  hold  the  figures  in  my 
mind. 
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Mr.  Mbtz.  The  wholesale  price  in  100  ampule  lots  to  the  druggist 
Sly  an  average  price,  up  and  down  according  to  the  quantity. 

Senator  La  Foixette.  And  it  cost  you 

Mr.  Metz  (interposing).  51.44  cents. 
Senator  Watson.  It  cost  you  51  cents  j^us  to  make  ? 
Mr.  Metz.  Yes. 

Senator  Watson.  What  does  it  cost  the  Germans  to  make  the  same 
ling? 

Mr.  Metz.  I  do  not  know  what  its  cost  is.    I  know  I  imported 
om  Germany  at  a  cost  of  54  cents  laid  down  here  recently. 
Senator  McLean.  Then  is  it  your  idea  that  this  same  rule  applies 
>  anything  you  make? 
Mr.  Metz.  Certainlv,  of  course,  on  anything. 
Senator  McLean.  And  there  is  no  trouble  getting  the  American 
aluation  on  which  to  apply  the  tariff  ? 

Mr.  Metz.  If  the  sellmg  price  is  $1,  that  is  the  American  price, 
lut  you  can  not  do  this  by  the  pound. 

Senator  McLean.  It  is,  you  say,  very  dfficult  to  get  the  foreign 
valuation  ? 

Mr.  Metz.  I  have  not  got  it.  I  paid  so  much  for  it.  It  is  not 
mpossible  to  get  it. 

Senator  La  Foixette.  Is  it  an  easy  matter  to  get  the  foreign 
raluation  ? 

Mr.  Metz.  It  is  reported  every  month  to  the  American  Reparation 
^lomniission.  The  foreign  price  lowest  as  I  had  the  figures — giving 
:he  Reparation  Commission  statement — is  one  and  a  half  times  the 
jost  before  the  war,  based  on  American  prices. 

Senator  La  Foixette.  Take  this  same  product  you  have  just 
riven  us,  the  prices  on  606,  what  are  the  figures  as  furnished  by  the 
Reparation  Commission  of  German  cost,  if  you  know? 

Mr.  Metz.  I  have  not  got  them;  they  can  be  obtained.  I  do  not 
see  those  figures. 

Senator  La  Foixette.  What  were  the  lowest  figures  you  did  have 
of  the  German  cost  of  producing  that  article  ? 

Mr.  Metz.  I  have  not  had  any,  except  that  I  used  to  pay  $2.50, 
and  now  I  pay  54  cents,  and  that  was  within  the  last  month,  at  30 
per  cent  duty,  and  nothing  further. 

You  see,  putting  this  as  a  general  proposition,  this  can  not  be 
brought  in  in  bulk,  but  must  come  in  tnis  way,  and  I  am  not  afraid 
of  the  Germans  on  this.  If  a  man  wants  the  German  thing  he  ought, 
to  have  the  opportunity  to  get  it  or  any  other  drug.  A  man  should 
get  the  drug  he  wants,  and  he  can  not  get  it  with  the  embargo.  We 
Have  people  writing  all  the  time  for  the  German  stuff. 

Senator  McCumber.  You  think  yours  is  very  much  purer  than  the 
German  product  ? 

Mr.  Metz.  Only  because  in  the  tests  in  the  Public  Health  Service 
we  can  go  to  a  higher  injection  than  the  Germans. 

Senator  McLean.  If  a  man  is  in  trouble,  if  he  had  not  any  faith 
in  either  prescription,  it  would  not  cure  him  ? 
Mr.  Metz.  There  is  a  good  deal  to  that. 

Senator  McLean.  I  did  not  know  that.  I  thought  there  was 
something  inherent  in  the  remedy. 

Mr.  Metz.  Not  in  the  faith,  but  some  they  do  not  know  what  they 
are  getting.  But  with  others  there  is  a  feeling  that  they  want  the 
German  product. 
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Even  at  those  prices,  I  do  not  hesitate  to  tell  you,  gentlemen — U- 
cause  this  is  not  interesting  to  my  competitors  at  large,  as  I  only  lu*' 
one  real  competitor,  and  I  do  not  wony  about  liim  much — these  labtr. 
tories  that  I  established  to  make  this  stuff — I  also  make  noTacaio^ 
and  to  show  you  there  is  some  money  in  these  things,  and  that  « 
have  some  leeway  against  the  Germans  still,  I  started  that  piv/ 
with  $50,000.     I  sent  my  brother  over  there  in   1916,   and  tr.'- 
showed  him  the  process.     The  reason  for  that  was  that  under  r- 
order  the  consuls  could  not  report  any  more  stuff,  though  the  ir  - 
mans  never  refused  to  give  us  the  material.     I  got  busy  with  ti- 
State  Department  and  they  allowed  us  to  receive  the  Gfennan  ?ii 
varsan  as  late  as  1917,  on  the  British  permits.     But  in  order  iri* 
we  might  be  sure  of  this  supply — and  the  British  Government  ■: 
refuse  it  at  one  time,  but  tne  State  Department  stood  up  for  t.r 
rights  against  the  German  product,  which  was  at  that  time  avi^ 
able — I  sent  my  brother  over  there  in  1916  to  pick  up  sometiiing. 

In  the  meantime,  I  had  already  began  to  work  out  the  prf»r»^» 
to-day  my  product  is  similar.  I  started  in  1916  at  a  cost  of  $d(>.t<' 
and  to-day  my  assets  are  $867,000,  with  liabilities  of  $486,000— tb* 
includes  $400,000  capital  stock  issued.  I  increased  that  cap:*, 
stock  from  time  to  tune  by  the  issue  of  stock  dividends,  and  If 
the  money  in  the  plant.  And  I  have  a  surplus  of  $381,000,  hestc  - 
the  $400,000. 

Senator  McLean.  And  in  that  plant  vou  make  only  salvaisac  - 

Mr.  Metz.  Oh,  no;  I  make  practically — I  do  make  little  ilst^ 
I  do  not  count;  those  are  the  two  big  thmgs. 

I  want  to  say  that  the  laboratories  paid  an  income  tax  dumr 
that  period — an  excess-profits  tax — in  1917  of  $6,764.10.  Tr  ' 
was  when  we  had  the  low  tax.  In  1918  the  excess-profits  tax  vi« 
$48,762;  in  1919  I  paid  $154,424;  and  in  1920  I  paid  $2i3j:v- 
a  total  of  $425,939  in  tax;  and  the  Philadelphia  people  recen* ' 
presented  themselves 

Senator  McLean.  Wait,  before  you  go  onto  that.  Could  it  hi\- 
been  possible  for  you  to  have  bmlt  up  this  if  it  had  not  been  f  • 
the  war  prohibition  ? 

Mr.  IkljiTZ.  No;  because  it  was  here. 

Senator  McLean.  Aside  from  the  manufacturing. 

Mr.  Metz.  The  war  gave  us  that.  But  we  nave  eot  it.  T.- 
Philadelphia concern  who  did  the  same  thing  presented  themseh^ 
and  they  claimed  to  do  this  entirely  on  humanitarian  grounds— tv- 

{>resented  themselves  with  one-half  million  dollars  of  bonds  accum-- 
ated  during  the  same  period.  I  do  not  know  whether  that  is  ei'**^ 
of  income  tax,  as  being  organized  commercially  perhaps  ihev  <».' 
do  that,  and  therefore  can  claim  this  is  for  the  public  good. 

Senator  McCumber.  To  what  extent  has  the  price  of  thb»  >i-- 
varsan  increased  since  the  war  ? 

Mr.  Metz.  I  beg  your  pardon. 

Senator  McCumber.  To  what  extent  has  the  selling  price  of  ti.-* 
salvarsan  increased  since  the  war  ? 

Mr.  Metz.  It  has  not  increased;  it  has  decreased  since  we  ha^- 
been  making  it  here. 

Senator  McCumber.  It  has  not  increased  at  all  ? 

Mr.  Metz.  Oh,  no:  it  has  decreased.  The  imported  aili«le  > 
being  copied  by  everybody  and  held  up  to  $50. 
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Senator  McCumber.  Then  you  are  selling  it  for  less  than  you  got 
from  Germany  before  the  war  ? 

Mr.  Metz.  Less  than  half.  The  Germans  had  a  patent.  The 
^^man6  had  it  eight  or  nine  years  before  Elliott  discovered  it,  before 
carae  into  the  market.  iNfobody  criticized  the  price  at  that  time. 
e  have  been  able  with  a  5  per  cent  royalty  to  sell  away  below  that, 
iit  they  did  get  the  benefit  of  that  patent,  and  that  is  one  of  the 
L tents  taken  over  by  the  Foundation. 

Senator  McLean.  Outside  of  that,  in  contradistinction  to  German 
►ncemSj  you  paid  $400,000  into  the  Treasiuy  of  the  United  States  ? 
Mr.  Metz.  les,  sir;  and  other  concerns  should  have  paid  it. 
erhaps  they  did. 

Senator  La  Follette.  In  your  opinion,  what  is  the  salvarsan 
atent  worth  ? 

^ir.  Metz.  Only  from  what  I  have  paid.     It  paid  those  people 
oout  $75,000,  on  the  basis  of  a  75  per  cent  royalty. 
Senator  McCumbeb.  That  is  the  royalty  ? 
Mr.  Metz.  Under  the  license  fee. 
Senator  La  Follette.  You  paid  them  $75,000  ? 
^ir.  Metz.  No;  I  paid  them  about  $50,000.     That  patent  has  10 
ears  to  run,  or  did  nave  when  they  were  taken  over.     I  suppose  it 
las  eight  or  nine  years  still. 

On  the  basis  of  $75,000  on  a  5  per  c«it  royalty  and  the  profit  they 
tiade  here,  anybody  that  paid  $6,000,000  for  that  patent  would  have 
L  very  cheap  bargain,  because  they  have  a  monojwly,  and  with  a 
nonopoly  I  could  put  out  that  output  at  a  great  profit.  I  would 
jladly  have  paid  $5,000,000  for  it  if  I  could  have  gotten  it.  Yet 
.bat  was  one  of  the  4,500  that  was  sold  for  $250,000.  Another  one 
^as  indigo,  which  al^o  sold  for  $250,000. 

I  was  requested  by  the  Chemical  Foundation  to  surrender  ray 
license.  I  have  a  letter  from  their  counsel,  which  poses  as  a  quasi 
Grovemment  institution,  that  they  could  give  better  license  than  the 
Federal  Trade  Commission,  but  the  Federal  Trade  Commission  said 
that  they  did  not  ask  anyone  to  transfer.  I  understand  very  few 
bave  been  transferred,  except  the  indigo  patent.  That  has  been 
transferred  to  the  Chemical  Foundation. 

Senator  La  Follette.  Do  you  know  why  ? 

Mr.  Metz.  I  don't  know  why,  but  I  suppose  the  Chemical  Founda- 
tion made  money  on  it.  J  know  that  it  is  possible  to  do  it,  but  not 
anything  like  the  10  per  cent.  The  license  was  taken  after  the  patent 
ceased,  on  which  it  paid  10  per  cent.  Whatever  there  is  there,  there 
is  a  certain  amount  fixed.  In  some  cases  it  is  2  per  cent.  I  think 
indigo  was  licensed  for  2  per  cent  by  the  Federal  Trade  Commission, 
and  I  am  quite  sure  it  paid  over  $100,000  on  that  basis.  You  can 
figure  what  they  are  worth. 

Senator  Watson.  To  whom  did  vou  pay  the  royalty  ? 

Mr.  Metz.  I  paid  it  to  the  Pacific  company  under  my  license.  I 
was  requested  to  surrender  the  license,  but  I  didn't  do  it. 

I  have  no  quarrel  with  the  Chemical  Foundation.  I  am  willing  to 
abide  with  their  ownership. 

Senator  McLean.  How  much  606  do  you  import  ? 

Mr.  Metz.  None;  recently  I  got  a  comparatively  small  amount. 
The  Public  Health  Service  has  stopped  the  importation  and  sale  of 
anything  that  does  not  pass  their  test.     They  went  to  Europe  and 
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arranged  with  the  manufacturers  to  ^et  licenses  for  serams  «r : 
toxins  and  give  licenses  to  German  and  French  manufacturers  »:■] 
they  could  oring  goods  in  on  the  same  basis  the  American  m^r 
facturer  does  his.    We  have  to  submit  a  test  of  every  batch  t*.  •: 
Public  Health  Service.    They  have  1  per  cent  of  our  output  in  th- 
possession. 

Senator  McLean.  You  imported  some  recently? 

Mr.  Metz.  Yes;  the  stufif  has  been  coming  in  tmder  cover  nr*' 
along  in  enormous  quantities. 

Senator  McLean.  From  Germany? 

Mr.  Metz.  Yes;  every  steward  on  the  steamers  brings  it  in  and  •■  • 
Government  gets  nothing  out  of  it. 

Senator  McCumber.  Tfiiey  are  smuggled  in  ? 

Mr.  Metz.  Yes;  they  are  smuggled  m.  The  Government  has  tx-. 
the  conditions  under  which  they  can  put  the  label  on  under  the  te<t  ' 
the  Government,  and  it  can  come  m  under  those  conditioos.  Y' 
license  gives  me  the  right  to  make,  vend,  and  manufacture  it.  I  cs : 
have  to  paj  a  royalty  on  it.  If  I  do,  well  and  sood.  It  is  not  llu*  . 
want  to  brmg  it  in;  it  is  not  that  it  is  necessary ;  out  some  may  want  i* 
and  I  suppose  the  doctors  will  get  a  little  more  money  forusin^  r 
There  may  be  something  in  that.  I  am  not  criticizing  that.  Th«t  .* 
business. 

But  that  is  a  complicated  proposition  and  requires  skill  and  c^n 
and  if  we  can  do  all  that  we  can  do  it  with  stuff  made  40,000  poaiy^ 
at  a  clip  in  this  country.  I  know  I  can.  I  am  not  afraid,  wtp  mt 
a  half-wav  respectable  and  specific  duty  with  an  ad  valorem,  and  I 
am  not  afraid  to  do  it.  I  can  get  my  crude  somewhere  else,  if  thfj 
hold  it  up.  When  we  do  want  it,  we  want  it  ri^ht  away.  I  thir't 
every  other  manufacturer  is  in  the  same  position,  if  he  is  nonest  ^mtz 
you.  I  don't  want  to  see  the  interest  scrapped.  I  want  to  get  a  it-: 
deal  and  I  am  willing  to  give  any  figures  you  want.  I  don't  hesiur^ 
to  say  I  draw  $20,C^  a  year  as  president  of  that  company,  Moi  I 
don't  work  for  the  others  for  nothing,  either. 

Senator  McLean.  Are  you  a  competitor  of  the  DuPonts! 

Mr.  Metz.  In  colors. 

Senator  La  Follette.  Do  you  know  the  total  assets  of  the  DoPoc' 
Co.? 

Mr.  Meitz.  I  do  not.  I  am  not  interested  in  that  company.  I  htr- 
seen  their  statement.    I  congratulate  them. 

Senator  La  Follette.  Do  you  remember  seeing  their  reoeni  suu- 
mont  of  May  1  ? 

Mr.  Metz.  I  don^t  recall. 

Senator  La  Follette.  That  may  be  of  interest  to  you. 

Mr.  Metz.  The  Du  Fonts  run  everything  now. 

Senator  La  Follette.  I  understand  that,  and  that  adds  to  thtc 
financial  strength  and  power. 

Mr.  Metz.  They  probably  will  drive  everybody  else  out  before  thtj 
got  throujijh. 

Senator  La  Follette.  In  the  middle  of  the  page  there  is  the  touL 

Mr.  Metz.  Of  course,  that  is  done  for  stock  purposes.  When  thr." 
<u)mo  in  for  one  purpose  it  is  very  low,  and  when  they  sell  stock  it  > 
very  high.     I  have  seen  that  witn  various  companies. 

Senator  La  Follette,  Just  state  the  figures. 

Mr.  Metz.  I  don't  know  what  you  mean.    Do  you  mean  profit; 
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senator  McLeax.  Have  you  any  idea  that  your  German  connec- 

Qs  might  help  you  in  the  event  the  Du  Pont  competition  is  very 

ere  I 

^Ir.  Metz.  I  don't  know  and  I  don't  care.     I  don't  know  what 

angement  they  have.     I  know  they  are  sitting  at  the  back  door 

iting  to  break  in.     The  Barrv  company  has  an  agreement  that 

i  foreign  people  will  make  the  things  tney  are  making  there.     I  know 

^y  have  that  arrangement,  and  others  are  seeking  to  make  th& 

ne    arrangement.     I  saw  an  interview  in  the  paper  about  the 

rmans  coming  here,  and  a  combination  of  American  manuf ac- 

rers  trying  to  sell  what  the  Germans  were  bringing  in,  and  a  lot  of 

nk  about  what  the  Germans  are  doing  to  the  Americans.     They  are 

ring  to  do  it  to  them. 

Senator  McLean.  I  hope  you  will  never  reach  the  condition  where 

►u  will  be  the  tail  to  the  German  dog. 

Mr.  Metz.  I  haven't  got  in  that  position. 

Total  assets,  $280,359,871.03.     Is  that  what  you  mean? 

Senator  La  FoLLEip'E.  Yes.         * 

Mr.  Metz.  I  am  quite  prepared,  as  I  was  the  last  time,  to  meet  the 

cts  that  certain  gentlemen  will  take  very  great  pains  to  discredit 

good  deal  I  have  said.  They  did  before  the  Ways  and  Means 
jmmittee  of  the  House  and  before  this  committee  of  the  Senate, 
would  like  to  have  an  opportunity  to  answer  them.  I. did  in  the 
-evious  hearings.  I  wrote  a  letter  to  Senator  Watson  at  that  time 
lat  can  be  found  in  the  hearings,  and  also  to  Chairman  Fordney. 
[y  letter  to  Senator  Watson  is  on  page  473  of  the  Senate  hearings, 
ad  to  Chairman  Fordney  on  page  715  of  the  House  Ways  and  Means 
ommittee  bearings.  I  think  that  is  all,  unless  you  wish  to  ask 
)mething  further. 

Senator  McLean.  Have  you  finished  ? 

Mr.  Metz.  I  have,  if  you  have. 

Senator  McLean.  Mr.  Thompson  is  here  and  I  sink  he  is  very 
nxious  to  be  heard. 

Mr.  Metz.  I  will  be  very  glad  to  give  way  to  him. 

The  Chairman.  Do  you  want  Mr.  Thompson  called  now  ? 

Senator  McLean.  I  would  like  to  have  him  called  at  this  time. 

The  Chairman.  At  the  request  of  Senator  McLean,  Mr.  Thompson 
rill  submit  his  views  to  the  committee. 

STATEMENT  OF  HEFRT  B.  THOMPSON. 

« 

The  Chairman.  Mr.  Thompson,  will  you  state  your  full  name  to  the 
ommittee  for  the  record  ? 

Mr.  Thompson.  Henry  B.  Thompson. 

The  Chairman.  Where  do  you  reside  ? 

Mr.  Thompson,  Greenville,  Del. 

The  Chairman.  What  is  jonv  business  ? 

Mr.  Thompson.  I  am  president  of  the  United  States  Finishing  Co., 
t  Connecticut  corporation-*  We  have  five  plants,  two  of  which  are  in 
Connecticut,  one  at  Norwich,  and  one  at  Sterling;  two  in  Rhode 
sland,  one  at  Pawtucket,  and  one  at  Providence. 

Senator  McLean.  What  do  you  mean  by  ** finishing  plants?" 
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Mr.  Thompson.  We  are  printers  and  finishers  and  bleacher 
cotton  fabrics.  We  have  an  output  of  about  300,000,000  yart 
year.  We  employ  about  3,500  people.  The  bulk  of  the  stuff  thai 
finish  is  the  finer  Quality  of  cotton  goods. 

I  came  here  to-aay  principaUy  as  a  representative  of  the  advis 
conmiittee  to  the  State  Department  on  the  importation  and  licem 
of  German  dyes.  I  have  been  chairman  of  that  committee  from 
start,  and  I  want  to  give  the  committee  some  evidence  which  is  n 
or  less  in  rebuttal  of  complaints  that  have  been  submitted  before 
committee.  In  addition,  I  can  give  my  personal  experience  in 
use  of  the  German  dyes,  and  in  addition  further  I  would  like  to  sp 
for  the  National  Association  of  Finishers  of  Cotton  Fabrics,  of  whu 
am  president.  That  is  an  association  of  70  or  more  corporations 
firms  which  really  represents  almost  the  entire  industry  in 
country. 

Senator  McLean.  The  cotton  textile  industry  ? 

Mr.  Thompson.  The  finishinff,  not  the  textile.     We  are  not  mi 
facturers  of  the  goods.     We  bleach  the  goods  and  print  them 
dye  them. 

That  association  is  made  up  largely  of  New  England  manu 
turers;  some  in  New  Jersey  and  Pennsylvania,  ana  several  in 
Southern  States. 

Senator  La  Follette.  Do  I  understand  there  are  any  mani 
turers  in  that  organization  that  are  manufacturers  of  the  cloth  it; 

Mr.  Thompson.  No.  The  cloth  is  sent  to  us  on  consignment 
we  charge  so  much  a  yard  to  bleach  and  print.  Most  of  the  busi 
is  done  m  that  way  in  ,this  country. 

Senator  La  Follette.  So  that  you  do  not  represent  any  of 
textile  manufacturers  ? 

Mr.  Thompson.  Not  the  weavers  or  the  spinners  of  the  ffoods; 

Senator  Smoot.  You  do  no  work  for  the  Interstate  people? 

Mr.  Thompson.  No. 

Senator  Smoot.  Nor  the  Merrimac  ? 

Mr.  Thompson.  I  have  done  work  for  the  Merrimac.  I  have 
an  inquiry  in  the  last  two  weeks  for  prices  from  them. 

I  will  give  you  very  briefly  the  modus  operandi  of  our  comm 
in  the  way  in  which  it  works,  in  view  of  the  criticisms  that  have 
made  against  it.  As  you  know,  the  committee  was  made  up  to 
resent  the  consumers  of  dyestuffs  and  manufacturers  of  d^'estuffs 
the  chemists.  The  members  of  the  committee  were  Mr.  Chene 
Hartford;  Mr.  Ilobbs,  of  Arlington  Mills,  Mass.;  and  myself, 
dyestuff  representative  was  Mr.  Poucher,  of  the  Dupont  Co.; 
Baldwin,  ot  the  National  Co.;  and  Mr.  Mertz  and  Dr.  Herty,  n 
senting  the  Chemical  wSociety. 

Originally  wo  met  very  frequently  on  the  question  of  these  bee 
with  the  W"  ar  Trade  Board  ^^'llich  then  took  the  place  now  oceu 
by  the  State  Department,  and  they  used  our  advice  very  largel 
to  who  were  genuine  importers  of  Uicsc  dyestuffs  and  who  were 
and  we  met  evei  y  two  weeks.  We  naturally  had  to  sift  out  a  { 
many  bo^^us  applications.  After  some  four  or  five  months  the  ma 
were  so  sunplitied  that  they  did  not  ask  us  for  any  advice  in  the  mi 
of  who  was  a  genuine  manufacturer  and  who  was  not.  ^ 

While  there  have  been  some  comnlaints,  I  think,  generally  spea 
the  work  has  been  very  well  handled.     There  were  complaints 
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rere  justified,  which  were  uncontrollable.  These  were  not  complaints 
i^a.iiist  the  licensing,  but  they  were  in  reference  to  delays,  but  I  think 
luring  the  last  year  there  has  been  very  little  criticism  of  any  delay 
n  getting  a  license.  The  criticism  has  been  in  the  importing  of  the 
^oods.  l  am  perfectly  frank  to  say  that  we  got  more  or  less  criticism 
it  the  beginning  of  our  work  about  delays  for  four  or  five  months  on 
iccount  of  the  aock  strike.  The  goods  were  ordered  and  put  on  the 
lock  and  laid  there  four  or  five  months  before  we  430uld  get  them  into 
liis  country.  I  think  that  was  one  of  the  principal  causes  of  criticism. 
Senator  Smoot.  Some,  of  the  witnesses  here  testified  that  after 
iiaking  an  apphcation  to  the  board  it  was  months  and  months  before 
they  got  any  action  on  the  part  of  the  board. 

Mr.  Thompson.  I  heard  one  gentleman  testify  to  that.  There  have 
been  veiy  few  instances.  In  our  meeting  which  we  hold  now  about 
t?very  six  weeks  in  connection  with  members  of  the  State  Department 
and  members  of  the  Textile  Alliance  there  is  a  review  of  every  com- 
plaint, and  considering  the  number  of  colors,  some  900  colors,  and  the 
numbers  of  importers,  the  mistakes  and  delays  are  really  very  few, 
and  I  think  are  generally  due  to  misinformation.  I  can  give  you  a 
case  that  illustrates  this  point.  I  was  reminded  of  it  by  something 
that  Mr.  Metz  said. 

Mr.  Metcalf,  who  is  a  large  manufacturer  of  worsted  coating,  like 
the  sample  we  had  here  this  morning,  said  to  me  some  six  weeks  ago, 
'*I  don't  think  the  Textile  Alliance  are  acting  promptly  in  giving  us 
just  the  stuff  we  want."  He  referred  specifically  to  the  shipment  of 
one  article  of  which  they  are  very  large  importers.  He  was  naturallv 
dissatisfied.  I  inunediately  called  up  the  Textile  Alliance  and  said, 
*'  I  know  nothing  about  this,  but  Metcalfs  are  very  lar^e  users,  and 
what  is  the  trouble?"  They  said,  ^^We  will  send  you  down  a  letter 
that  explains  the  whole  circumstances."  It  was  a  mistake  in  con- 
signments. They  shipped  single  strength,  and  we  billed  double 
strength.  Mr.  Metcalf  was  justified  in  his  criticism,  but  we  explained 
the  circumstances  to  him  and  sent  him  a  check  for  $25,000,  the  differ- 
ence between  the  two  strengths,  and  Mr.  Metcalf  was  entirely  satisfied 
that  he  had  received  just  treatment. 

I  don't  think  on  the  whole  that  the  War  Trade  Board  or  the  State 
Department  is  open  to  criticism.     They  are  open  to  some.     There 
is  no  question  that  it  is  an  inconvenience  to  look  ahead  six  months 
for  your  colors  where  you  can  send  around  the  corner  and  get  a 
package,  but  I  think  the  average  manufacturer — and  I  am  quite 
well  aw^are  there  have  been  a  number  of  gentlemen  who  have  appeared 
before  you  who  are  entitled  to  full  credence — will  give  you  the  im- 
pression that  the  manufactming  community  as  a  whole  are  opposed 
to  a  licensing  feature.     Now,  I  can  speak  for  the  national  associa- 
tion.   The  matter  has  been  brought  up  twice  in  'that  association. 
The  record  appears  in  the  hearing  of  the  Longworth  bill  before  the 
House  committee.     The  question  had  been  debated  at  length  and 
the  Ucense  feature  was  unanimously  approved,  and  the  members 
voting  were  representatives  of  the  very  large  interests  in  the  country. 
Senator  McLean.  What  does  the  national  association  include  ? 
Mr.  Thompson.  It  includes  people  like  the  Sales,  of  Rhode  Island, 
the  Aspinook  Co.,  all  the  large  printing  concerns  in  the  country,  with 
the  exception  of  the  American  Print  Works  and  the  Pacific  Mills. 
It  embraces  the  entire  printing  industry. 
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Senator  McLean.  This  complaint  comes,  as  I  understand  ir  - 
far  from  the  textile  men.  who  claim  that  when  they  send  the  ?'•   • 
to  you  or  concerns  that  you  represent  to  be  colored  the  delay*  *  ^ 
occasioned  which  interfere  with  the  market. 

Mr.  Thompson.  Yes.     I  do  not  doubt  the  gentlemen  who  l_ 
appeared  before  you  have  probably  had  a  complaint,  but  I  ba** 
on  my  own  experience.     I  know  we  are  handling  the  thing,  an*'  • 
represent   the  largest  printing  industry  in  America.     We  ha^  ■ 
trade  that  is  represented  by  tne  very  best  trade.     We  are  op-r  • 
competition  of  the  whole  world,  and  frankly  we  have  not  met  v  • 
inconvenience  or  suffered  anv  losses  through  our  inabilitv  to  :• 
these  German  colors.     Of  course,  there  was  a  period  during  th^*  * 
when  we  ffot  none  of  them,  but  since  the  licensing  system  has  K-* 
established  we  have  been  enabled  to  get  everything  that  we  want* 
in  good  time  and  in  reasonable  time. 

It  is  perfectly  possible  for  me  to  come  here  and  show  you  that  -i 
could  not  do  that  with  .this  color.     I  will  take  this  coat  thai  ». 
submitted  to  the  committee  this  morning.     Such  a  statemer:  .- 
misleading.     I  could  show  you  a  coat  just  as  bad  as  that,  and  it  »- 
dyed  that  wav  because  the  manufacturers  did  it  in  the  chear— * 
manner  possible.     I  could  also  show  you  a  coat  dyed  bv  the  Amm-  • 
Dye  Co.,  or  by  the  Metcalfs,  dyed  with  the  colors  which  have  1--. 
imported  through  the  Textile  Alliance,  through  license,  whi*}   ■ 
absolutely  fast  and'one  of  the  best  colors;  in  fact,  is  the  same  C"  * 
as  you  got  10  years  ago  or  8  years  ago. 

Senator  Smoot.  What  position  do  you  hold  ?    You  are  chainni- 
you  say,  of  the  license  board  ? 

Mr.  Thompson.  I  am  chairman  of  the  advisory  committee.    ^• 
are  simply  an  advisory  committee  of  the  State  Department. 

Senator  Smoot.  Is  it  not  more  than  likely  that  your  request  wo». . 
bo  acted  upon  at  once  as  against  that  of  anybody  else  ? 

Mr.  Thompson.  Absolutely  not. 

S(;nator  Smoot.  Why  do  you  say  that  ? 

Mr.  Thompson.  Because,  as  far  as  the  State  Department  is  r..-- 
corned,  our  request  goes  in  the  same  as  that  of  anybody  else. 

Senator  Smoot.  But  you  advise  them,  do  vou  not,  as  to  whrtf  • 
they  should  have  this  license  issued  or  that  license  issued  f 

^r.  Thompson.  We  did  at  the  start,  and  we  have  been  T.r 
liberal  in  our  interpretation  of  who  should  get  color  and  who 4i«'. 
not.     The  only  people  we  have  turned  down  were  those  that  wr* 
manifestly — well,  for  instance,  we  had  one  request  for  a  great  Dii' 
thousand  pounds,  and  when  we  traced  it  back  we  found  that  thetpp 
cant  kept  a  livery  stable  in  Schenectady. 

Senator  Smoot.  You  do  not  think  the  State   Depratment  w- 
discriminate  against  you  because  you  happened  to  be  chainnar 
that  board? 

Mr.  Thompson.  No.     I  think  the  licenses  have  been  treated  i- 
they  have  been  received  in  order. 

}4enator  McLean.  Would  these  complaints  as  they  are  brought  . 
b(*  brought  to  your  attention?     Would  you  in  your  position  kr  * 
about  them? 

Mr.  Thompson.  We  knew  about  a  great  many  of  them.    A  pr»i' 
many  of  them  were  discussed  in  committee  meetings. 

Senator  McLean.  How  extensive  were  they  as  apfdied  U^  «- 
wlioh^  business  throughout  the  country? 
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Mr.  Thompson.  No  more  than  you  would  find  mistakes  in  any 
tisiuess.  I  believe  I  run  a  well-managed  concern,  and  yet  I  could 
ring  many  gentlemen  here  to  tell  you  that  we  have  made  mistakes  in 
Lir  business.  But  that  does  not  prove  that  we  do  not  know  our 
usiness. 

Senator  Smoot.  Do  vou  think  the  treasurer  of  the  Merrimac  Mills 
U^d  a  typical  case  when  he  reported  to  this  committee  that  dye- 
-uflFs  -were  ordered  after  considerable  trouble  in  securing  the  license 
rid  month's  delay  and  then  the  dyestuffs  did  not  arrive  here  for 
lonths  after  that  and  then  when  they  did  arrive  that  the  season  had 
assed  and  they  were  no  good  to  them  at  all  ? 

Mr.  Thompson.  I  do  not  remember  that  specific  case,  but  I  do 
noA^r  of  similar  cases  where  the  trouble  was  attributable  entirely  to 
he  dock  strike.  It  did  not  make  any  difference  whether  there  was 
u  embargo  or  license.  The  goods  were  on  the  wharf  and  there  was 
lobody  to  put  them  on  the  ships,  and  that  did  cause  trouble. 

Senator  Smoot.  But  the  dock  strike  had  nothing  to  do  with  the 
asuing  of  a  license,  did  it  ? 

Mr.  Thompson.  He  got  his  license  in  time.  Or  does  he  claim  that 
le  did  not? 

Senator  Smoot.  I  think  he  claims  that  he  did  not. 

Mr.  Thompson.  I  do  not  know  of  that  specific  case.    Mr.  Greene, 

the  treasurer  of  the Mills,  whose  company  is  also  an  agent 

for  the  Merrimac  Mills,  within  the  last  three  weeks  said  to  me,  ^*I 
liave  just  come  back  from  abroad.  I  am  a  little  skeptical  of  this 
licensmg  system  due  to  delays.''  I  looked  upon  his  criticisms  and 
found  they  were  captious.  Mr.  Greene  said,  ^'jDo  not  misunderstand 
me  and  tmnk  I  am  opposed  to  this  system;  I  think  it  is  worth  looking 
into ;  but  under  your  new  bill  I  think  the  experience  of  the  last  two 
years  has  been  oi  great  value."  You  see,  under  this  present  bill  you 
have  an  importable  list  and  a  nonimportable  list.  No  license  is  re- 
quired. It  is  possible  to  keep  the  goods  in  bond,  and  the  textile 
alliance  has  requested  the  State  Department  to  keep  the  goods  in 
bond,  so  they  could  make  just  as  quick  delivery  as  the  German 
importers  could  in  the  old  days. 

Mr.  Metz  has  made  the  point  that  it  would  be  brought  over  in 
barrels.  You  can  bring  it  m  in  10-pound  packages  and  take  care  of 
this  specific  case  that  he  quoted. 

Senator  McCumbeb.  Is  there  anything  in  the  claim  that  the  com- 
mission is  liable  to  hold  that  some  American  product  is  just  as  good 
as  that  which  is  imported  and  compel  the  American  user  to  use  the 
American  product  which  he  finds  is  not  as  good  ?  Have  you  had  any 
complaints  along  that  line  ? 

Mr.  Thompson.  Personally  I  have  not. 

Senator  McCumbeb.  I  mean,  has  the  commission  had  any  com- 
plaints ? 

Mr.  Thompson.  Do  you  mean  the  State  Department? 

Senator  McCumbeb.  Your  particular  bureau. 

Mr.  Thompson,  No;  we  have  not  had  brought  to  us  any  such 
statement. 

Senator  Smoot.  Would  such  a  statement  come  to  you  ? 

llr.  Thompson.  Those  cases  are  reviewed  by  us. 


Senator  La  Follette.  That  is  on  appeal,  do  you  mean  ? 


,  do 
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Mr.  Thompson.  No;  but  at  our  meetings.  For  instance,  Dr. 
Pennyman,  who  was  the  chemical  adviser  to  the  Stat^  Department, 
has  generally  been  responsible  for  the  analysis  to  show  that  the 
American  product  is  equally  as  good  as  the  German  product.  I 
question  whether  anybody  has  suffered  any  serious  loss. 

Senator  McCumber.  Take  a  case  like  this  that  was  mentioned  by 
the  last  witness:  A  manufacturer  of  fabrics  gives  him  the  color 
that  he  desires  the  fabric  to  be  dyed.  He  receives  that  and  tb 
manufacturer  of  the  fabric  desires  to  use  a  certain  particular  Gremwn 
dye  that  he  is  accjuainted  with.  He  applies  for  the  right  to  impwt 
that.  He  is  denied  that  ri^ht  upon  the  ground  that  the  Du  Pont*,- 
or  some  other  company  produce  the  same  thing.  He  uses  the  same^ 
thing  and  he  finds  that  it  will  not  give  the  same  results  under  arti- 
ficial  light,  as  one  would  have  a  reddish  cast  and  the  other,  perhaps, 
a  greenish  cast  under  the  artificial  light,  and  that  he  has  not  got 
what  his  customer  demanded  of  him. 

Mr.  Thompson.  Well,  those  criticisms  reallv  from  a  practical- 
point  of  view  are  due  to  the  personal  equation  ofyour  dyer.  I  knor 
just  the  experience  the  gentleman  has  had.  CJertain  of  our  milla 
can  not  use  certain  colors  which  w^e  use  in  other  mills.  As  a  matter 
of  fact,  there  is  no  reason  why  they  should  not,  but  we  humor  them. 
I  know  the  very  color  that  tnis  gentleman  complained  of.  I  think 
it  was  a  direct  black. 

At  our  Norwich  plant  we  have  an  Austrian  chemist  and  he  hi» 
insisted  that  we  *want  to  eet  back  to  the  German  color.  We  can  not 
get  the  German  color  and  we  get  along  all  right  with  the  American 
color.  We  have  delivered  the  goods.  It  is  a  question  of  manipula- 
tion. If  you  are  going  to  meet  all  the  whims  of  your  dyer  you  art 
going  to  be  in  hot  water  from  start  to  finish. 

I  will  admit  that  there  have  been  inconveniences,  but  I  think  I  voice 
the  sentiment  of  most  of  the  big  users  in  saying  that  we  are  willing 
to  submit  to  those  inconveniences  to  see  tnis  business  thoroughly 
established.  We  know  perfectly  well  that  previous  to  1914  we  wew 
absolutely  in  the  hands  of  the  German  monopoly.  We  took  whit 
they  gave  us.  There  was  no  appeal.  There  is  no  use  goineover that; 
you  gentlemen  are  thoroughly  lamiliar  with  that  story.  We  believe 
now  wHith  the  progress  that  has  been  made  in  this  country,  if  giveo 
an  opportunity  we  will  have  a  self-sustaining  industry  whicii  will  meet 
the  needs  of  the  American  consumer.  Of  necessity  we  have  to  have 
the  cheapest  stuff  we  can  get.  We  want  it.  We  realize  that  we  have 
to  meet  export  trade  competition.  The  British  have  put  on  the 
embargo.  That  takes  care  of  that  end  of  it.  France,  I  believe,  his 
done  tlie  same.  Mr.  Metz  gave  you  several  instances  this  morning  in 
his  testimony  whore  competition  has  already  brought  down  thepnces 
of  the  American  dyestuffs  to  a  fairly  reasonable  level. 

The  things  that  are  not  made  to-day  are  largely  the  vat  col(H». 
They  are  fast  colors  that  are  used  in  cotton  printing  for  shirtings 
and  ginghams.  The  Amoskeag  Mills  use  them  mostly.  I  am  con- 
vinced that  if  you  give  these  people  an  opportunity  for  a  year  or 
two  they  will  manufacture  them  and  give  them  to  us  as  cheaply  a» 
the  Germans  can,  because  if  thev  can  not  do  that  the  Grermans  will 
have  a  monopoly  and  they  can  and  will  charge  anything  they  want 

It  is  probaoly  the  most  difficult  branch  of  cnemistry  that  has  ever 
been  developed  in  this  country.     We  are  short  of  trained  organic  j 
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.^roists.  We  have  to  have  a  higher  staff  of  them  until  we  can 
et  tlie  Germans  in  certain  fields.  We  issued  licenses — I  say  ''we/' 
waning  the  State  Department,  we  acting  as  advisers — for  1,600,000 
Linds  of  dyestuff  in  the  six  months  ending  June  30.  The  records 
il  sliow,  but  I  assimie  that  the  bulk  of  that  are  these  so-called  vat 
lors,  and  a  color  which  we  get  very  largely  from  Switzerland, 
lodamine  6-G,  which  is  not  made  in  this  country.  It  is  those 
lors  that  the  dyestuff  manufacturer  has  to  have  protection  on, 
caiise  he  has  not  made  them  yet  in  sufficient  quantity  or  at  a  price 
at  w^e  would  touch  them.  We  have  been  able  through  the  license 
stem  to  get  all  we  need.  Frankly,  we  have  suffered  no  inconven- 
nee. 

Senator  McLean.  Is  there  necessity  for  a  six  months'  delay  in 
oil  ring  any  dyes? 

Mr.  Thompson.  No;  and  there  is  not  any  six  months'  delay  to-day. 
.'  the  State  Department  will  grant  the  request  of  the  textile  alliance 
)  carry  stuff  in  bond,  we  can  get  the  stuff  very  quickly. 

Senator  Smoot.  Is  it  not  required  at  the  State  Department  in 
sking  for  a  license  that  they  shall  name  how  much  of  a  certain  dye- 
tYiff    they' will  use  within  six  months? 

Mr.  Thompson.  Yes.     You  are  not  allowed  to  import  over  a  six 

aonths'  amount.     Outside  of  these  bogus  applications  which  we  got, 

think  the  manufacturers  played  very  fair.     Naturally,  we  do  not 

ee  the  applications  now,  but  as  they  ran  originally  they  lived  right 

ip  to  the  State  Department's  request. 

Senator  Smoot.  Yes;  and  many  of  them  when  thisy  got  the  goods 
vi\  could  not  use  them. 
Mr.  Thompson.  Well,  that  happened  to  all  of  us. 
Senator  Smoot.  But  if  you  can  buy  and  get  your  goods  within  30 
days  that  would  not  happen. 

Mr.  Thompson.  No;  out  we  have  gone  through  an  abnormal  con- 
dition. ^ 
Senator  Smoot.  We  are  back  now  where  we  can  do  that. 
Mr.  Thompson.  Exactly,  but  this  time  last  year  we  were  all  run- 
ning full;  but  since  the  1st  of /October  up  to  about  six  months  ago 
we  ran  about  6  per  cent.     We  naturally  had  not  any  use  for  a  good 
deal  of  the  stun  brought  over.  '  In  our  particular  instance  we  got 
permission  to  resell.    I  think  we  sold  to  the  Amoskeag  Mills  stuff 
which  we  did  not  need. 
Senator  Smoot.  There  is  no  necessity  of  that  now? 
Mr.  Thompson.  No;  but  that  would  happen  un.der  any  conditions. 
Senator  Smoot.  That  is  one  reason  why  the  license  system  is 
altopther  wrong  in  principle.    Considering  the  way  the  system  has 
worked  in  the  past,  to  compel  it  now,  when  a  manufacturer  of  this 
country  can  get  almost  anything  he  wants  at  any  time,  I  think  is 
unreasonable. 

Mr.  Thompson.  You  do  not  have  a  licensing  system.  You  have 
an  importable  list. 

Senator  McCumber.  Another  question  I  wanted  to  ask  is  this: 
I  think  Mr.  Metz  made  the  statement,  in  substance,  that  where  he 
desired  to  get  a  special  color  he  had  to  unite,  say,  two  or  three  or 
four  different  colors.  If  he  had  to  make  his  order  through  this 
l>oard  he  would  then  be  giving  away  his  trade  secret  as  to  now  to 
get  that  particular  color,  which  would  work  to  his  detriment  ? 
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Mr.  Thompson.  Well,  I  did  not  see  the  specific  color.     I  Lt^- 
his  statement,  but,  as  a  matter  of  fact,  those  trade  secrets  «!• 
amount  to  a  hill  of  beans.     There  are  a  great  many  of  tbe  >ni_ 
dyers  who  have  not  sufficient  knowledge  to  combine  the  coit-:- 
the  right  quantity.     We  make  our  own  combinations.     I  heani !  _ 
Metz  quote  the  different  colors  that  he  used.     Our  chemif^t^  l- 
our  own  dyers  make  that  combination  for  us;  whereas  some  '.r' 
fellow  who  owned  his  own  very  small  amount  and  has  not  suff.- 
knowledge  to  make  them  wants  to  buy  what  he  calls  a  direct «- 
to  dye  that  particular  shade. 

Senator  McCltmber.  But  I  think  his  testimony  was,  for  ixK»: 
that  he  or  his  brother  or  someone  else  obtained  from  the  Gi-m-i 
manufacturer  of  dyes  of  a  particular  shade  just  the  shade  tL.t 
wanted,  the  number  of  pounds,  or  by  licjuid  measure,  whichever "»  -■ 
used,  of  each  of  may  be  a  half  dozen  different  dyes  and  had  V*  l-  ■ 
exactly  in  those  quantities;  that  that  then  became  his  own  tr. 
secret  on  this  side  of  the  ocean,  and  if  he  ordered  that  through  *. 
board  every  competitor  could  immediately  take  advantage  of  » : 
he  had  secured  in  Germany  and  make  the  same  shade. 

Mr.  Thompson.  I  could  not  follow  him  in  that  line  of  reasoniD<z 

Senator  McCumber.  I  may  not  have  it  exactly  right,  but  it  »  • 
something  along  that  line. 

Mr.  Thompson.  All  the  browns  and  slates  and  drabs  are  a  ci  ^ 
nation  of  three  colors,  generally  speakine.     You  can  buy  a  «1-:- 
color  for  a  specific  shade,  but  somebody  Tike  Mr.  Metz  mixes  :t  '  * 
the  manufacturer  instead  of  letting  the  manufacturer  mix  it  for  \  :■ 
self.     We  do  our  own  mixing. 

Senator  McLean.  Do  you  have  any  difficulty  in  getting  shjide> 

Mr.  Thompson.  No;  not  the  slightest. 

Senator  McCu:siber.  Can  you  match  in  your  establishment  i' ; 
shade  that  is  produced  in  Germany  ? 

Mr.  Thompson.  I  should  say  within  reason;  yes. 

Senator  McCumber.  And  get  it  exactly  true  with  a  fast  coltir ' 

Mr.  Thompson.  Our  colors  are  sent  to  us.  Take  a  printing  t''«r-;'  - 
nation.  There  may  be  23  colors  in  the  combination.  Tbe  de^l^  ' 
draws  the  design  and  he  paints  it  in  water  color  or  oil  c<Jor.  ^' 
have  to  match  that  with  the  dyestuff  that  we  have.  And  I  can  r  " 
say  that  we  would  absolutely  match  the  paint  on  that  sample  ^  ' 
we  would  come  so  close  to  it  that  in  trade  usage  it  is  entirely  arr* :  - 
able. 

Senator  Smoot.  Mr.   Thompson,   printing  cotton  eoods   is  H'*\ 
different  from  dyeing  wool  piece  goods;  not  only  that,  but  >•-'' 
business  is  sufficiently  hxrge,  so  that  you  can  have  the  very  l>e?t 
chemists,  and  no  douot  you  do,  but  an  ordinary  woolen  plant  ••:  -* 
ordinary  cotton  plant  can  not  afford  them.     Thev  not  onlv  ri* 
American  dyes,  but  they  need  foreign  dves,  as  referred  to  hy  M* 
Metz.     Those  sample  books  are  sent  to  all  of  the  manufacturers 
fact,  I  am  quite  sure  that  none  escaped  receiving  them,  and  a  forn^*- 
is  given,  just  as  Mr.  Metz  says.     I  have  seen  thousands  of  i.*.*-" 
myself. 

Mr.  Thompson.  That  is  given  by  the  American  manufacturv*r ;  -* 
the  same. 

Senator  Smoot.  I  say,  just  the  same  as  the  foreign  manufartu^" 
That,  of  course,  is  done  and  assists  the  small  manufacturer  in  secim:-: 
the  shades  that  he  really  desires. 
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Mr.  Thompson.  But  he  has  no  more  trouble  than  he  had  in  the 
I  days.  I  mean,  the  American  dyestuff  manufacturer  will  render 
p  sraall  woolen  manufacturer  the  same  assistance  as  he  got  in  the 

I  clays. 

Senator  Smoot.  I  suppose  he  would.  I  do  not  think  there  is  any 
est  ion  about  those  colors  being  greater  in  number,  and  I  think  you 

II  say  so  too,  that  are  manufactured  by  the  Germans,  and  the  com- 
tiations  of  color  that  the  Germans  manufacture  are  many,  many 
nes  as  many  as  the  American  manufacturer  has. 

Mr.  Thompson.  There  are  a  great  many  colors  sold  by  the  Ger- 
ans,  one  color  being  under  four  or  five  names.  They  wanted  to 
it  a  mystery  around  it  so  they  could  control  a  certain  field.  A  man 
ould  call  for  a  Six  B-G,  and  ABC  would  be  the  same  thing. 
We  are  getting  rid  of  that  sort  of  thing.  I  think  that  the  American 
lanufacturcr  is  selling  his  stuff,  as  far  as  I  know,  in  a  perfectly 
.raight  manner. 

Senator  Smoot.  I  never  said  anything  to  the  contrary. 
Mr.  Thompson.  Oh,  I  understand  that. 

Senator  McLean.  The  firm  that  you  represent  does  not  teke  or- 
ers  from  the  Amoskeag  Co.  ?    You  do  not  work  for  them  ? 
Mr.  Thompson.  We  probably  could. 
Senator  McLean.  But  you  have  not? 
Mr.  Thompson.  Some  of  our  associates  have. 
Senator  McLean.  Have  any  complaints  come  to  you  direct  from 
he  Amoskeag  (Co.  ? 

Mr.  Thompson.  I  know  Mr.  Demain  has  been  dissatisfied  with  the 
i^-stem  from  the  start,  and  nothing  will  reconcile  him  to  it.     That  is 
lis  personal  equation. 
Senator  Smoot.  He  has  a  reason  for  it. 

The  Chairman.  I  would  like  to  interrupt  the  committee  for  a 
moment.    Excuse  me,  Mr.  Thompson.     How  much  more  time  do 
you  desire  ? 
Mr.  Thompson.  I  am  through,  Mr.  Chairman. 
The  Chairman.  Word  has  just  been  conveyed  to  me  from  Senator 
Lodge  that  he  would  like  the  committee  over  on  the  floor  of  the 
Senate  to  vote  on  a  motion  that  is  coming  up  and  a  call  for  a  quorum. 
It  is  a  matter  of  some  importance.     In  view  of  that  fact,  pernaps  we 
ou^t  to  adjourn  the  committee  for  the  day. 
What  is  the  pleasure  of  the  committee  ? 

Senator  McLean.  If  the  witness  can  conclude  his  reply  to  this  last 
question,  I  am  through.     I  would  like  to  have  him  complete  his  reply. 
The  Chairman.  Will  you  answer  Senator  McLean's  question,  Mr. 
Thompson  ? 
Mr.  Thompson.  If  the  Senator  will  repeat  the  question. 
Senator  McLean.  In  reply  you  said  it  was  a  matter  of  the  personal 

equation  with  Mr. — somebody,  whose  name  I  have  forgotten 

Mr.  Thompson.  Mr.  Demain. 

Senator  McLean.  I  would  like  to  have  you  explain  what  you  mean 
l)y  that. 

Mr.  Thompson.  I  think  it  is  perfectly  well  known  that  Mr.  Demaiii 
wants  protection  on  what  he  sells  and  he  wants  free  raw  materials; 
and  he  considers  dyestuffs  free  raw  materials. 

Senator  Smoot.  I  think  you  are  doing  him  an  injustice.  He  does 
^ot  say  he  wants  free  trade  in  dyestuffs  at  all. 
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Mr.  Thompson.  Then  we  simply  get  back  to  the  Question.  Seci* 
Will  a  tariff  protect  against  the  German  Kartel?    There  is  ih: 
of  the  whole  thing.     I  can  not  believe  that  it  ever  will.     It  ncvt-r 

I  think  that  this  dyes  tuff  industry  has  got  to  be  placed  seyiar.  • 
from  all  other  industries,  due  to  the  competition  of   the  (r*r: 
Kartel,  which  was  a  very  ruthless  system.     It  is  not  necessani-  •    r 
into  that.     It  is  simply  a  question  whether  jrou  believe   that 
industry  can  be  fosterea  under  a  protective  tariff.     Personally   I  . 
not  believe  it  can. 

Senator  Smoot.  I  do,  and  I  have  every  reason  to  believe  that  i*     ■ 

Senator  Watson.  Have  you  any  investment  at  all  in  the  <:;»•    ■ 
dustry  in  the  United  States  ? 

Mr.  Thompson.  I  have  some  shares  in  the  Du  Pont  Co.     I  .  . 
owned  them  for  a  good  many  years.     It  is  a  very  small  invest mtr/ 
6  per  cent  debentures.     But  I  have  no  interest;  no.     As  a  con^'i::  ■ 
my  interest  is  to  get  dyes. 

Mr.  Choate.  Beforeweadjourn,Mr.  Chairman^  I  would  like  1 1  '.. 
incorporated  in  the  record,  in  view  of  the  incorporation  of  .'n::*    - 
Thomases  speech,  the  answering  speech  of  Senator  Wolcott,  d<4;'-r 
in  the  Senate  on  the  Du  Pont-Levmstein  agreement,  which  appear- . 
page  8991  of  the  Congressional  Record,  volume  59,  No.  152. 

The  Chairman.  Most  of  us  heard  that  speech,  and  it  certAi:.'* 
''crowding  the  mourners''  to  republish  articles  from  the  Con^n-^-.  ■ 
Record.    If  you  desire  to  make  a  statement,  calling  the  attent;  - 
the  committee  to  Mr.  Wolcott 's  speech,  we  will  embody  your  *•-  - 
ment  in  the  record. 

Mr.  Choate.  I  only  thought  that  if  one  speech  went  in,  it  waf  •  - 
fair  to  have  the  answering  speech  go  in. 

The  Chairman.  The  other  speech  is  not  from  the  Congress: 
Record  and  not  already  printed. 

The  stenographer  will  make  a  memorandum  that  Mr.  Choate  .  •  - 
attention  of  the  committee  to  Senator  Wolcott's  speech,  which  n:.. 
found  on  page  8991,  and  following,  of  the  Congressional  ReciTii 
June  3,  1920,  voluijie  59,  No.  152. 

The  committee  will  stand  adjourned. 

Senator  La  Follette.  I  desire  to  ask  Mr.  Thompson  some  »ju— 
tions  when  the  committee  meets  here  to-morrow. 

The  Chairman.  The   committee  will  stand   adjourned   until  ••- 
morrow  morning  at  half  past  10  o'clock.     The  witnesses  are  exiu^- 
and  the  room  wUl  be  cleared  for  the  use  of  the  Treasury  experts. 

(Whereupon,  at  4.40  o'clock  p.  m.,  the  committee  adjoume<i  u:.* 
to-morrow,  Tuesday,  August  9,  1921,  at  10.30  o'clock  a.  mj 
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TUESDAY,  AUaUST  9,  1921. 

United  States  Senate, 
Committee  on  Finance, 

WashingUmj  D.  C. 

The  committee  met,  pursuant  to  adiourmnent,  in  room  312,  Senate 
ffice  Building,  at  10.30  o'clock  a.  m.,  Senator  Boies  Penrose  presiding- 

Present:  Senators  Penrose  (chairman),  McCumber,  Smoot,  La- 
ollette,  Dillingham,  McLean,  Watson,  Calder,  Curtis,  Sutherland^ 
immons,  and  Jones. 

The  Chairman.  The  committee  will  be  in  order.  Senator  Curtis. 
esires  to  make  a  statement  to  the  committee  in  open  session. 

Senator  Cubtis.  Mr.  Chairman,  it  is  perfectly  obvious  from  the 
^ngth  of  time  that  has  been  already  consumed  that  it  is  impossible, 
nless  some  new  plan  is  adopted,  to  get  this  bill  reported  out  and  to* 
et  upon  the  revenue  bill  within  any  reasonable  time.  I  have  takem 
he  trouble  to  look  over  the  hearings  of  the  House,  having  read  all  the) 
earings,  some  36  reports,  and  I  noticed  in  the  Mouse  they 
dopted  the  plan  of  allowing  each  witness  10  minutes  and  permitting 
he  witness  to  file  a  brief. 

In  view  of  the  urgency  of  this  matter,  and  the  importance  of  getting 
his  legislation  through  at  an  early  date,  I  propose  tne  following  resola- 
ion: 

Resolved,  That  hereafter  no  witness  shall  be  heard  on  any  one  subject  longer  than* 
5  minutes  and  that  every  such  witness  shall  have  a  right  to  file  a  brief. 

The  Chairman.  Has  any  member  of  the  committee  any  comment 
A)  make  on  the  resolution  offered  by  Senator  Curtis  ? 

Senator  La  Follette.  I  think,  Mr.  Chairman,  you  might  just  as 
well  adopt  a  resolution  to  hold  no  hearings  whatever  as  to  adopt  that 
resolution.  That  will  afford  just  about  time  enough  for  gentlemen 
to  make  their  demands  with  no  opportunity  to  sift  them  out,  subject 
them  to  cross-examination,  or  get  at  the  facts.  It  would  reduce  the 
hearing  before  this  committee  to  a  mere  special  pleading  on  the  part 
of  the  mterests.  I  suppose  if  this  matter  is  to  be  taken  up  it  ought 
to  be  taken  up  with  some  notice  to  the  committee,  so  that  all  members 
of  thfe  committee  may  have  an  opportunity  to  be  present  and  express, 
themselves  upon  it. 

The  Chairman.  The  chair  is  greatly  impressed  with  the  fact  that 
these  hearings  are  spreading  like  a  forest  fire,  and  if  the  conflagration 
is  not  stopped  the  whole  countrv  will  be  consumed,  in  a  sense.  We 
will  never  get  through.  Already  there  are  nearly  300  requests  for 
hearings,  many  of  them  duplications,  which  it  seems  impossible  to 
consohdate.  I  figure  that  if  the  hearings  already  requested  are 
granted  and  interminable  time  is  taken  m  their  statements,  and^ 
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Jill  V.  r?^  ibiiS4>.  the  tendency  of  the  members  of  th^  •■.-.- 
n^ ::-rr*^!£\c-  withoat  limit  ana  to  get  into  argument^  »  '- 
:  vdl  ^tteiiy  take  two  or  three  months  to  get  ihr.  --jn 
ir    •"u-'Tir"^  tir»*ady  in  sight.     Certainly,  the  American  p^  • 
1  .■•  tea  *iie  "ommittee  do  not  want  that  condition  U»  ■--  - 

rs..    -  ■    "TTT!?*  I  Touid  lifce  to  state^  Mr,  Chairman,  that  1  n  '  • 
V   .>^    •rnms^  i  z»Hid  deal  of  the  10  minutes  allowed  a  w;f  — 
•w:;-Tt^.    ^-  .lesciMns  of  the  members  of  the  committee'   t-: 
-    .-   -vi     z:^:in»''-?  Tjrhere  the  subject  was  very  important  i: : 
-.^   ••      -   -ci    orjugh,  the  time  was  extended.     It  seem.- 
.:::  ^^  .eit  :♦»  ixie  committee  to  determine. 

•.•^jv»^«-.  1  4:s«inie  that  in  a  special  case  unanimous  »  "- 

inec      r-t     r ce  would  permit  an  extension  of  the  ':.»«* 

--.-  -    r  -  -numbers  of  the  committee  ought  to  check  'L-  -• 

t.  ^ -.^  -*  m  ^cnng  into  arguments  with  the  witnesse>  .• ' 

-      V  -      >•»%;■  >in^  has  got  to  be  done  or  we  will  d*    ■ 

.j.'O.  ■/."•^a;nly.  as  far  as  this  particular  matter  ::  « 
•-<•  ■  -«..:  ::  s  •*m».-vmeJ.  it  seems  to  me  we  ought  to  attrz  : 
-•  .'•t::.^^     Wia:  may  be  necessary  when  we  come  l"  i 
^       .•    r  -  <ia\>w 
-.-t.    *  -^^  •  r    j>  'aer*  Aar  reason  why  they  should  be  extenc- 


^    ».    -  \lv  • .  ••  v>.   I  ic  Ti«:c  know  that  there  is,  but  there  migh:  •- 
T-^-^^'^r-   %  -Ln?   t  wuuic  be  valuable  to  the  committee.     .Vs  ?^- 
>.^<v*  "        ^^  >  fi^iCv^r  S,'ni  Wkscoosin,  there  might  be  a  caae  wbtr-  . 
^-...r?^.*      •    %   %'.'W«S5^  .^cjs^^t  to  be  investigated  in  order  that  • 
..  ^      ;;^^   >.    "t   -^  lac  slI  that  sort  of  thing. 
^ .  ^"        \  t«  *s.   r*ia:  vvcid  be  done  at  the  time.     That  was  J.  :* 
V    t.   :><      *r*wr»f  :s^  zo  intention  on  my  part  to  shut  off  anyb*-- 
.  ..   ^.     '-^  %.l    -)t*  j7;\:c!rAiion  necessary,  out  I  do  know  from  v 
%.%.     \    ^«»4M?c^  ii»>^  r:«^  on,  and  I  know  from  our  experieiKe  - 
V   . .  •    ^,<»*'i!i>  >?''  *r*,  :hat  unless  you  apply  some  rule  of  this  L: 
^ ..  %-■    ^  X  ;r*    -fi^  5t-l  vMit  for  four  months. 

>^i-o.t-    .  V  *\*i-:.»TTS.  You  had  better  not  get  it  out  for  f." 
^,       ^  :^«^i   c  ^c  ::  vHit  on  an  imperfect  statement  of  the  fact* 
>s.  .*vv  1  >.  V  tri-^  Sfcaior,  there  has  not  been  anything  new  de^' - 

N^.  x..^  %     V  y.^uxrm:.  The  heanngs  before  the  Ways  and  Mm'- 
•    ..%» ,  vv  Ht  ,  K*  r^yne-Aldrich  bill,  as  I  remember  it,  coverpd  *«  r 

»     V  v*Mu«««^  v<*  orinted  testimony. 
V.  *  •  X  v\  •t^-;.  l*here  are  36  in  this. 

>v...*.^%  V  »i,i.BTrK.  And  that  was  taken  up.  in  considemr  • 
s, » . ..  1*  vv  i  vic-i  bv  questions  propounded  and  answered.  It  w«s  r  ■ 
^    .  .\    %   N  vi,|^»  tiiion  of  special  pleading  in  the  form  of  briefs. 

V-**  » *    *^     iwiHXM.  what  was  the  extent  of  the  hearings  on  t:- 
\    ,N- .  V  x.i'v  .1  S*  in  the  Senate  ? 
<>*>%*  <      V  b\>i-tKTTE.  They  lasted  for  many  weeks, 
.r^  ^\^^  iHW    They  lasted  for  six  months,  according  to  i' 

^XVrr/:^>^^r   They  were  not  open  hearings. 

..^  ^>^  ^  ^>^  v\    lu  the  House  they  were;  m  the  Senate  there  »w 
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ienator  Dillingham.  I  said  in  the  Senate; 

ienator  La  Follette.  In  the  Senate  the  hearings  were  private  and 
tecl  48  hours,  and  the  manufacturers  were  let  in  at  the  back  door. 
c*  public  was  not  permitted  to  appear  and  was  not  represented  at  all. 
riie  Chairman.  1  do  not  remember  any  back  door.  There  was 
\'  or^e  door,  according  to  my  recollection. 

senator  Watson.  Mr.  Chairman,  I  think  we  ought  to  consider  the 
siness  of  this  committee  in  connection  with  the  business  of  the 
iat«.  The  situation  is  such  that  if  we  are  asked  to  pass  the  railroad 
L   the  foreim  funding  bill,  the  tax  bill,  and  the  tariff  bill,  and  to 

I  .-dicier  the  Newberry  case,  which  is  one  of  the  highest  privilege,  it 

II  Id  be  impossible  for  us  to  do  all  those  things  even  if  we  were  to 
^in  now,  and  it  is  quite  evident  that  if  we  go  on  with  these  hearings 
?  way  they  have  been  going  on,  this  bill  will  not  be  ifeported  from 
IS  committee  in  the  next  two  months,  and  it  will  be  impossible  for 

to  pass  it  and  the  tax  bill  before  the  1st  of  December. 
Senator  La  Follette.  Unless  you  can  adopt  cloture  in  the  Senate, 
nator,  you  will  not  expedite  the  passage  ot  this  bill  by  cutting  on 
ese  hearings.  That  is  mv  judgment  about  it,  and  I  do  not  befieve 
m  can  adopt  cloture  in  the  Senate  on  a  tariff  bill. 
Senator  Watson.  I  think  we  can  meet  that  situation  when  we  come 
*  it.  I  think  ways  and  means  can  be  found  for  a  majority  in  the 
^nate.  To  legislate  and  have  hearings  that  are  reasonably  fair  and 
1  op])ortunity  given  for  such  examination  as  may  be  necessary  on 
le  thin^  that  are  most  important,  certainly  that  is  all  anybody 
SLs  a  ri^t  to  ask;  at  least,  from  my  viewpoint;  I  am  not  seeking 
>  speak  for  anybody  else.  But  the  cross  examination  of  any  witness 
in  DB  made  intermmable;  there  is  no  limit  to  the  questions  that  can 
e  asked;  then  members  naturally  get  into  debate  among  themselves 
ud  consume  more  time  than  they  do  in  talking  with  the  witness 
r  the  witness  does  in  his  examination.  I  think  tne  thing  to  do  is  to 
dopt  some  cloture,  and,  therefore,  I  second  the  motion  made  by 
enator  Curtis. 

The  Chairman.  Of  course,  here  is  this  embargo  question.  We  all 
ecognize  the  widespread  interest  in  it,  and  yet  we  have  spent  several 
lays  conducting  hearings  with  no  new  light  that  I  can  see  on  any- 
hing  that  is  not  contained  in  the  voluminous  hearings  held  within  a 
ery  short  period  by  a  subcommittee  of  this  committee.  The 
ituation  is  becoming  intolerable  and  will  be  a  just  subject  of  criticism 
m  the  part  of  the  American  people.  Hence,  I  have  permitted  this 
liscussion  to  be  held  in  open  session  in  order  that  the  puolic  may  know 
hat  the  committee  is  impressed  with  the  importance  of  restricting 
ihese  hearings,  without  any  desire  to  suppress  the  truth,  of  coiu^e, 
>ut  with  a  desire  of  permitting  all  the  illumination  possible  con- 
sistent with  reason  ana  good  sense.  I  will  therefore  put  the  question 
n  open  session. 

Senator  La  Follette.  I  ask  for  a  roll  call. 

The  Chairman.  A  roll  call  has  been  requested  and  the  clerk  will  call 
the  roll.  • 

Senator  Smoot.  I  want  to  say,  Mr.  Chairman,  that  I  recognize  the 
fact  that  if  we  are  going  to  get  this  bill  out,  and  if  we  are  going  to 
take  each  of  these  schedmes  up,  there  has  got  to  be  some  kind  of  a  luni- 
tation  made.  You  are  making  a  limitation,  though,  upon  the  most 
vital  questions  just  the  same  as  you  would  upon  any  one  little  unim- 
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f^ortant  item,  and  I  think  that  we  ought  to  wind  up  these  heaiii^  l- 
ar  as  the  American  valuation  and  the  embargo  questions  air  ^ : 
cemed,  that  we  ought  to  have  a  meeting  of  the  conmiittee,  that  !*.•- 
we  ought  to  decide  what  we  aregoing  to  do  with  those  two  qoesUr--. - 
and  then  start  the  hearings.  Then  there  would  not  be  so  verr  r  : 
trouble. 

The  Chairman.  I  will  state,  and  I  have  already  announced  ti«' 
it  is  the  purpose  of  the  committee,  when  these  hearings  on  the  embarj 
and  American  valuation  are  closed,  which  will  be  to-day,  the  r«  l 
mittee  will  proceed  in  executive  session  and  in  conference  wiii.  : 
Government  experts  to  determine  the  policv  of  this  committ4^   : 
these  (questions.     Then  having  provided  the  oasis  for  the  calcuU*.  - 
of  duties,  we  will  proceed  to  hold  a  limited  number  of  hearings  *»t  •: 
duties. 

Senator  Dillingham.  Mr.  Chairman,  if  it  is  the  intention  <f  *: 
<;ommittee  to  close  these  hearings  on  the  embargo  to-day 

Senator  La  Follette.  It  is  closing  the  hearings  on  the  bill,  n**:  •  ■ 
embargo.    That  is  the  purpose  of  this  resolution,  as  I  undersUci 

Senator  Dillingham.  Will  you  permit  me  to  complete  my  *'i- 
ment? 

Senator  La  Follette.  I  beg  your  pardon. 

Senator  Dillingham.  If  it  is  the  purpose  of  the  committee  in «-.  - 
the  hearings  on  the  embargo  to-day ,it  might  be  well  to  let  this  nr*- 
tion  go  over  until  the  next  meeting,  in  order  that  there  may  be  » *'. 
committee,  because  then  we  will  be  facing  a  new  situation.     Wf  -*. 
have  before  us  everything  that  has  been  said  on  the  quest  lot 
American  valuation  and  on  the  question  of  the  embargo,  and  i! » 
<5an  dispose  of  those  two  questions  the  whole  question  of  takin::  . 
the  schedule  will  be  before  us  and  we  can  intelligently  adopt  a  ni.- 

Senator  Curtis.  Let  us  vote  on  this  and  make  it  applicabit*  af* 
the  disposition  of  the  valuation  and  embargo  questions. 

The  Chairman.  Let  us  vote  on  this  to-day  to  go  into  effec;  i'* 
those  questions  are  decided. 

Senator  McLean.  Or  you  might  amend  your  resolution  to  n 
"*  until  otherwise  ordered.'' 

The  Chairman.  If  there  is  no  objection,  that  will  be  the  un*' 
standing,  that  the  rule  shall  not  apply  to  the  pending  hearing. 

Senator  La  Follette.  That  is,  it  does  not  apply  to  the  heannr* 
embargo  and  valuation,  but  it  does  apply  to  the  iiearings  upon  u\*  "• 
which  we  have  not  yet  taken  up,  the  schedules  i 

The  Chairman,  "i  es ;  It  is  there  that  we  will  be  protected  from  i\*  • 
•Caused  by  absent  Senators  on  other  matters. 

Senator  La  Follette.  I  want  a  roll  call  on  that. 

Senator  Calder.  I  shall  vote  for  the  resolution  with  the  ur. !  ' 
standing  that  if  an  extraordinary  case  should  arise  where  it  m*: 
become  important  to  extend  the  hearing  of  an  individual  wir-^ 
that  may  be  done. 

The  Chairman.  It  has  just  been  stated  by  pij-self,  and  I  thinn  * 
others,  that  in  extraordinary  cases  unanimous  consent  at  any  tiin<  • 
waive  the  rule,  or  a  vote  can  suspend  the  rule  or  repeal  it.    Thf  •  ••^• 
will  call  the  roll. 

The  clerk  called  the  roll;  and  there  were — yeas,  7;  nays,  1:  r- ' 
present,  8,  as  follows: 
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Yeas,  7:  Calder,  Curtis,  Dillingham,  McLean,  Smoot,  Watson,  and 
enrose.  Nays,  1:  La  FoUette.  Not  present,  8:  Gerry,  Jones, 
IcCumber,  Reed,  Simmons,  Sutherland,  Walsh,  and  Williams. 

The  Chairman.  The  motion  is  therefore  agreed  to,  and  the  rule 
ill  stand  as  the  rule  of  the  committee  until  otherwise  ordered. 

Has  Mr.  Thompson  finished  his  statement  ? 

Senator  Smoot.  I  understood  he  was  througjh  last  night. 

Senator  Watson.  I  think  Senator  La  Folfette  asked  him  to  be 
resent  to-day  in  order  that  he  might  ask  him  some  questions. 

Senator  La  Follette.  I  did. 

The  Chairman.  Mr.  Thompson,  are  you  prepared  to  go  on  ? 

Mr.  Thompson.  Yes,  sir. 

STATEMENT  OF  H£.  HENBT  B.  THOMPSOIT— Besnmed. 

The  Chairman.  You  are  here  this  momine,  Mr.  Thompson,  after 
•losing  your  statement  yesterday,  as  I  recollect,  at  the  request  of 
senator  La  Follette,  who  desires  to  address  certain  inquiries  to  you. 

Mr.  Thompson.  Senator,  before  I  answer  any  inquiries,  I  would 
like  to  supplement  a  statement  that  I  made  yesterday  afternoon. 
One  of  your  members  asked  me  if  I  had  any  interest  in  the  stock  of 
any  company  manufacturing  dyestuffs,  and  my  answer  was  that  I 
owned  200  snares  of  the  6  per  cent  debenture  stock  of  the  Du  Pont 
Co.  In  addition  to  that  I  had  overlooked  the  fact  that  I  do  own  150 
shares  in  the  Newport  Co.,  and  I  would  like  to  explain,  if  you  will 
permit  me,  exactly  the  way  I  owned  that  stock. 

I  suppose  about  10  years  ago  I  purchased  $10,000  worth  of  4  per 
cent  bonds  in  the  Du  ront  Co.,  and  prabablv  a  year  later  an  equal 
amount  of  the  preferred  stock  in  the  Hercules  Co.,  when  that  was 
issued.  Later  I  sold  both  of  those  securities  and  put  the  money,  or 
the  equivalent  of  the  money,  into  the  6  per  cent  debenture  bonds 
which  I  now  own. 

Senator  Smoot.  What  is  the  amount  of  the  bonds,  the  face  value 
of  the  bonds  ? 

Mr.  Thompson.  To-day  I  suppose  they  would  be  worth  about 
S15,000.  I  acquired  the  Newport  stock  in  this  way:  I  have  for  a 
period  of  about  10  vears  been  in  the  habit  of  buying  in  a  small  way 
certain  securities  of  a  young  man,  who  is  an  intimate  friend  of  my 
children,  Mr.  Matey,  who  is  connected  with  the  firm  of  William  A. 
Reed,  of  New  Yorlc. 

About  18  months  ago  he  came  to  my  office  and  stated  that  the 

company  was  selling  a  new  industrial  stock  which  he  thought  would 

interest  me,  which  was  this  Newport  stock.     After  reading  their 

prospectus  I  told  him  to  put  me  down  for  150  shares.     That  was  the 

first  time  I  had  known  of  the  company,  and  my  interest  is  simply 

the  amount  that  I  purchased.     The  reason  I  have  gone  into  these 

details  is  that  I  woifld  not  want  you  to  think  that  my  ownership  of 

th^e  securities  influenced  me  in  any  way  in  my  attitude  toward  this 

legislation,  because  if  it  did  I  think  my  directors  would  be  entirely 

justified  in  firing  me,  and  I  think  they  would  fire  me.     I  do  not  think 

they  would  keep  me  in  my  position,  because  my  real  interest  in  this 

thing — I  can  put  it  very  briefly — is  this :  I  think  it  was  in  answer  to 

^  question  yesterday  that  Mr.  Metz  stated  that  he  believed  80  per 

cent  of  the  ayestuffs  used  in  this  country  was  now  manufactured  here 


TARIFF — ^DYES  EMBABGO. 


.i^  I 


tlie  Germans  were  supplying  us  20  per  cent.     It  i«  r- 
u-:.*  2rt  per  cent  that  most  of  us  are  interested  in  to-day.  and  . 
rt^^ip.  vitul  t{»  tilt  T^rpetuation  of  a  great  deal  of  our  business. 

1  \\ri.  luiv  -^T^-  •■"  .:^  plants,  the  Pawtucket  plant,  as  an  illustr?.' 
( m-  p:.:.ui^  :i-  t^  -s  :-  shirtings  which  have  to  be  printed  in  * 
i:i>     «' ♦.  Tr     -_*    ^.:    -  M  rs.  prints  wtiich  require  rhodamine  *  ' 

•*•»     "A.    •   r-ir    :     ir  Pawtucket  branch  is  true  of  all  our  < 
**  '    ^- —  :  ♦    _Z' •-.  :ji  ?:"-nrinsr  Co.  at  Fall  River,  the  Pacific  V 
'^      •       :   r  zii_^.  ^uch  as  the  Am<:^keag  and  the  Lan« :.» 
. -^-    .-*  ^>-^iay  for  all  our  supply  of  colors^ 
_".--'-      r-^^Aiy.  I  do  not  feel  that  that  is  a  hn;.- 
:^  :!-•:  z--*   "hose  colors  to-day,  except  in  a  '>♦ 
-  ~-  r^  jii:*i  price,  fri>m  the  ^-Vmerican  mar  i* 
_-•  '    '  ^-  .1.     Pie  result  of  that  is  that  it  leavt-    • 
—       -r—    —  ::-r?.     • 'He  we  have  arrived  at  already. 

- -.r'-r    -inv^^^nir  that  he  has  lost  a  large  part  </  '    • 

-    •     ^._-  ._-u:.''^i  iiis  price  venr  radically  on  the  *'• .  ' 
_        -.     1    :in  aor  say  exactly,  but  onhand  I  sh   . 
^      .      -f  ^i^T    j.r  liiese  vat  colors  are  four  times  w 
^     -     ^-    :,r  Tar     I  <:jaestion  very  seriously  if  t  • 
_  -■-.--._  —^  n  :ii«?  same  ratio.     OHf  course,  their  r  - 

■•     :c-  -  -  T-r-  -*:.     Tbe  German  cartel  have  the  priv:.  ; 
_       -^     ••  *-;-   .   ui^  ririre  they  want. 

■  ^*,.   .     -.iHT^  Azio  I  do  not  think  it  is  an  imagin:-. 

^    -      ^.^    r  c  lo  sell  us  at  all,  and  enable  the  iv  •- 

^     .  -        r'-r*  '^^^  *nd  of  fast  color  prints  to  export  \  - 

..  ;^         ■  —  ilTi  scU  their  colors  tlut>u^  the  &?n:.  ■ 

-     -*  iE^- :iey  would  kill  two  birds  with  one  St* ' 
.  r  fcri  the  cotton  mill  products  of  GenEt: 
^  *     .        ^-r^  ATTe  way  because  tne  migham  indu-*'^ 

_    ,        .    ^*o^  ,^;  :he  shu-ting  industry  lorm  a  venr  ur: 

•  .>^ -  N*^     I  T'^ink  that  is  really  a  source  of  Jar. j- : 
^    .    .,  ^  rr  -"iT  expressed  by  some  of  the  gentln:  •• 

.,  ..T   -  ^*  are  to-day  living  by  the  grace  «»:  * 

:i.^:c*  ^*trt  of  our  business,  and  it  is  that  i ' 

.  ..    -   ^*>:tu:  :he  whole  dye  industry  perpetu&: 

-V    -   ;:.^  i^rislation  bein^  anythmg  more  t*  •  • 
,^  ^r.;t*ro«^  «m  not  manuiacture  goods  in  o-  -■ 

•  ~  "^n*.!?-  n  Utf  neirt  three  or  foiu*  years,  they  '•  - 

.  7—1    Al-   f^:.Airman,  I  am  obliged  to  leave  t 
^"    ■  ^         .    ^::fc.4   li^Tn  a  meeting  of  the  C!ommilt<v    • 

.  -     -    ;nH    uti.!^  -ii*  at  11  o^clock  the  Townsen*!  ^ 
^  ,    •    :r>   r^.^oHOs.    t  am,  therefore,  obliged  to  f^r- J 

t    «r^.   «'^    {.ji'^UvMis  of  this  witness  or  any  I'V-: 
.  -..tM  .v.riTU: '-^^^  nioming  hearings. 
"~  -4 , .    -  4  n?  r  .Tf  this  afternoon  ? 

"^  ^^  .  \-.^^       vu   V  here  this  afternoon  if  this  o  '  - 

^  '  \-t.    :r;»  'kiitfc  s-v^nmiittee  is  not  in  session. 

^     r.,r.  Mt '  ;' r.or member  of  the  committer  • 
^        .      r».!.r..T>vai  jwT.v  qiK       ns  as  ^     ♦his  embav 
...     \t-.    >fm,>^  '      Wew:. 
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TATEME17T  OF  HB.  GEOB&E  E.  HATWABD,  OF  MABIETTA, 
OHIO,  BEPBESEITTING  THE  MABIETTA  BEFINING  CO. 

Senator  Smoot.  Mr.  Hay  ward,  will  you  please  state  for  the  record 
our  name,  your  residence,  and  whom  you  represent? 

Mr.  Hayward.  George  E.  Hayward,  Marietta,  Ohio.  I  represent 
lie  Marietta  Refining  Co.,  of  Marietta,  Ohio. 

Senator  Smoot.   xqu  may  proceed. 

Mr.  Hayw^ard.  We  have  been  engaged  in  the  dyeatuff  business, 
''he  Marietta  Refining  Co.  was  formerly  a  company  engaged  in  refining 
>etroleiim.  Their  works  were  destroyed  by  a  disastrous  flood  in  the 
)hio  Valley,  and  by  a  set  of  circumstances  tnev  engaged  in  the  manu- 
acture  of  aniline  dyestuffs  in  the  latter  part  of  1918.  There  iare  only 
I  few  persons  interested  in  this  company.  We  regarded  the  business 
IS  rather  hazardous  and  we  did  not  invite  very  much  public  partici- 
Dation.  The  communitv,  however,  has  some  interest  in  this  matter. 
We  disbursed  in  our  town  $83,000  in  labor  pay  rolls  last  year  and 
about  $30,000  in  salaries.  So  that  the  public  of  our  community  h^S' 
some  little  interest,  and  we  feel  that  in  view  of  the  intermediates  that 
we  are  manufacturing,  or  one  intermediate  especially,  and  the  fact 
that  our  apparatus  is  adaptable  to  it,  there  might  be  some  national 
interest  in  tliis  matter  on  account  of  national  defense. 

Senator  Smoot.  What  are  you  making  in  the  way  of  intermediates  ? 

^Ir.  Hayward.  We  are  making  dimetnylanilin.  That  is  one  of  the 
important  intermediates  in  maKing  basic  colors  and  other  colors. 
We  also  make  three  basic  coal-tar  colors  of  what  are  regarded  as  some 
of  the  higher  classes  of  basic  coal-tar  products;  m^achite  green, 
brilliant  green,  and  auramine. 

Aside  from  the  community  interest,  I  perhaps  would  not  ask  to  be 
heard  before  this  committee,  except  for  one  particular  reason,  which 
I  will  get  to  in  just  a  moment. 

We  feel  that  under  normal  conditions  we  would  not  fear  German 
competition  if  a  reasonable  tariff  were  maintained  on  the  aniline 
products,  about  the  same  as  there  is  now  or  possibly  some  increase 
according  to  the  present  condition,  but  our  greatest  concern  is  on 
accoimt  of  the  foreign  exchange  situation. 

You  perhaps  are  well  acquainted  with  the  fact  that  the  present 
German  currency  is  only  one-sixteenth  of  its  normal  value;  and  that 
the  German  laborer,  although  highly  paid  at  the  present  time  in  their 
currency,  the  dyestuff  laborer  is  only  receiving  now  56  cents  a  day 
on  an  average  in  our  currency;  and,  as  we  have  to  pay  our  laborers 
according  to  our  own  currency  and  sell  in  the  same  market  with  the 
German  who  pays  in  his  currency,  we  are  in  the  same  predicament 
that  Switzerland  is  in  who  has  an  appreciated  currency  with  reference 
to  Germany,  although  we  are  in  a  worse  position  of  any  of  the  coun- 
tries because  our  currency  is  the  most  appreciated.  Therefore, 
coming  in  competition  with  a  country,  or  any  number  of  countries, 
that  has  a  depreciated  currency  we  are  at  a  great  disadvantage,  be- 
cause the  cost  of  many  of  the  so-called  raw  materials  depends  upon 
the  cost  of  labor.  For  example,  dimethylanilin  is  a  raw  material,  or 
has  been  a  raw  material  to  us,  but  it  represents  the  element  of  manu- 
facture which  goes  back  to  labor,  and  its  real  cost  is  finally  largely 
labor.    Therefore,  Germany  with  this  depreciated  currrency  trading 
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with  neighbor  countries  also  with  depreciated  currency  can  sop^ : 
this  material  without  dealing  with  us.    Therefore  the  current  if  i 
against  us.     Not  only  the  dyestuff  manufacturers,  but  other  mir. . 
f acturers  will  in  course  of  time  feel  the  effects  of  this. 

Senator  Smoot.  I  have  a  letter  here  from  an  importer  io  wL* 
there  appears  a  statement  which  I  would  ]ike  to  read  to  vui; 
wanted  to  ask  you  whether  you  had  any  experience  in  your  line  :'  . 
would  justify  any  such  statement.     The  statement  is:  * 

The  theory  that  exchange  cheapens  the  product  is  not  in  accord  with  the  fartr  ip 
t>ur  experience  we  have  paid  in  many  instances  over  2,000  per  cent  hijdher  cvfi  *:- 
those  of  prewar  times,  and  on  many  invoices  this  rule  has  been  00  positive  thi'  * 
almost  a  truism. 

Do  you  think  that  that  statement  is  correct  ? 

Mr.  Hayward.  I  still  think  it  will  hold. 

Senator  Smoot.  Do  you  not  know  that  it  is  not  correct  ? 

Mr.  Hayward.  No;  I  do  not. 

Senator  McLean.  It  would  depend  on  the  degree  of  competi*  - 
that  this  particular  ai-ticle  would  meet  with,  would  it  not  ?    If  f- 
are  making  something  that  we  do  not  make  here  they  could  fix  " 
price,  could  they  not? 

Mr.  IIayward.  The  cost  of  the  making,  however,  all  depeinS 
how  much  they  paid  out  for  lahor. 

Senator  McLean.  I  am  not  speaking  of  the  cost  of  making.  I  -' 
speaking  of  the  price  that  the  importer  paid.  However,  that  i*  • 
right,     rroceed. 

Mr.  Hayward.  We  made  our  calculations  in  entering  this  bu>ir.-' 
that  there  would  bo  no  advance  whatever  in  the  tariff,  ancK  therpf'- 
were  it  not  for  this  exchange  situation  we  feel  we  could  compels 

A  statement  was  made  by  a  witness  here  yesterday,  a  man  « 
informed  in  the  business 

Senator  Simmons.  Pardon  me.  Then,  it  must  be  your  opii'' 
that  if  the  tariff  were  increased  to  the  point  where  it  would  oven*": 
this  exchange  business  that  would  be  all  that  would  be  necessar> ' 

Mr.  Hayward.  Yes,  sir. 

Senator  Simmons.  Have  vou  any  definite  idea  of  how  mu«'h  ^* 
present  duty  would  have  to  be  increased  in  order  to  accomplish  * 
result  ? 

Mr.  Hayward.  Of  coui'se  there  are  fiuancial  and  economic  U^v"- 
work  in  the  world  and  no  one  knows  how  thev  will  work  out.  b'. 
this  exchange  situation  works  out  as  I  think  it  will,  it  would  tA^ 
very  large  tariff.     As  the  exchange  works  here  the  necessity  of  a  '  : 
tarfff  will  diminish.     If  the  exchange  were  normal  I  <lo  not  tliii>  ■ 
would  need  very  much  more  tariff. 

Senator  Smoot.  The  American  valuation  would  help  t!;al. 

Mr.  Hayward.  The  American  valuation  would  help  very  jrn'*' 
of  course. 

Senator  Smoot.  Proceed. 

Mr.  Hayward.  A  witness  yesterday  made  the  statement  that  t  ■ 
larger  manufacturers  in  the  United  States  would  monopolizi*  * 
business  through  the  fact  that  they  control  the  interme<UAte»-  ^ 
far  as  our  plant  is  concerned,  which  involves  only  a  capita! 
$150,000,  it  does  not  fear  that  situation  at  all.  There  was  a  t;^ 
mendous  shortage  of  dimethylanilin  and  we  put  in  our  plant  ft-'- 
made  our  own,  and  we  can  go  back  further  than  that  if  neces*? 
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do  not  think  there  is  anything  real  about  that  menace.  The  only 
hing  that  causes  us  not  to  continue  to  develop  our  business  in  a 
a:^er  way  is  the  fact  that  we  feel  we  are  up  against  an  impass6  in 
his  exchange  situation,  which  is  only  beginning  to  work  out.  We 
lave  developed  three  important  basic  colors,  but  we  are  right  on 
:he  edge  of  a  half  dozen  more. 

Senator  Sdimons.  Have  you  made  any  investigation  with  a  vie^ 

:o  ascertaining  the  value  at  which  the  products  you  make  are  invoiced 

when  imported  into  this  country  ? 

Mr.  Hay  WARD.  I  could  give  you  some  figures  as  to  the  invoices—; — 

Senator  Simmons.  I  am  not  talking  now  about  the  price  at  which 

they  sell  in  the  foreign  country,  but  I  am  talking  about  the  invoice 

E rices  when  they  are  imported  into  this  country.  There  seems  to 
e,  from  the  testimony  that  we  have  had  heretofore,  some  differ- 
ence between  the  foreign  selling  price  and  the  invoice  price,  the 
price  at  which  the  importer  values  his  goods  for  the  purpose  of  the 
application  of  the  tari£F.  That  is  what  I  would  like  to  ascertain, 
whether  you  are  comparing  your  cost  of  production,  or  the  market 
price  of  your  product,  with  tne  foreign  cost  of  production,  or  rather 
the  German  cost  of  production,  and  the  German  selling  price,  or 
have  you  been  comparing  it  with  the  actual  price  at  which  the 
German  exporter  invoices  nis  goods  ? 

Mr.  Haywakd.  We  take  account  of  both  the  American  valua- 
tion   , 

Senator  Simmons.  I  am  not  talking  about  the  American  valua- 
tion ;  I  am  talking  about  the  value  that  is  actually  placed  upon  the 
goods  by  the  importer  for  purposes  of  assessing  the  duties  against 
those  goods. 

Mr.  Hayward.  I  am  not  posted  on  that  subject. 
Senator  Simmons.  I  am  asking  that  question  because  witnesses 
have  testified  here,  not  in  this  hearing  but  in  the  hearings  upon  the 
emergency  tariff,  that  the  invoice  prices  of  German  goods  now  are 
higher  than  they  were  before  the  war,  and  that  the  duties  are  being 
paid  in  New  York  upon  German  goods  at  a  higher  valuation  than  that 
upon  which  they  were  paid  before  the  war. 

Mr.  Hayward.  That  may  be  true.  I  do  not  have  any  experience 
along  that  line. 

Senator  Simmons.  That,  if  continued,  would  seem,  so  far  as  you  are 
concerned,  to  remove  your  trouble  about  this  exchange  situation. 
You  are  only  interested  in  the  exchange  situation  to  the  extent  that 
it  affects  the  value  upon  which  the  duty  is  levied.  Now,  if  that 
price,  that  value,  is  as  high  as  it  was  before  the  war  and  higher — and 
that  is  what  the  witness  said — I  do  not  see  how  you  would  suffer  by 
this  low  exchange  rate;  that  is,  if  that  continues.  I  do  not  know 
whether  that  is  a  permanent  condition  or  not,  but  the  customs 
ofBcials  testified  that  it  was  an  actual  condition. 

Mr.  Hayward.  We  are  obliged,  however.  Senator,  to  base  our  cal- 
culations on  what  they  can  do  rather  than  what  they  have  done, 
hecause  they  are  only  just  getting  ready  with  this  campaign. 

Senator  Simmons.  The  value  of  German  goods  upon  wnich  duties 
are  being  paid,  is  not  that  the  question  ?  Of  course,  assuming  always 
that  that  is  to  continue. 
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Mr.  Ha y WARD.  Of  course,  in  cutting  prices  they  do  not  do  it  mil  i~ 
once.     They  do  it  so  they  can  get  a  little  under  the  price  until  :- 
other  fellow  gives  out.     That  is  all  that  is  necessary.     They  lu:^ 
rally  want  to  make  all  the  money  they  can. 

Senator  Simmons.  You  have  not  looked  into  that  situation  tfajit  l 
am  discussing  ? 

Mr.  Hayward.  I  have  made  some  inquiries. 

Senator  Simmons.  Did  you  get  any  facts  as  the  result  (rf  vy; 
inquiries? 

Mr.  HAYWARd.  The  J  are  furnishing  auramine  in  bond  at  about  * 
same  price  we  are  selling  it  for  in  New  York  City. 

Senator  Simmons.  You  mean  to  say,  then,  it  is  invoiced  war 
imported  at  about  the  same  price  at  which  you  are  selling  it  ? 

Mr.  HAYWARd.  Yes,  sir. 

Senator  Simmons.  And  the  duty  is  paid  upon  that  invoice  pnr-- 

Mr.  Hayward.  Yes,  sir. 

Senator  Simmons.  So  you  are  not  hurt  if  the  foreign  market  pn'  •- 
is  falling  ? 

Mr.  Hayward.  It  is  my  opinion  that  unless  this  embargo  is  plar**. 
that  any  American  color  over  40  cents  a  pound  will  disappear.  Ttat 
is,  the  American  manufacturers  will  be  driven  out  of  ousiness.  I 
give  you  that  as  my  opinion  after  a  careful  investigation. 

Senator  Simmons.  I  did  not  catch  that  statement. 

Mr.  Hayward.  I  said  that  any  manufacturer  producing  any  an**: 
costing  over  40  cents  a  pound  will  be  driven  out  of  business. 

Senator  Simmons.  Unless  the  duty  is  increased. 

Senator  McLean.  He  did  not  say  that. 

Mr.  Hayward.  Any  reasonable  ordinary  duty  that  has  been  coit- 
sidered  for  any  time.  For  instance,  the  present  duty  would  d*.* 
enable  any  modem  color  to  be  manufactured  in  the  Lnited  StAt^ 
that  costs  over  40  cents  a  pound. 

Senator  Simmons.  But  you  did  not  express  the  opinion  that  :; 
would  be  necessary  to  have  an  embai^o  ? 

Mr.  Hayward.  I  do  think  an  embargo  is  the  only  effective  tluu: 
at  the  present  time.  I  would  not  asK  for  it  for  any  longer  that 
three  years,  and  I  believe  by  that  time  the  exchange  situation  t:.. 
have  nghted  itself  partially  and  the  Americans  will  be  able  to  compru. 

Senator  Smoot.  With  an  American  valuation  and  a  rate  of  uatr 
to  protect  the  industry,  do  you  think  that  would  reach  the  saiv 
end  as  an  embargo  ? 

Mr.  Hayward.  It  would  have  to  be  what  might  be  regarded  •* 
ridiculously  high. 

Senator  Smoot.  You  need  not  say  what  it  would  be  regarded  »s 
having  to  be. 

Mr.  Hayward.  It  would  answer  the  same  purpose  if  it  were  hff^ 
enough. 

Senator  Simmons.  You  admit  that  a  great  many  of  the  produM- 
of  the  dye  industry  can  now  compete,  do  you  not  ? 

Mr.  IIayward.  There  are  quite  a  nimiber  of  things  that  couM 
compote,  even  under  the  present  conditions,  but  they  are  the  cheapo* 

things. 

Senator  vSimmons.  What  percentage  of  the  products? 

Mr.  Hayward.  Take  the  acids  and  the  reagents  and  the  cheaper 
colors;  they  will  come  very  near  competing  under  the  present  schedule 
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Senator  Simmons.  If  you  adopt  the  embargo  system  the  imports 
f  those  thmgs  would  be  embargoed,  would  they  not? 
Mr.  Hayward.  I  presume  they  would. 

Senator  Simmons.  What  reason  can  you  assi^  for  etabargomg 
he  importation  of  a  product  where  you  say  there  is  no  trouble  about 
onipetition  ? 

Mr.  Hayward.  It  is  a  difficult  thing,  of  course,  for  me  to  speak 
or  the  whole  chemical  and  dye  industry.  I  am  only  posted  on  the 
)art  that  I  am  interested  in. 

Senator  Simmons.  Suppose  there  is  a  part  of  the  products,  we  will 
ay  25  per  cent  of  the  products  of  the  dyestuffs  industry  in  this 
country  that  can  compete  upon  the  present  tariff  rate,  with  the 
>resent  tariff  protection;  and  there  is  another  25  per  cent  of  it  that 
•an  compete  ii  you  would  give  a  reasonable  increase  in  the  present 
•ates.  Would  you  think  with  50  per  cent  that  could  either  compete 
ipon  the  basis  of  the  present  rate  or  with  a  reasonable  increase  in  that 
rate  that  you  ought  to  adopt  an  embargo  system  that  would  embargo 
the  importations  of  that  50  per  cent  m  order  to  protect  the  other 
50  per  cent  ?  Would  not  the  more  reasonable  thing  oe  to  differentiate 
the  two?  If  you  are  going  to  impose  an  embargo  impose  it  upon 
those  things  and  only  fliose  specific  things  where  a  tariff  would  not 
adequately  protect  or  a  reasonable  tariff  would  not  adequately  pro- 
tect. 

Mr.  Hayward.  Yes;  that  seems  reasonable. 

Senator  McLean.  With  the  dyes  that  are  made  in  this  country, 
25  per  cent,  being  made  so  cheaply  now  that  there  is  no  difficulty  in 
supplying  the  domestic  demand,  the  embargo  woidd  not  injure  any 
consumer  in  this  country,  would  it  ? 

Mr.  Hayward.  They  competed  before  the  war  and  before  any  of 
these  conditions  changed. 

Senator  McLean.  How  do  your  prices  now  compare  with  your 
prices  before  the  war  or  when  you  began  to  produce  i 
Mr.  Hayward.  They  are  about  hall. 

Senator  McLean.  Does  that  reduction  largely  apply  to  these 
standard  dyes  that  have  been  perfected  in  this  coimtry  ? 

Mr.  Hayward.  The  cost  of  all  raw  materials  have  come  down 
very  greatly,  of  course.  There  was  a  tremendous  fall  right  after  the 
armistice,  and  then  there  was  a  starvation  time,  and  after  that  the 
price  was  forced  up  by  scarcity  of  supply.  Dimethylanilin  is  only 
naif  the  cost  it  was  a  year  ago.  It  was  practically  unobtainable  then. 
That  is  when  we  were  forced  into  making  it. 
Senator  Smoot.  Proceed. 

Mr.  Hayward.  We  feel  that  we  can  go  along,  even  in  a  small  way, 
in  spite  of  the  statement  of  the  witness  yesterday  that  we  are  depend- 
ent on  the  grace  of  the  larger  manufacturers  of  this  country.  We  do 
not  feel  that  there  is  anv  particular  menace  to  us;  and  so  far  as  our 
plans  are  concerned,  we  nave  perfected  three  colors  which  are  as  good 
as  any  made  in  the  world,  in  spite  of  the  fact  that  there  is  a  superiority 
claimed  for  German  dyes.  We  have  four  more  that  we  would  bring 
out  right  away  if  we  felt  that  there  was  any  security  in  the  matter. 
We  have  not  proceeded  at  all  to  bring  out  any  of  those  colors,  and  we 
do  not  expect  to  until  we  have  some  assurance  that  we  will  be  able 
to  continue  in  business. 
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Senator  McLean.  That  is/  unless  you  have  a  tariff  that  will  appNMr 
to  be  ridiculously  high,  or  an  embargo,  you  will  not  invest  the  camtal 
that  will  be  necessary  to  develop  these  other  colors  that  you  heuim 
you  have  perfected  ? 

Mr.  Hayward.  No,  sir.  We  would  not  be  willing  to  go  any  fnrdiir 
in  development  work. 

Senator  Simmons.  You  said  a  little  while  ago  that  yourappreheft^ 
sion  grew  altogether  out  of  the  exchange  situation. 

Mr.  Hayward.  Yes,  sir. 

Senator  Simmons.  If  this  committee  should  adopt  the  Ammcan 
valuation  plan,  that  would  be  overcome,  would  it  not? 

Mr.  Hayward.  No.  It  would  not  alter  the  cost  of  the  products 
abroad  at  all.  The  application  of  the  duty,  of  course,  would  l» 
another  matter  altogether. 

Senator  Simmons.  It  would  greatly  increase  your  protection? 

Mr.  Hayward.  It  would  increase  the  protection,  to  be  sure;  bal 
the  initial  cost  over  there  would  not  be  altered  by  the  Americaa 
valuation. 

Senator  Simmons.  If  they  continue  their  present  plan  of  trvii^  to 
get  the  benefit  of  the  higher  prices  in  this  country,  that  would  hdp 
you,  would  it  not? 

Mr.  Hayward.  Oh,  yes;  certainly.  But  so  long  as  they  sell  t 
little  under  us,  so  it  is  money  in  their  pocket  for  us  to  expire  slowlj. 
but  just  the  more  certainly,  than  if  they  cut  it  down  to  the  very 
bedrock  in  the  beginning. 

Senator  McLean.  Would  you  rather  take  your  chances  with  do- 
mestic competition  than  you  would  with  the  German  monopoly? 

Mr.  Hayward.  I  have  no  particular  fear  of  the  domestic  cpmpeti- 
tion.  If  we  can  not  take  care  of  ourselves  with  domestic  competition, 
as  the  witness  said  yesterday,  we  are  in  an  impossible  position  and 
not  entitled  to  go  on,  if  we  have  invested  our  money  on  false  premises. 
We  feel  that  our  calculations  are  based  on  sound  principles  were  it 
not  for  the  exchange  situation.  That  is  something  that  has  come  up 
that  has  entirely  upset  all  our  calculations. 

Senator  McLean.  You  do  not  fear  domestic  competition  thit 
maintains  the  same  standard  of  wages  and  costs  ? 

Mr.  Hayward.  We  pay  $6.50  a  day  on  an  average  to  our  employeeSj  | 
and  if  wo  are  to  compete  with  a  man  who  can  hire  his  employees  for 
56  cents  a  day  we  do  not  sec  any  chance  whatever. 

Senator  Sutherland.  Have  you  made  any  adjustment  of  j'ourj 
wages  since  the  war  ? 

Mr.  Hayward.  No,  sir;  we  have  had  to  employ  fewer  laborers,  but 
we  pay  the  same  price. 

Senator  Sutherland.  You  are  continuing  your  scale  of  wages? 

Mr.  Hayward.  I  do  not  think  we  can,  but  we  did  not  feel  that  i 
readjustment  is  workable  at  this  time.  As  the  witness  said  yesterdiV. 
it  is  a  disagreeable  and  dirty  job  working  in  dye  work,  and  we  have 
sifted  these  men  down  until  they  are  the  most  skilled  men  we  have, 
and  wo  feel  that  we  ought  to  maintain  the  same  schedule. 

Senator  Smoot.  Is  your  plant  running  full? 

Mr.  Hayward.  No,  sir;  only  about  one-third. 

Senator  Simmons.  You  said  a  little  while  ago  that  prices  were  very 
much  less  than  when  you  began  ? 
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\KD.  Y*8,  sir;  that  is  all  due  to  reduction  In  th«  cost  of 

1MONS.  You  began  in  191S  when  we  had  the  high  prices. 
■  vy  for  everything  ? 

utD.  Yes,  sir. 

MMONS.  And  since  then  you  have  lost  a  large  number  of 

^lV(>  you  not? 

\RD.  Yes.     Id  the  last  five  or  six  months  our  business: 

.  much  diminished  by  the  fact  that  there  is  a  worid-wide> 

■mrchases  of  everything. 

■.1MON8.  In  the  purchasing  power.    And  then,  of  course,. 

-try  has  probably  lost  more  heavily  than  most  other 

ciiuse  the  demand  during  the  war  was  abnormal  as 

.  Ii  the  demand  for  many  other  things. 

viiD.  The  paper  trade,  for  example:  If  you  have  noticed 

Ills,  you  nave  found  that  the  paper  trade  has  been  veir 

■  ■t\  for  a  good  niany  months  and  strikes  have  prevailed. 

i  lire  a  color  that  is  largely  used  in  the  paper  trade. 

M>oT.  Mr.  Hayward,  if  you  can  get  through  in  a  few 
liave  another  witness  with  whom  we  would  like  to 

'L'  o'clock. 

'IMOK3.  I  will  not  ask  him  any  more  questions. 

\i{D.  So  far  as  the  superiority  of  the  German  dyes,  as  we 

..I'm,  b  concerned,  we  do  not  think  there  is  anything  to- 
red  idea  has  been  going  around  that  the  German  <fyes. 
But  the  American  dyes  are  catching  up  with  that 

: ,  iind  we  think  if  there  is  any  real  "  pro  ounce  publico" 

■ntioned  by  the  witness,  it  is  the  fact  that  the  Germao 
;Kh  superior  to  the  American  dyes, 
lilt  our  list  of  dyes  is  as  good  as  any  made  in  the  world. 
ink  that  the  race  is  always  to  the  strong,  although  we- 
o  a  field  of  action  that  we  regard  as  a  very  hazardous. 

\  f're  five  or  six  of  us  that  went  into  this  dyestuff  matter 

-  open,  and  if  we  lose  ill  the  money  that  we  have  put 
\  ill  not  be  very  much  whimpering  done  about  it.     Our 

.:)e^  an  interest,  and  we  believe  that  there  is  a  national 
V  ing  our  business  maintained. 

MONS.  We  are  producing,  I  believe  they  say,  about  90 
the  dyes  we  need.     When  the  war  began  we  werepro- 

'■•■]  per  cent.     You  say  that  what  we  are  producing  is  as- 

■('  produced  anywhere  else  in  the  world  1 

\  RD.  I  said  ours  were.     I  can  not  answer  for  all  of  them. 

■iMONS.  Oh,  yours.     I  thought  you  spoke  generally  of 

\ED.  1  am  not  well  enough  posted  to  make  that  state- 
do  know  that  our  own  are  as  good  as  can  be  produced 
0  in  the  world. 

'  that  other  prople's  are  as  good  asx 
lie  case,  although  a  man  may  be  dis- 


ae  as  a  little  bit  remarkable  that  an 
ff  cent  of  what  we  consume  in  this. 
)od  as  any  produced  in  the  world,. 


796  TAKIFF — DYES   EMBABGO. 

should  not  be  able  to  get  along  with  the  same  rate  of  protectioc  ' . 
is  accorded  other  industries. 
Mr.  Hayward.  If  you  will  investigate  the  effect  of  this  ex<  ^-  , 

situation 

Senator  Simmons.  That  seems  a  right  favorable  situation  v 
producing  90  per  cent  of  all  that  we  need  and  still  exportim:  .  . 
quantities,  ana  producing  as  good  things  as  are  produced  pra'V 
anywhere  else  in  the  world.     That  is  a  right  favorable  positi«  • 
do  not  see  that  that  position  would  entitle  you  to  any  more  <• : 
eration  in  connection  with  the  tariff  than  any  other  industry  \r.  • 
country  doing  likewise. 

Mr.  Hayward.  We  have  been  driven  out  of  the  Chinese  and  .' 
anese  markets  already.     A  great  deal  of  our  stuff  was  exporte^l     ■' 
have  been  driven  out  of  there.     We  are  selling  goods  there  at  .• 
in  order  to  unload  them  and  get  out  of  the  business.     That  :- 
exactlv  where  we  are  heading — out  of  the  business — unless  ti-: 
something  done  that  will  help  us  to  remain  in  it. 

Senator  Simmons.  That  is  because  Germany  is  underselling  • 
there? 
Mr.  Hayward.  Yes,  sir. 

Senator  Simmons.  May  not  Germany  or  some  other  countr 
Europe,  where  they  have  this  same  exchange  situation,  l)e  ur  . ' 
selUng  other  manufacturers  in  this  country  in  China? 
Mr.  Hayward.  Yes,  sir;  I  think  they  are. 
Senator  Simmons.  So  far  as  the  Chinese  market  is  concerned  •. 
are  just  on  a  parity  with  the  balance  of  them? 
Mr.  Hayward.  i  es,  sir. 

Senator  Simmons.  Why  are  you  asking  for  more  than  the  balar 
Nobody  is  asking  an  embargo  here  except  the  dyestuff  people. 

Mr.  Hayward.  We  are  driven  out  of  that  market.     We  Know  ?:  • 
is  going  to  happen  in  this  countrv  exactly  what  has  happened  l^: 
Senator  Simmons.  Say  that  other  industries  are  being  drivfn 

for  the  same  reason  and  in  the  same  way 

Mr.  Hayward.  To  be  drivei»  out  of  a  foreign  market  woul<J  • 
drive  us  out  of  the  business  entirely  if  we  have  a  domestic  bu5ir-- 
We  can  switch  over  into  other  colors.     But  if  we  are  driven  <u: 
both  foreign  and  domestic  markets,  we  are  through. 

Senator  Simmons.  That  is  true  oi  other  businesses  as  well  as  y  -> 
Mr.  Hayward.  Yes,  sir. 

Senator  Simmons.  I  do  not  see  in  what  special,  particular  ' 
differentiate  your  case  from  the  case  of  the  other  inoustries  id  * 
country.     If  they  can  get  along  with  the  tariff,  why  can  not  }• 
You  may  need  a  little  bit  more. 
Mr.  Hayward.  The  only  thing  is  the  German  kartel. 
Senator  Simmons.  You  would  not  think  of  standing  here  &: 
advocating  an  embargo  upon  all  foreign  manufactures. 

Mr.  Hayward.  The  kartel  is  the  best  organized  of  all  the  Gem 
industries. 
Senator  Smoot.  That  applies  to  the  steel  trade  and  others. 
Senator  Dillingham.  Mr.  Witness,  I  have  been  a  good  deal  -  *- 
fused  because  of  the  interruptions  that  have  occurred.     Three  ii=  - 
you  made  the  statement  that  you  were  making  three  dyes  that  «' 
absolutely  satisfactory  to  you. 
Mr.  Hayward.  Yes,  sir. 
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Seixator  Dillingham.  And  that  you  have  in  mind  the  purpose  to 
•otect  other  colors  that  will  be  equally  good,  but  that  there  are 
rtain  conditions  upon  which  that  depends  ? 
Mr.  Hatwabd.  lYes,  sir. 

Senator  Dillingham.  I  would  like  your  judgment  on  that. 
Mr.  Haywabd.  I  would  like  to  know  that  for  a  temporary  period 
le  German  dyes  will  be  excluded. 

Senator  Dillingham.  Why  do  you  think  that  is  necessary  ? 
Mr.    Haywajrd.  On  account  of  the  fact  that  the  manufacturing 
►sts  ^will  be  such  that  we  will  be  driven  out  of  business. 
Senator  Dillingham.  That  is  all. 

Senator  McCxjmbeb.  Can  you  not  have  a  tariff  high  enough  to 
rotect  you  ? 
Mr.  BLayward.  Yes,  sir. 

Senator  McCumber.  Then  if  you  have  a  tariff  that  is  high  enough 
ou  will  not  be  driven  out  of  business,  will  you? 

Mr.  Hayward.  That  is  true. 

Senator  McCumber.  Would  you  not  rather  have  a  sufl&ciently 
i^h  tariff  than  an  embargo  ? 

Mr.  Hayward.  I  consider  that  for  the  onslaught  of  the  kartel  it 
3  necessary  to  have  an  embargo  for  a  short  time. 

Senator  McCumber.  That  is  what  I  am  trying  to  get  at.  Why  is 
t  necessary  to  have  an  embargo  instead  of  a  high  protective  tariff? 

Mr.  Hayward.  The  exchange  situation  will  right  itself  presently, 
)ut  I  do  not  know  how  soon  that  will  be.  When  it  rights  itself  a 
easonable  tariff  is  all  that  is  necessary. 

Senator  Simmons.  Suppose  it  should  right  itself  in  a  year  and  you 
lave  an  embargo  for  three  years.  What  sort  of  an  injustice  do  you 
hink  will  be  worked  among  the  people  of  this  country  for  the  next 
iwo  years  ? 

Mr.  Hayward.  It  might  be  regarded  as  an  injustice  if  we  are 
charging  too  much  for  our  dyestuns. 

Senator  Simmons.  Most  people  charge  all  they  can  get. 

Mr.  Hayward.  Competition  among  American  dyestuff  manu- 
facturers has  already  brought  it  down  a  very  great  deal. 

Senator  Simmons.  I  do  not  know  whether  it  has  or  not.  I  do  not 
know  whether  that  is  the  cause  of  the  slump,  or  other  things.  You 
^n  assign  a  great  many  causes  now  for  slumps. 

Mr.  ILayward.  That  is  very  true. 

Senator  Simmons.  Demand  is  the  chief  cause,  or  lack  of  demand. 

Senator  McCumber.  I  wish  you  would  make  a  little  more  clear 
your  point  that  it  is  better  to  have  an  embargo  than  a  high  protective 
tariff  to  protect  yourself  from  this  German  kartel. 

Mr.  Hayward.  I  would  consider  that  it  would  be  impossible  to  get 
a  tariff  through  high  enough  to  answer  the  purpose,  because  if  it 
were  made  so  it  womd  be  ridiculously  high,  I  have  called  the  atten- 
tion of  the  committee  to  the  difference  m  the  cost  of  raw  materials, 
ft'^d  it  is  largely  based  on  labor  in  Germany  and  other  foreign  coun- 
tries.   The  Swiss  works  right  now  are  idle. 

Senator  Smoot.  What  percentage  of  the  cost  of  your  three  dyes 
that  vou  make  is  labor  ? 
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Mr.  Hayward.  About  15  to  18  per  cent,  under  present  condit:  ■:■ 
But  as  the  price  of  raw  materials  goes  down,  the  cost  of  the  UK»r  - 
creases  very  rapidly. 

Senator  Smoot.  But  does  that  15  per  cent  inclutie  the  salaries  ri 
you  and  the  others  ? 

Mr.  Hayward.  No,  sir.  For  example,  on  sales  of  something  •  -■ 
$600,000  our  labor  was  about  $70,000. 

Senator  Smoot.  If  we  gave  you  protection  twice  the  amount  •■'  i 
your  labor  cost,  why  would  the  German  labor  interfere  ? 

Mr.  Hayward.  German  labor,  however,  enters  into  the  co8t  of  • 
intermediates  and  raw  materials. 

Senator  Smoot.  You  are  making  intermediates  yourself,  and  •.  i 
is  15  per  cent  on  intermediates.     This  will  be  15  per  c«nt  not  otly 
them  but  on  the  finished  product. 

Mr.  Hayward.  Of  course,  we  step  back  from  these  intenneA**  ■ 
we  are  making  to  wood  alcohol,  the  cost  of  which  is  largely  U' 
That  is  produced  very  cheaply  in  Europe.     The  cost  of  that  is  l»rr 
labor,  woodcutting  and  wood  handling,  and  all  those  things. 

Mr.  Metz.  Wood  alcohol  is  being  shipped  abroad  and  has  bet»r  • 
niany  years. 

Mr.  Hayward.  All  the  same  a  good  part  of  the  cost  is  labor 

Senator  Smoot.  If  it  is  just  as  dear  U)  manufacture  in  Germa**' 
it  is  in  the  United  States,  then  labor  does  not  cut  any  figure. 

Mr.  Hayward.  But  Germany,  in  this  particular  instance.  d(»«>  - 
have  much  wood  to  spare.  They  do  not  manufacture  much,  but  v 
thoy  can  buy  it  from  other  countries  that  have  depreciated  cunvr- 

Senator  Smoot.  They  do  not  buy  it  any  cheaper  than  the  AmT-  *  ■ 
mills  do. 

Mr.  Hayward.  Right  now,  they  do  not,  but  it  remains  to  be  -^  • 

1  could  tell  you  of  the  prospects  we  have  for  expanding  our  bu<:r.--- 
but  you  have  asked  me  to  limit  my  time.     I  could  show  you  thtt  « 
are  ou  the  edge  of  a  great  development  in  our  business,  certain  f  \  '• 
and  many  things  which  are  closelv  allied  to  these  colors  which  «'•  -* 
making.     The  fact  is  that  this  German  formula  that  was  given 
l>y  the  Foundation  does  not  affect  us  a  particle.     We  do  not  con**-:  * 
tUfii  the  formula  itself  is  so  iniportant.     I  presume   that  there  i^ 
tliouHand  chemists  in  the  United  States  tnat,  in  a  laboratory    . 
make  malachite  green.     There  are  only  three  companies  that  La 
perfected  it  where  it  will  enter  into  large  competition,  where  a  f«T-.: 
oryHtal  is  necessary.     Many  hundreds  of  thousands  of  dollar*  li 
bocm  spent  in  developing  it,  and  it  cost  us  a  great  many  tboiX's:- 
doUars  to  develop  it,  and  about  two  years'  time.     But  the  form 
ItHoIf  has  very  little  value.     It  is  a  mechanical  problem.  largfo 
rnanuf Acturing  these  dyes.     It  is  necessary  to  have  the  formuU  ^ 
its  value  is  insignificant;  but  to  be  able  to  work  out  laboratorr  n-':  • 
in  a  factory  and  perfect  them  so  that  you  can  compete  is  a  very  • 
pcMisive  matter,  as  we  have  found  out  to  our  sorrow. 

vSenator  Simmons.  What  is  it  that  you  said  only  three  people  nu*- 

Mr.  Hayward.  Malachite  green. 

Senator  Simmons.  Do  you  manufacture  it  ? 

Mr.  Hayward.  Yes,  sir. 

Senator  Simmons.  But  there  are  only  two  others  who  nutke  it! 

Mr.  Hayward.  Yes,  sir;  in  a  large  way. 
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Senator  Simmons.  In  the  United  States  ? 
Mr.  Hayward.  Yes,  sir. 

Senator  Simmons.  You  think  that  the  competition  that  will  likely 
?cur  between  you  three  will  be  sufficient  to  protect  the  American 
ablic  against  high  prices? 

Mr.  ifi^YWARD.  It  has  so  far.  We  have  been  compelled  to  reduce 
or  prices. 

Senator  Simmons.  It  might  be  an  easy  thing  for  you  three  to  have 
little  agreement  by  which  vou  would  maintain  those  prices. 
Mr.    Hayward.  Others   by  spending  the  necessary  money  can 
evelop  these  goods,  but  they  felt  that  it  did  not  j)av  to  do  so. 
Senator  Smoot.  There  was  no  demand  for  it,  eitner. 
Mr.    Hayward.  This    gentleman    on    my   left    here    [indicating! 
esterday  said   that  we   are   over-producing   on  malachite  green, 
tight  at  the  present  time  we  are,  an<f  we  have  got  to  use  that  michin- 
ry  for  some  other  color  or  else  put  part  of  it  out  of  business. 

Senator  Simmons.  You  made  a  statement  in  the  beginning  about 
^our  labor  cost  and  your  salary.  I  think  I  understood  you  to  say 
hat  your  labor  cost  was  about  $70,000  ? 

Mr.  Hayward.  About  $82,000  we  paid  out  last  year. 

Senator  Simmons.  What  did  you  say  you  paid  out  in  salaries  ? 

Mr.  Hayward.  About  $32,000  in  sales  and  salaries. 

Senator  Simmons.  Is  not  that  a  very  large  proportion  to  pay  for 
salaries  ? 

Mr.  Hayward.  You  take  two  selling  agencies  maintained  in  New 
iTork  City,  and  they  require  considerable  money. 

Senator  Simmons.  Are  you  the  president  of  tne  company? 

Mr.  Hayward.  No,  sir. 

Senator  Simmons.  The  head  of  it? 

Mr.  Hayward.  Yes,  sir. 

Senator  Simmons.  What  salary  do  you  get  ? 

Mr.  Hayward.  I  got  $6,000  last  year.     I  don^t  get  anything  now. 

Senator  Simmons.  You  are  economiaiing  ? 

Mr.  Hayward.  Yes,  sir;  we  are  compelled  to. 

Senator  Smoot.  What  were  your  sales  last  year — the  amount  of 
goods  manufactured  by  you  ? 

Mr.  Hayward.  I  could  give  you  the  exact  figures,  but  they  run 
about  $650,000. 

Senator  Smoot.  Then,  your  labor  cost  is  about  13  per  cent? 

Mr.  Hayward.  Yes,  sir.  It  will  run  nearly  double  that  now, 
because  of  the  fact  the  raw  materials  have  gone  down  so  greatly. 

Senator  McLean.  I  understood  you  to  say  it  did  not  include  your 
salary  cost  ? 

Mr.  Hayward.  The  $82,000;  but  the  $32,000  covers  all  salaries, 
sales,  and  everything  else. 

Senator  Smoot.  What  I  was  getting  at  was  the  labor  in  the  cost. 
He  said  it  was  $82,000  that  he  paid  for  his  labor,  and  the  sales  were 
1650,000,  which  is  virtually  13  per  cent  of  the  cost  of  the  goods. 

Senator  McLean.  What  we  want  to  get  at  is  the  cost  of  production. 

Mr.  Hayward.  I  can  give  you  figures  along  that  line. 

Senator  McLean.  No;  I  do  not  want  the  figures  necessarily.  If  it 
is  deemed  material  they  ought  to  be  had. 
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Mr.  Hayward.  As  the  price  goes  down  the  proportion  of  U**  • 
goes  up,  because  it  remains  practically  stationary .  As  the  n» 
materials  descend  in  value,  then  the  proportion  is  doubled. 

Senator  Dillingham.  Have  you  finished  your  statement  f 

Mr.  Hayward.  As  I  say,  I  could  give  you  something  in  regftrd 
our  prospects  for  development,  but  I  do  not  care  to  go  into  that 

Senator  Simmons.  We  do  not  want  to  go  into  every  possible  ph*^ 
of  this  question.     We  will  never  get  through  if  we  do. 

Mr.  Hayward.  I  came  here  prepared  to  give  costs,  but  the  Snii*  - 
requesting  the  figures  I  believe  is  absent  at  the  present  time.  I  tr. 
prepared  to  give  any  further  information  that  you  wish. 

Senator  mcCumber.  If  the  Senator  desires  to  call  yon  agiic  ' 
cover  that  point  we  will  suggest  it  to  you. 

(Witness  ei&cused.) 

Senator  McCumber.  The  next  witness  is  Mr.  George  Demniing. 
Philadelphia. 

STATEMENT  OF  MR.  GEORGE  DEMMING,  PHILADBLFHIA.  ?L 
REPRESENTIHG  THE  NATIONAL  ASSOCIATION  OF  HOSIDT 
AND  UNDERWEAR  MANUFACTURERS. 

Mr.  Demming.  I  appear  on  behalf  of  the  National  AfiaociatinQ    ' 
Hosiery  and  Underwear  Manufacturers,  and  also  to  present  u»  r 
gentlemen  the  views  of  between  40  and  50  other  textile  mills  wh  - 
are  not  knit-goods  mills,  located  in  and  about  Philadelphia,  i: : 
which  are  opposed  to  embargo  and  licensing. 

As  Senator  Watson  well  said  on  Wednesday,  when  the  heanr^* 
began,  very  complete  hearings  were  had  in  the  fall  of  1919,  in  :: 
latter  part  of  December,  1919,  and  early  in  Januaiy,  1920.     I  wi:* 
just  briefly  to  direct  the  attention  of  you  gentlemen  to  certain  thzr.^'* 
which  have  happened  since  then  and  which  I  think  will  throw  a  kt*  - 
more  light  on  the  situation.     Two  main  things  have  happfth-. 
First,  the  mill  men  have  found  out  the  heavy  burden  of  embiii|po  &n 
licensing.     Second,  many  thin^  have  happened  which,  in  oar  esiuKi 
tion,  remte  the  arguments  of  tne  exponents  of  embargo  and  Uoeoar^ 

On  behalf  of  these  mill  men  in  JPhiladelphia  ana  other  pii 
may  say  the  national  association  has  about  500  active  memben. 
partnerships,  and  men  engaged  in  the  knit-jgoods  business,  and  'v> 
tween  400  and  500  associate  members.  Their  mills  are  located  in  .' 
of  the  States.  We  have  a  capital  of  about  two  hundred  millMr.- 
We  have  a  pay  roll  in  normal  times  of  about  $196,000,000,  and  w 
produce  about  three-quarters  of  a  billion  in  value  of  knit  good». 

Ever  since  one  of  these  men  brought  this  question  to  my  attent.> : 
in  either  May  or  June  of  1919 — I  have  forgotten  which  month  it  »*» 
it  was  either  May  or  June — with  an  amazing  story  as  to  the  diffit"-- 
ties  he  was  having  in  his  dye  factory  at  that  time,  we  have  very  cai^ 
fully  considered  this  whole  proposition  and  tried  to  do  it  f n>in  a. 
angles.     We  have  tried  to  put  ourselves  in  the  position  of  the  c}' 
manufacturer  as  well  as  the  consumer  and  the  user  of  dyes.    ^>'- 
tried  to  see  their  troubles  as  well  as  our  troubles,  and  as  a  nssuii  ■ 
that  careful,  and,  we  think,  imbiased,  examination  of  the  subject  « 
have  consistently  and  conscientiously  opposed  embargo  aod  lic^n^r^ 
and  we  do  so  up  to  the  present  time.     We  are  just  as  emphanc  • 
our  position  now,  if  not  more  so,  than  we  were  two  years  a^. 
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Let  me  briefly  advert  to  the  testimony  that  Mr.  Thompson  gave 
sterday  and  to-day.  Mr.  Thompson  was  on  the  stand — ^I  remem- 
r  Ids  sitting  right  over  there  [indicating]  about  a  year  and  three- 
larters  ago,  and  ne  testified  in  almost  exactly  the  same  way  as  he  tes- 
ied  here  yesterday.  I  am  just  reverting  to  this  as  an  illustration 
the  position  that  we  are  in  as  consumers. 

Mr.  Thompson  said  then,  in  almost  the  identical  language  that  he 
fed  yesterday,  *^It  is  true  we  do  not  make  the  vat  dyes  in  this 
•untry,  and  it  is  true  that  the  mill  men  should  have  them.  They 
ust  have  them.  But  we  expect  to  have  them  in  six  months  or  a 
?ar/' 

He  said  that  a  year  and  three-quarters  ago,  and  he  says  the  same 
ling  now. 

I  want  to  say  to  you  gentlemen  that  while  I  am  a  lawyer  and  do 
3t  consider  mvself  a  technical  expert,  I  am  very  familiar  with  the 
fficulties  of  the  mill  men  in  their  dye  houses,  and  I  have  been  so 
nee  early  in  1912  by  reason  of  representing  a  large  number  of  these 
liUuien,  these  consumers,  and  manufacturers. 

In  1919,  and  at  the  time  Mr.  Thompson  testified,  these  millmen 
hom  I  represent  were  then  getting  representations  from  different 
tanufacturers  of  dyes,  includmg  the  Du  Fonts,  that  the  vat  dyes 
^ere  on  the  way  of  being  produced,  and  that  samples  would  be  sent 
3  them  at  a  very  early  date.  Some  samples  were  sent  to  them  later 
n,  but  the  samples  did  not  work  out  right,  and  they  never  have 
rorked  out  right,  and  we  have  never  gotten  those  vat  dyes  up  to 
be  present  time.  Whether  we  ever  will  get  them  I  do  not  know, 
'he  chances  are  that  we  will  get  them  some  time  in  the  future. 

Mr.  Thompson  said  yesteroay  that  it  is  true  that  the  mills  had 
ertain  difficulties  in  getting  licenses  through,  but  he  did  not  think 
hey  were  great  difficulties.  It  was  a  notorious  fact,  gentlemen, 
mong  the  millmen — and  I  do  not  know  whether  it  was  justifiable 
►r  not;  I  think  it  was — it  was  a  notorious  fact  among  the  millmen 
hat  at  the  time  the  War  Trade  Board  was  having  its  hearings  down 
lere  you  had  to  have  a  friend  in  court.  You  had  to  have  somebody 
rith  a  pull  or  somebody  who  was  close  to  the  Dye  Advisory  Commit- 
ee,  which  was  really  tne  War  Trade  Board,  in  order  to  get  a  permit 
»  get  these  particular  dyes  that  certain  of  the  mills  needed. 

1  say  that,  whether  that  was  justified  or  not,  it  goes  to  prove,  to 
ny  mind  and  the  minds  of  these  millmen,  one  of  the  very  evils  of 
icensing  that  you  can  not  get  away  from,  and  that  is  that  when  one 
nill  has  a  suspicion  in  its  mind,  whether  well  founded  or  not,  that 
mother  mill  has,  on  account  of  some  particular  or  peculiar  influence, 
gotten  some  dyes  that  this  mill  ought  to  have  and  which  it  can  not 
;et,  it  breeds  envy  and  discontent  among  the  millmen.  I  want  to 
tell  you  gentlemen — and  you  know  it  as  well  as  I  do  and  probably 
better — mat  discontent  is  one  of  the  things  we  want  to  eliminate  in 
this  country  to-day * 

Senator  McCumber.  Let  us  be  definite  on  that.  If  I  understand 
yon  correctly,  certain  mills  can  get  certain  dyes  which  other  mills 
5an  not  get  through  the  War  Trade  Board  ? 

Mr.  Demmino.  Senator,  that  was  the  feeling  among  the  mill  men 
at  that  time. 
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Senator  McCumber.  I  am  not  asking  whether  it  was  the  feeiinj   - 
not.     I  am  asking  wheth«-  it  is  a  matter  of  fact  that  that  wa^  : 
case. 

Mr.  Demming.  That  feehng  existed,  and  a  great  manv  mill  il*: 
believed  it  was  the  case,  and  I  think  they  were  justified  in  tliat  f  <vi:r..* 
that  the  men  who  g^ot  to  the  ears  of  the  men  on  the  Dye  Advi--  - 
Board  could  get  their  permits  and  get  their  licenses  throu^  an«i  ** 
other  men  would  have  difficulty  in  doing  it. 

Senator  MoCumber.  Mr.  Demming,  have  you  any  proof,  any  o  ■ 
Crete  case,  where  one  firm  was  able  to  get  dyes  and  another  one  %:- 
not  able  to  get  them? 

Mr.  Demming.  All  I  can  say,  Senator,  about  that  is  this:  The  <.r 
men — ^I  do  not  mean  the  shirt  association,  but  some  of  the  shirt  ma:.: 
faotnrers — confided  their  troubles  to  me,  in  Philadelphia.     I  kn*  • 
5oni^  of  them  were  members  of  the  Shirt  Association.     I  rememv 
tiias  one  man  said  to  me: 

r  >A-=^  cot  $600,000  worth  of  shirts  made  up,  in  my  loft,  and  I  am  sore  in  i»'-    »' 
3ii3ti  -~:s:  the  second  time  those  ahirts  go  to  the  laundry  the  colors  are  all  lEouiff  tr- 
T"  »c  -i*aa-    I  am  worried  to  death  over  the  thing.  "  If  my  cust<^>inerB  ever  fcr-: 
a^>a^  —  I  am  ruined.    But  it  is  no  fault  of  mine.     I  made  up  my  shirts  frcwi  t>*-   — 
:r-Lzsr?  I  o^uld  get,  but  I  am,  nevertheless,  woirxing  over  the  situation  berau- 
1  .1  •  .<  >^«rinning  to  find  out  that  the  colors  in  our  shirts  are  not  fast. 

'^^*r;i:t>r  McLban.  What  happened  to  those  shirts  ? 
i^r.  Pdoong.  I  do  not  know.     I  suppose  they  were  disposed  -' 
f  r^-srilar  order. 

St'iArr*'  Dillingham.  Can  you  answer  Senator  McCumber's  ^y:  * 
r   -r^-ne-t^ly? 

S:a:  r  McCtmber.  That  rather  gets  away  from  my  que^'   ' 
i*  >=o.  2  a  serious  charge  that  the  result  ought  to  be  the  aboliiior 
^  S'*ri  oc  the  removal  of  some  members  of  the  board. 
*4r  TiiisnaxG,  Senator,  I  do  not  say  that  as  a  charge  against  •• 
r.  hT*  *■  -^"  *^^  board,  but  I  say  it  in  this  respect,  that  a  man  »• 
i-^ft.    ,*    :a;  K>ard  would  unconsciously,  you  might  say.  be  inclir- 
»     r  *  xin  who  was  a  particular  friencl  of  his  and  whose  st'^r^ 
^  ,  :«»  -ccM  believe  impHcitly  when  he  asked  him  for  a  lict^- 
^^,  "^  4  -.r^r.irwr  came  to  him  he  would  be  inclined  to  say,  **  W» 
.  ,    >  -  > :  i^  a?  with  the  dyes  you  can  get  in  this  country.** 

^   ^.    -  V.xYiiBKR,  These  dyes  are  an  described.    They  bar.  -. 
T>^-      -  >  ^ -vernation  for  a  particular  color  or  character,  uid  if  " 
,  ,^^     -*-.*<  as:  oTtlcr  from  one  person  and  an  order  from  an****-' 
^  .  •  -^      -*.  :.T  the  jiame  Icina  of  dyes,  what  excuse  on  e^" 
.""  x*^:  .V  any  member  of  it  make  to  granting  the  appl:i 
X    -<^^vv  and  refusing  it  in  the  other  ? 
*vn  v>  .   i  viv>  not  know  of  any  excuse,  sir.     I  do  not  '"    • 
^  ^.      ^-  ,  -^-Ato  excuse:  but  the  fact  is  that  such  excu5«es  «-' 
'  V  ;  w .;.  <how  you  later  on  by  some  papers  that  I  hr 
'  ^       -^  :V  r.;:^  are  happening  to-day. 
.^  ^         Vx"  \^tvt.  I  do  not  see  how  it  could  be  even  uik*-* 
^         -^    ^•x*  *'"»'v^tlY  done. 

,.    *  r  4  Iv  V.ir  period  of  time,  Senator,  to  answer  v-/ 

•    *vv* "*"**■$  ^^*>*^  ^^^  ^^  ^^®  spring  of  1919  until  f*  • 

-     %  ^*v*  War  Trade  Board  was  that  no  dyes  whai^' 

.-.•^I'W  -Tv^  this  oountiy:  that  nil  the  necessary  d}^ 

>  ->.  ^x*r^  maile  boro.*   ^  **^at  the  boaztl  it^*- 


" \  ••  ••" .  "* 
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U  admit  that  letters  were  sent  to  that  effect  to  different  mills>  and 
at  \^as  the  answer  the  mills  received  when  they  applied  for  licenses 
import  various  dyes.  •   - 

Senator  Smoot.  Do  you  not  mean  that  conditions  such  as  existed 
I  competitors  to  believe  that  there  was  a  discrimination?  For 
stance,  Mr.  Thompson  is  a  member  of  the  advisory  board.  Mr. 
Lompson  is  a  finisner,  and  there  are  other  finishers  in  the  United 
ates.  They  all  had  to  ask  for  licenses.  Any  finisher  that  did  not 
t  bis  license  within  a  reasonable  time  would  at  once  feel  like  Mr. 
lompson  had  every  advantage  of  him  in  the  world,  being  a  member 

that  board.    Mr.  Thompson  comes  and  says  that  he  has  never 

Ld  any  trouble  at  all 

Mr.  DIMMING.  I  think  every  other  member  of  the  board  will  say 
at. 

Senator  Smoot.  There  were  many  other  finishers  who  have  had 
ouble,  and  all  they  can  say  is  that  it  does  not  look  altogether  right. 
There  is  a  member  of  the  advisory  board  who  has  never  had  any 
ouble.     How  did  it  happen?'^     Of  course  it  is  natural  for  them  to 
link  that  there  was  some  kind  of  a  discrimination  made. 
Senator  McCumber.  Why  should  the  other  one  have  trouble  if 
J.  Thompson  did  not  have  trouble?    That  is  the  point. 
Mr.  Demminq.  Properly  he  should  not  have. 
Senator  McCumber.  iuid  if  Mr.  Thompson,  or  whoever  is  in  charge, 
.  acting  squarely  and  honestly 

Senator  Smoot.  I  do  not  say  there  is  dishonesty,  but  I  can  see  just 
Kactly  how  a  finisher  would  feel  if  he  did  have  trouble  when  Mr. 
hompson  did  not  have  any  trouble. 

Mr.  Demmixo.  I  do  not  charge,  Senator,  that  there  was  any  dis- 
onesty,  but  I  do  say  that  that  feeling  prevailed  among  the  mills, 
We  can  not  get  the  dyes.  That  other  mill,  a  competitor  of  ours,  is 
uming  out  perfect  stuff.  How  do  they  do  it?  They  must  have 
^cess  to  dyes  that  we  can  not  get.^^ 

That  feeling  prevailed  througn  the  trade  at  that  time  in  1919. 

In  other  words,  any  licensing  system,  I  do  not  care  how  well  con- 
eived  or  how  perfected  it  may  oe,  in  its  very  nature,  Senator,  is 
)ound  to  play  favorites,  or  at  least  h^ve  the  semblance  of  playing 
avorites,  and  causing  envy  and  discontent  among  certain  of  the  people 
^ho  must  consume  the  articles  that  are  obtained  through  that 
icensing  system. 

Senator  McCumber,  I  can  understand,  Mr.  Demming,  why  there 
night  be  a  suspicion  of  favoritism,  but  I  can  not  understj-nd  how  ther^  ,, 
^an  be  favoritism  without  being  absolutely  dishonest  in  performing 
Lhe  functions  of  that  board. 

Senator  McLean.  If,  as  you  say,  the  competitor  of  these  gentlemen 
^ho  could  not  get  these  dyes  was  turning  out  perfect  stuff,  the  diffi- 
culty would  seem  to  b^  with  the  administration  of  the  law  and  not 
s^itli  the  dyes  that  are  made  in  this  country. 

Mr.  Demming.  The  difficulty  might  be  with  the  administration  of 
the  law,  but,  as  I  said  awhile  ago,  in  the  very  nature  of  things  you 
ate  going  to  have  difficulty  in  the  administration  of  anv  licensing  law. . 

Senator  McLean.  You  nave  difficulties  in  administering  almost  any 
law.  There  are  few  laws  which  extend  a  discretion  that  will  produce 
the  benefits  desired  and  will  not  permit  abuses. 
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Mr.  Demming.  That  is  true. 

Senator  McLean.  We  have  to  assume  that  any  law  wiD  be  hoD^v- 
administered;  and  I  understand  you  to  say  that  if  the  law  had  h^^ 
honestly  administered  there  woula  have  been  no  difficulty  in  the  n?*!^ 
of  dyes  getting,  as  you  say,  perfect  stuflf  f 

Mr.  Demming.  I  do  not  say  *' honestly  administered,"  because  I  tr 
not  impugning  the  hones tjr  of  any  member  of  the  board,  but  I  -? 
fairly  and  impartially  administered. 

vSenator  McLean.  If  we  have  got  so  far  that  you,  representintr  *-.  • 
large  interests  that  you  do,  say  to  this  committee  that  some  of  iLf*- 
.  consumers  of  dyes  got  perfect  stuff 

Mr.  Demming.  Perfect  work  from  the  dyes  they  used. 

Senator  McLean.  Then  the  question  resolves  itself  merely  int-i  v 
administration  of  the  licensing  system. 

Mr.  Demming.  The  fact  remains  that  certain  of  the  mills,  such  '  • 
instance,  as  Mr.  Thompson's  own  printing  works,  were  perfectly  s»t  • 
fied  with  conditions.  They  turned  out  good  work.  TTiere  wen»  : 
comrfaints  about  their  work  except  with  one  or  two  exceptions  t*-?.* 
Mr.  Thompson  made  with  regara  to  its  own  work;  but  other  m—- 
could  not  do  it,  and  did  not  do  it. 

Another  point  that  I  am  trjring  to  make.  Senator,  with  regani  t 
that  statement,  is  this,  that  one  of  the  present  great  demands  is  «• 
are  through  with  the  war  now;  we  have  nnished  with  the  war,  at  lea.*' 
technically,  although  there  has  been  no  proclamation  of  peace  yt' 
but  we  are  hoping  for  it  every  day),  let  us  get  back  to  normal  roini  - 
tions.  What  we  need  in  this  country  to-day,  and  what  every  businf*^ 
man  will  tell  jou  that  we  need,  is  automatic  laws,  laws  that  w»^k 
uniformly,  universally,  and  automatically,  where  we  do  not  have  :< 
appear  before  a  board  and  file  a  petition  and  ask  for  a  permit  to  «i 
'  this  and  do  that,  and  possibly  be  refused  or  held  up. 

Senator  McLean.  We  are  through  with  the  military  eiid  of  tL^ 
war,  but  the  industrial  emergency  created  by  the  war  is  at  its  heif^' 
as  evidenced  by  recent  legislation,  supported  by  the  gentlemen  wbc 
are  opposing  the  embargo,  wherein  we  are  proposin|g  to  take  frcun  tlx 
Treasury  of  the  United  States  htmdreds  of  milhona  of  dollais  v 
stimulate  prices  in  this  country  and  secure  orderly  markets  for  t^r- 
cultural  products.  It  is  done  on  the  ground  that  \t  is  nnmketgfnry 
measure  to  meet  an  emergency  created  by  the  war,  and  it  9eem5  :^ 
me  that  it  is  possible  that  in  this  emergencv  which  is  so  intimate!T 
connected  witn  tiiis  great  industry,  the  industry  is  in  a  more  pr^ 
carious  condition  than  ever  before  m  its  history. 

Mr.  DEiiMiNG.  If  you  grant  that  an  embargo  will  ranove  thf 
emergency,  which  we  do  not. 

Right  on  that  point.  Senator,  I  would  like  to  say  this:  We  need  il! 
the  revenue  we  can  get  in  this  country.  One  of  the  points  that  w 
make  with  regard  to  this  particular  proposition 

Senator  McLean.  What  do  you  mean Vy  revenue? 

Mr.  Demmino.  Revenue  from  imports,  for  instance. 

Senator  McLean.  We  also  need  internal  revenues  which  may  t* 
represented  in  income  taxes  and  profits  taxes. 

Mr.  Demming.  That  is  right. 

Senator  McLean.  Which  accrue  to  American  corporations  acti 
which  are  now  very  rapidly  decreasing 

Mr.  Demming.  Nobody  knows  that  any  better  than  we  do. 
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Senator  McLean.  And  the  impost  duties  in  comparison  with  the 
venue  that  we  must  obtain  from  our  income  and  profits  taxes  are 
most  negligible. 

Mr.  DsMMiNO.  And  will  be  more  so  if  things  keep  on.  But  I  do 
3t  want  to  drift  too  far  afield.  I  only  want  to  confine  myself,  if 
>ssible,  to  those  things  which  have  come  into  the  situation  anew,  as 
e  regard  it,  since  the  spring  of  1920. 

Senator  Simmons.  I  want  to  put  in  the  record  right  there,  if  there 
no  objection,  some  correspondence  handed  me  yesterday  bv  Senator 
ial,  between  Brogon  Mills,  Anderson,  S.  C,  and  the  War  Trade 
card,  ^th  reference  to  Ucensing.  It  is  very  brief  and  I  would  like 
>  read  it  to  this  witness.  It  seems  that  the  company  wrote  the 
^ar  Trade  Board  about  a  license  and  received  this  reply.  I  have 
ot  their  letter,  but  here  is  the  reply  to  it. 

War  Trade  Board, 
Washingtonf  August  2 j  1921. 
RoooN  Mills  y  Anderson^  S.  C. 

Gextlemen:  Please  be  advised  that  the  import  apolication  of  Kuttroff,  Pickhardt 
Co.  for  a  license  for  the  importation  of  indanthrene  blue  GCD  paste  can  not  receive 
pproval,  production  reports  definitely  indicating  that  the  identical  product  in  satis- 
ictory  quality  for  all  purposes  is  now  being  successfully  produced  for  commercial 
lie  on'  reasonable  terms  by  the  following-named  American  concerns:  Newjwrt  Chem- 
t*al  Works,  Passaic,  N.  J.;  E.  I.  du  Pont  de  Nemours  &  Co.,  Wilmington,  Del. 
Very  truly,  yours, 

F.  S.  Dickson, 
Assistant  Chief  Division  of  Customs y 
In  Charge  of  Dye  and  Chemical  Section. 
Approved: 

Geo.  W.  Ashworth, 

Chief  Division  of  Customs, 

Mr.  Demmixg.  What  date  is  that  letter? 
Senator  Simmons.  That  is  dated  August  2,  1921. 
The  next  letter  is  a  letter  headed  *^Srogon  Mills,  Anderson,  S.  C/' 
It  is  dated  August  5,  1921,  and  is  as  follows: 

Broook  Mills, 
Anderson,  S.  C,  August  5, 1921. 
E.  I.  DU  Pont  Co., 

CharlotU,  N.  C. 
(Attention  Mr.  John  L.  Dabbs.) 

Dear  Sirs:  We  are  inclosing  copy  of  a  letter  to  Mr.  George  W.  Ash  worth.  As  we 
Btated  in  our  conversation  over  the  telephone  a  few  days  ago,  the  prices  charged  by 
the  Du  Pont  Co.  for  vat  colors  are  entirely  too  high,  and  u  tJiere  is  not  a  reduction 
very  soon  we  will  be  forced  to  discontinue  their  use  altc^ether. 

It  seems  to  be  the  policy  of  your  company  to  pay  for  the  plants  manufacturing 
this  class  of  color  with  the  sale  price  during  the  first  few  years. .  I  believe  that  this 
plant  has  d<»ie  as  much,  if  not  more,  than  any  other  plant  in  this  section  for  the 
Bupnort  of  American  dyestuff,  but  we  can  not  sit  back  and  allow  any  holdup  pro- 
ceeainss  to  be  used  against  us. 
I  ours,  very  truly, 

,  Vice  President. 

Senator  Dillingham.  From  whom  is  that  letter  ? 

Senator  Simmons.  I  assume  that  it  is  from  the  vice  president  of 
the  mills. 

The  next  letter  is,  I  assume,  from  the  same  person.  It  is  headed 
"Brogon  Mills,  Anderson,  S.  C.,"  dated  August  5,  1921,  and  is  as 
Mows: 
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Bhooon  IIxlla, 
Anderson y  S.  C,  Auf^ual  5.  /'• 

Dye  and  Chemical  Section  op  the  Division  op  Customs, 
Treasury  Department,  Washington,  D.  C. 
(Attention  Mr.  George  W.  Ashworth,  Chief  of  Division.) 

Dear  Sirs:  We  are  in  receipt  of  your  letter  ad\dsing  that  our  application  !•'  ' 
importation  of  indanthrene  blue  GCD  paste  can  not  receive  approval,  due  to  th'  :. 
that  the  identical  product  is  now  being  successfully  produc^ed  at  reaaooable  t*^ 
(as  to  price  and  delivery.) 

We  have  used  both  the  pensel  blue  G  and  GD  of  the  du  Pont  Co.  in  a  pncdra!  * . 
Also  the  anthrene  blue  GCD  of  the  Newport  Co..  and  find  that  the  ahipmentji  w^*  u. 
received  do  not  act  the  same  as  their  supposed  prototype  indanthrene  blue  Ct^^* 

In  rogard  to  price,  beg  to  advise  that  both  the  Newport  Co.  and  the  Du  Pont  *  •  - 
charging  the  outrageous  prices  of  $2  i)er  pound  for  the  product  which  sold  beffp-  * 
war  for  30  cents,  and  which  could  be  imported  for  $1.28  c.  i.  f..  New  York. 

We  would  thank  you  to  advise  us  if  your  depMtment  considers  this  price  reaaoL^' 
Yours,  very  truly, 

.  Vict  PrfsiJt 

I  have  two  other  short  letters  here  which  I  will  also  ask  to  ha-- 
inserted  in  the  record  at  this  point. 

(The  two  letters  referred  to  are  as  follows:) 

BrOQO.V  MllLS. 

Anderson,  S,  C,  AuguM  S.  i*.' 
Hon.  N.  B.  Dial. 

United  States  Senate,  Washingtony  2>.  C 

Dear  Sir:  Inclosed  please  find  copy  of  letter  to  Mr.  Greorge  W.  Ashworth.  Di-i-.  * 
of  Customs,  which  is  self-explanatory. 
Yours,  very  truly, 

B.  B.  Gossm 


Brooon  Mill». 
Anderson,  S.  C,  Augtut  €,  19.: 
Eon.  N.  B.  Dial. 

United  States  Senate ,  Washington,  D.  C, 

My  Dear  Senator:  I  sent  you  on  yesterday  copy  of  letter  to  the  Trwmiry  IVf*- 
ment,  Division  of  ( 'ustoms,  in  reply  to  their  letter  of  August  2,  but  neglected  to  id  '■  - 
copy  of  their  letter,  which  I  now  beg  to  hand  you. 

I  inclose  copv  of  our  letter  to  the  £.  I .  du  Pont  (^o.,  relating  to  the  matter  in  c^ofvc. 
and  I  am  senaing  you  this  personal  note  to  ask  that  you  be  good  enough  to  revii^  "  * 
correspondence  and  take  such  action  in  the  matter  as  you  may  deem  appropriair 

So  far  as  we  are  concerned,  we  think  the  attitude  of  the  Treasur>-  DeparUneot  id  '  * 
connection  is  nothing  short  of  an  outrage,  and  if  you  agree  ^ith  us,  we  hope  thAt  • 
will  be  good  enough  to  file  your  formal  protest  against  their  deciFion.  if  notljor  n*-"* 
can  be  done. 

Yours,  verv  trnlv, 

H.  i«.  «;t. 


Senator  Simmons.  I  want  to  put  those  letters  in  for  two  puriKw- 
One  of  those  purposes  is  to  show  that  the  product  which  sold  M«»r' 
the  war  for  30  cents  is  now  imported  to  this  country  and  sold  at  SI  > 

Mr.  Demmixg.  And  the  domestic  price  is  $2.     I  know  that  is  i  (-•  * 

Senator  Simmons.  vSo  that  there  has  not  been  that  trenirc<i-  *; 
slump  in  prices  abroad  that  some  witnesses  here  seem  to  think     • 
put  in  that  correspondence  for  the  additional  purpose  of  showini!  * 
difficulty  of  getting  these  licenses  and  the  pretexts  upon  which  t^  • 
are  refused. 

Mr.  Demmino.  Exactly,  Senator.     That  is  the  very  exporieno*  */ 
many  of  our  mills  have  been  having  and  are  having  t<>-<iay. 

I  was  adverting  in  my  former  testimony  to  the  experiences  in  i'*  ' 
and  those  experiences  and  those  *' holdups" — that  is  virtually  »'■' 
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ley  are  to  a  mill  man  who  depends  for  his  bread  and  butter  upon  the 
It  put  and  the  sales  of  his  mill — are  continuing  to  the  present  day, 
r\d  I  will  show  that  later  on  by  a  large  number  of  letters  of  complaint 
lat  I  have  from  mills — concrete  examples. 

Senator  McCumber.  Has  not  the  board  made  a  list  of  a  large  num- 
L>r  of  dyes  that  are  used  in  the  United  States  that  can  be  imported 
tid  that  you  know  you  can  get  without  any  trouble  ? 
Mr.  Demming.  You  say,  has  the  board  done  that  ? 
Senator  McCumber.  Yes. 

Mr.  Demming.  No,  sir;  as  I  understand,  they  have  not.  You  have 
t>t  to  apply  at  the  present  time  for  a  particular  dye  if  you  require  it 
1  vour  business  ana  you  find  that  you  can  not  get  it  here. 

.Senator  McCumber.  I  understand  you  have  to  apply  for  it.  I  may 
•e  in  error,  but  I  thought  that  the  board  had  sent  out  statements  to 
he  trade  as  to  those  Kinds  that  they  could  get  immediately  upon 
pplication.  That  is  so  that  the  person  using  them  would  know  he 
ould  get  that  particular  dye  immediately. 

Mr.  I>EMMiNG.  I  do  not  so  understand  it.  The  millmen  have  not 
o  represented  it  to  me. 
Senator  McCumber.  You  have  no  such  list  ? 
]VIr.  Demming.  I  have  no  such  list;  and  if  such  lists  were  sent  out 
it  one  time  they  were  merely  tentative  and  were  changed  from  time 
to  time.  So  if  you  got  a  list  like  that  of  dyes  that  you  were  supposed 
to  be  allowed  to  import,  probably  you  could  not  import  them.  You 
would  find  that  out  if  you  applied  tor  a  license. 

Senator  McCumber.  Suppose,  however,  there  was  an  investigation 
of  a  certain  dye  and  it  was  ascertained  that  you  could  not  obtain  that 
same  dye  in  the  United  States,  and  you  were  given  permission  to 
import  that  dye.  Why  should  there  have  not  Been  a  list  made  of 
those  applications  for  that  particular  kind  of  dye  so  that  the  balance 
of  the  trade  would  know  immediately  whether  they  could  get  that  ? 

Mr.  Demming.  There  is  no  reason  why  there  should  not  oe  such  a 
list;  but  I  believe  their  contention  is  that  almost  every  day  they  have 
American  manufacturers  come  to  them  and  say,  -^Such  and  such  a 
dye  we  can  make  now  in  commercial  quantities, '*  and  that  therefore 
that  dye  should  not  be  allowed  to  be  miported. 

Of  course  if  that  is  represented  to  the  board  and  a  mill  applies  for  a 
license  to  import  that  particular  dye,  the  license  is  refusea  and  the 
mill  is  referred  to  the  particular  nrm  which  makes  that  dye.  In 
many  cases  when  mills  come  up  against  an  example  of  that  sort,  and 
write  to  that  mill  to  get  that  dye,  tney  find  that  the  dye  will  not  serve 
the  purposes  for  which  the  mill  requires  it,  and  then  they  go  back  to 
the  Doard  again  and  the  board  says,  after  considering  the  matter, 
"We  were  mistaken.'^  Sometimes  they  say  that.  Sometimes  they 
will  refer  them  to  another  manufacturer,  and  they  keep  that  up  for 
weeks  and  weeks  going  from  one  manufacturer  to  another.  Some 
mills  have  told  me  that  they  were  referred  to  four  or  five  different 
manufacturers,  one  after  the  other,  and  finally  found  that  the  dye 
procurable  in  this  country  would  not  serve  their  purposes  and  they 
Kad  finally  to  import  it. 

That  is  a  species  of  oppression  for  a  manufacturer,  and  they  so 
regard  it  and  resent  it  in  normal  times,  and,  I  think,  properly. 

During  the  war  they  were  willing  to  put  up  with  those  tilings  out 
of  patriotism,  for  one  reason,  and  for  another  reason  they  were  ex- 
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ceedingly  prosperous.  Everybody  was  turning  out  huge  quantiti^ 
of  stun  and  the  mills  were  running  to  their  full  capacity.  Thev  w*^ 
selling  at  high  prices.  Their  profits  would  swallow  up  those  low- 
But  to-day,  when  we  are  getting  down  to  hardpan  agam,  we  can  c-  • 
d6  those  tmngs.  -  - 

Senator  McLean.  I  still  contend  that  it  resolves  itself  into  a  mrr 
administration  of  the  law.     If,  as  Mr.  Thompson  says,  you  can  impr-- 
these  dyes  in  bond  in  sufficient  quantity  to  meet  any  possible  dexnn; 
and  if  the  law  is  honestly  administered,  your  difficulties  all  disapp'^- 

Mr.  Demming.  No,  Senator;  I  beg  to  disagree. 

Senator  McLean.  That  is  apparent  to  me,  up  to  date. 

Mr.  Demming.  No,  sir;  I  do  not  agree  with  you. 

Senator,  let  me  say  this,  in  passing,  that  any  licensing  system. '? ' 
reason  of  its  very  nature,  inherent  in  the  system  itself,  means  whi* 
It  means  hampering  restrictions,  indefinite  terms,  a  delegaticm  '■' 
authority,  imcertainty,  oppression,  embarrassment,  entan^emecv 
and  busmess  troubles  ana  trials  of  aU  kinds  and  descriptions;  ar ' 
you  can  not  get  away  from  it. 

That  is  what  a  licensing  system  means  and  what  must  acoomp&r ; 
the  licensing  system.     That  is  our  position.     We  oppose  any  kind  ••' 
a  licfensing  system  on  account  of  tnose  inherent  evils  in  the  ^Tit 
itself. 

Senator  Dillingham.  Going  beyond  the  licensing  system,  what  i* 
your  next  objection? 

Mr.  Demming.  I  was  simply  going  to  refer  to  this  in  pas^sin; 
Senator.  At  the  hearings  in  December,  1919,  and  January,  1920,  tb- 
statement  was  made  by  ttie  gentlemen  favoring  embargo  and  licen^Lc 
that  great  quantities  of  dyes  were  in  Germany  ready  to  be  dump^. 
into  this  country.  At  that  time,  by  reason  of  circumstances,  we  dw: 
not  know  whether  that  was  the  case  or  not.  They  had  access  u>  li' 
the  figures  in  the  various  departments,  and  we  had  to  depend  ap^r. 
their  statement  to  that  eflfect. 

What  do  we  find  out  to-day  to  be  the  fact  ?  In  this  Census  of  Ihr^ 
and  Coal-Tar  Chemicals,  of  1920,  which  you  gentlemen  have  had  hm 
before  you,  put  out  by  the  United  States  Tariff  Commission  onij  » 
few  weeks  ago,  on  page  14,  beginning  with  the  second  paragraph.  ▼•• 
find  this  language: 

The  production  of  dvee  in  Germany  during  the  first  year  after  the  signiof  oiv- 
armistice  was  practically  negligible  compared  with  the  prewar  output. 

We  go  farther  down  and  in  the  third  paragraph  we  find: 

This  rate  of  output  of  the  first  three  months  of  1921  is  less  than  one^iall  the  (rtmts 
prewar  exports  of  coal-tar  dyes. 

I  say  that  at  that  time  when  these  gentlemen  made  those  sUle- 
ments  and  told  us  as  one  of  their  main  arjguments  for  this  le^atwe 
almost  two  years  ago  that  great  quantities  of  dyes  w&e  ov«r  llwfT 
ready  to  be  dumped  into  this  country,  we  could  not  refute  or  oonfate 
that  statement.  We  did  not  know.  The  facts  came  out  from  lU 
official  bureau  that  that  was  not  so. 

Senator  Dillxnoham.  It  was  stated  in  evidence  that  Great  Bnt- 
ain,  after  taking  off  the  embargo,  laid  in  a  2-year  stock  £rom  Genaanj 
Do  vou  know  whether  that  is  true  or  not  ? 

Mr.  Demming.  I  do  not  know. 

Senator  Dillingham.  Do  you  know  how  she  procured  them  I 
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Mr.  Demmino.  I  know  this,  that  the  very  day  the  armistice  w^s 
gned  the  hotels  in  the  border  towns  of  Germany  were  crowded  with 
In^lishmen.  They  rushed  into  Germany  as  rapidly  as  they  could 
Qa  got  all  the  necessary  things  that  they  neeaed  m  England  into 
ingland  just  as  quickly  as  possible.  There  is  no  question  aoout  that. 
Senator  Dillingham.  Do  you  know  when  the  English  embargo 
as  lifted? 

Mr.  Demming.  On  dyes? 

Senator  Dillingham.  Yes;  and  when  it  was  again  put  into  opera- 
ion  ? 
Mr.  Demminq.  I  do  not  know  the  exact  date;  no,  sir. 
Mr.  Choate.  I  can  give  you  those  dates  approximately.     It  was 
ifted  by  the  decision  of  Mr.  Justice  Hawkins  in  the  beginning  of 
920.      I  think  it  was  January,  1920.     It  was  reimposed  by  the  act 
>{  Parliament,  which  was  finally  signed  about  Christmas,  1920,  so 
hat  the  embargo  was  not  in  effect  for  about  11  months. 
Senator  Simmons.  When  was  it  first  passed  ? 
Mr.  Choate.  It  was  not  passed  after  the  armistice  until  1920,  in 
December.     It  was  continued  up  to  that  time  under  a  series  of  orders 
in  council  under  the  customs  consolidation  &ct*of  1876. 

Senator  Dillingham.  It  has  been  stated  here  that  during  that 
period  England  laid  in  a  large  stock  of  German  dyes.  I  want  to 
know  if  you  know  anything  about  that. 

Mr.  Demming.  Our  manufacturers  in  this  country  have  been  visited 
by  different  English  manufacturers  in  this  interval  of  two  and  a 
half  years,  and  they  have  told  us  when  they  were  speaking  confiden- 
tially that  unquestionably  England  laid  up  a  large  quantity  of  Ger- 
man dyes.  Just  how  much  I  do  not  know,  but  sufficient  for  a  con- 
siderable length  of  time  in  the  future. 

Senator  Dillingham.  What  Iq  the  period  covered  in  the  report  of 
the  Tariff  Commission  where  they  say  there  was  a  diminished  manu- 
f actiire  of  dyes  ? 

Mr.  Demming.  For  one  year  after  the  armistice.  That  was  during 
practically  all  of  1919. 

Senator  McLean.  You  have  no  fear,  then,  of  German  competition 
*m  this  supply  of  dyes  that  has  been  held  in  reserve  ? 
Mr.  D:bmming.  In  Germany  ? 
Senator  McLean.  Yes. 

Mr.  Demming.  No;  we  do  not  think  there  is  any  fear  to  be  antici- 
pated at  all. 

Senator  McLean.  Then  the  economists  of  England  and  France 
and  Japan  and  Italy  disagree  with  you,  because  they  have  reimposed 
the  embargo. 

Mr.  Demming.  I  am  coming  to  that  later  on.  Senator,  if  you  will 
allow  me,  in  the  regular  order. 

I  want  to  show  you  the  fallacy  of  that  system.  I  want  to  show 
you  what  the  licensing  system  in  England  means.  It  is  a  very 
different  proposition  from  that  which  we  have  before  us  here. 

Let  me  call  your  attention,  on  that  point,  to  a  report  made  bv 
the  United  States  Department  of  Commerce  in  October,  1920,  with 
regard  to  this  great  tear  that  they  say  they  have  of  German  com- 
petition and  of  German  dyes  inundating  this  coimtry.  We  do  not 
want  you  to  take  our  opinion  or  our  idea  about  it.  We  want  to  give 
you  an  oflScial  report. 
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Qonth  of  June  shows  that  we  exported  $600,000  worth  of  dyes  in 
^une.     That  is  certainly  keeping  up  pretty  well. 

Senator  McLean.  I  do  not  know  what  comparative  figures  will 
how.     You  mean,  now,  1921  ? 

Mr,  Demming.  Yes,  sir.     I  will  finish  this  quotation: 

The  world-wide  shortage  of  dyestuffs  and  the  growing  demand  for  both  quality 
nd  variety  of  such  materials  offer  ever^f  opportunity  to  extend  the  foreign  market 
or  Anaerican  colors.  Germany,  it  is  now  conceded,  will  not  be  the  strenuous  com- 
)etitor  she  was  formerly  in  the  foreign  trade.  Switzerland  is  the  only  country, 
•ther  than  the  United  States,  now  making  aniline  colors  sufficient  to  meet  its  own 
^quirements  and  able  to  export  on  a  large  scale,  and  the  Swiss  are  dependent  on  other 
-ountries  for  the  raw  materials. 

That  is  an  official  report. 

Senator  Dilxingham.  From  what  is  that  quotation  i 

Mr.  Demmino.  That  is  from  the  United  States  Department  of 
Commerce  in  its  official  report  for  October,  1920.  it  came  out 
about  the  middle  of  December,  1920. 

Senator  Dillingham.  Is  that  when  Mr.  Redfield  was  Secretary  ? 

Mr.  Demming.  Yes;  I  euess  he  was  still  Secretary  at  that  time. 

Mr.  Metz.  Mr.  Alexander  was  Secretary  at  that  time. 

Senator  McLean.  I  quote  from  page  14  of  .Tariff  Information 
Series  No.  23,  of  1920: 

In  estimating  the  significance  of  this  achievement  of  the  domestic  industry'  in  the 
exportation  of  dyes  it  should  be  remembered  that  domestic  manufacturers  during 
1^.^19  and  1920  have  met  little  competition  in  foreign  markets  from  German  dves.  It 
should  also  be  pointed  out  that  any  deductions  as  to  the  competitive  strengtn  of  the 
domestic  industry  which  are  based  on  exports  of  dyes  do  not  take  into  consideration 
the  fact  that  the  domestic  industry  is  still  deficient  in  the  important  group  of  vat 
and  alizarin  dyes. 

Mr.  DEMBfiNG.  Yes;  those  are  the  dyes  that  are  not  made  here,  the 
fast  vat  dyes. 

I  want  to  be  as  brief  as  I  can.  I  do  not  want  to  take  up  your  time, 
and  I  hope  you  will  pardon  me  for  seeming  to  do  so.  I  want  to  point 
out  this,  wfiich,  in  tne  general  discussion,  I  think  may  have  escaped 
the  attention  of  some  of  you  gentlemen. 

The  American  dye  manufacturer,  at  the  present  time,  has  five 
distinct  and  generous  methods  of  protection,  or  will  have  when  this 
bill  goes  through,  supposing  that  it  goes  through  without  the  embargo 
and  licensing  part  oi  it.  Those  difterent  methods  are  as  follows:  He 
has,  first,  the  tariff,  30  and  7  on  the  intermediates  and  35  and  7  on  the 
finished  dyes.  Crudes  are  all  free.  Then  he  has  the  anti-dumping 
clause  of  the  emergency  tariflf.  That  part  of  the  emergency  tariff^ 
as  you  gentlemen  recall,  is  a  permanent  feature.  It  is  said  that  all 
these  terrible  things  are  going  to  happen,  that  all  the  dyes  that 
Germany  can  turn  out  she  is  going  to  dump  in  here.  Mr.  Fordney 
and  his  committee,  as  you  gentlemen  know,  have  given  years  of 
thought  to  this  subject  and  have  modeled  the  bill  along  the  lines  of 
the  Canadian  anti-dumping  law,  and  that  has  proved  an  eflScient 
thing  in  Canada,  and  we  believe  it  will  prove  equally  efGcient  in  this 
country  and  prevent  all  these  terrible  things. 

In  addition  to  those  two  methods,  if  this  bill  goes  through,  they 
have  got  American  valuation.  The  American  valuation,  in  my 
humble  opinion,  is  going  to  prove,  not  absolutely,  but  pretty  nearly 
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Sertator  McLean.  Certainly  they  do;  but  we  do  not  need  embar- 

■f«  on  them  all,  as  I  understand  it. 

■It.  De»mino.  That  is  the  very  point. 

Senst-or  McLean.  I  think  I  am  somewhat  familiar  with  it.     When 

t  aiie  into  consideration  the  interdependence  and  the  correlation  of 
?se  chemicals  and  dyeatuPfs  we  have  to  be  vary  careful  and  watchful 
the  10  or  20  per  cent  that  we  are  not  making  in  this  country  or  our 
lure  to  do  so  will  undermine  and  discourage  progress  of  the  indus- 
'  in  this  country. 

As  the  ^ntlemon  who  just  testified  s&id,  he  is  about  to  invest 
pital  in  the  production  of  colors  which  he  does  not  now  manufac- 
re.  I  think  he  is  an  honest  man.  He  seems  to  me  to  be,  and  also 
patriotic  man.  He  says  to  the  committee  that  "Here  is  a  specific 
■itance.  Unless  we  got  an  embargo  our  business,  we  think,  is  lost; 
id  certainly  we  will  not  invest  another  dollar  in  it." 
Those  things  seem  to  me  to  be  of  importance  at  this  juncture  when 
>body  cxpecta  that  we  are  going  to  put  on  a' permanent  embargo. 
Mr.  Demuinq.  Hight  in  that  connection,  Senator,  let  me  call  your 
jteittion  to  this: 

In  1916,  when  the  war  had  been  on  for  two  years  and  the  dye  buai- 
ess  in  America  was  getting  on  its  feet,  the  domestic  dye  manufac- 
irers  came  down  here  to  Washington  and  said.  ''We  want  a  tariff 
ill  to  protect  our  business."  A  committee  was  appointed  of  dye 
lanufaoturers  themselves.  Dr.  Hesse,  a  very  able  chemist  and  a 
lan  who  knows  the  business  from  A  to  Z,  was  chairman  of  that  com- 
littee.  I  think  Mr.  Motz  was  on  that  committee  also. 
Mr.  Metz.  Yes;  I  was  on  that  committee. 

Mr.  Dehming.  All  dye  manufacturers  were  on  the  committee, 
learings  were  held  ana  the  subject  was  gone  into  deeply,  and  then 
hey  made  a  report  to  Congress  oased  upon  their  investigation  and  a 
lill  was  drawn  up  which  is  itnown  to-day  as  the  Hill  bill,  which  gave 
hem  practically  all  the  protection  they  asked  at  that  time.  They 
■aid  that  was  ansolutely  all  that  was  necessary  adequately  to  protect 
he  industry  and  put  it  on  its  feet  and  protect  it  agamst  foreign 
■ompetition. 

Tney  have  that  protection  to-day.  That  was  in  1916.  Two  years 
^o  Mr.  Nicholas  Longworth,  one  of  the  principal  proponents  of  this 
present  proposed  legislation,  got  up  on  the  floor  of  the  House,  and 
tn  the  most  emphatic  and  deliberate  way,  in  a  prepared  speech,  said 
that  all  that  the  American  domestic  dye  manufacturer  needed  was 
two  years  of  an  embargo,  and  that  then  they  could  turn  out  all  these 
dyes  and  take  care  of  ourselves.  I  remeraoer  hearing  that  speech. 
We  have  had  that  embargo  for  over  two  years,  and  now  they  want 
three  years  more  of  it. 

Senator  McLean.  We  have  progressed,  have  we  not  'i 

Mr.  DEUHUfo.  Yes;  but  they  had  carefully  measured  their  dis- 
tance at  that  time. 

Senator  McLean.  You  yourself  said,  not  15  minutes  ago,  that  the 
ctuHici "         ""  ■"         '  ice  these  vat  dyes  in  this  country. 

M-  3  will,  and  we  will  produce  them  with- 

duce  them  by  ordinary  tariff  protection, 
here  we  differ. 
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Senator  McCumber.  We  have  now  run  half  an  hour  be3r<Mid  k'Z- 
allotted  time.  If  you  can  close  m  a  few  mmutes,  Mr.  Demmin^.  w  ■ 
will  go  on. 

Mr.  Demming.  I  have  several  things  here  yet,  Mr.  Chairman. 

Senator  McLean.  It  is  not  the  fault  of  the  witness;  but  I  think  • 
is  saving  time  for  me  to  drop  in  mv  suggestions  as  we  go  aloo^.  *r. 
then  when  we  are  through  we  are  through. 

Senator  McCumbeij.  How  long  will  it  take  you,  Mr.  Demming 

Mr.  Demming.  About  half  an  nour  more,  sir. 

Senator  McCumber.  If  it  will  take  you  that  long,  we  will  takr 
recess  until  2.30  o'clock. 

(Whereupon,  at  12.30  o'clock  p.  m.,  the  committee  took  a  nr^— 
until  2.30  o  clock  p.  m.) 

after  recess. 

The  committee  reconvened  at  the  expiration  of  the  recess.  Sen^:.  - 
McCumber  presiding. 

Senator  McCumber.  Mr.  Demming,  will  you  proceed  with  t-*^- 
testimony  now? 

STATEMENT  OF  MB.   GEOBGE  DEMMIITG— Besnmed. 

Mr.  Demming.  I  want  to  ^ay,  gentlemen,  with  reference  to  t:  ■ 
discussion  we  had  when  I  first  started  my  testimony  with  regani  : 
the  discrimination  exercised  against  these  different  mills,  in  order  •. 
explain  what  I  then  said,  that  I  do  know  of  many  cases  where  mi  • 
asked  for  licenses  to  import  certain  fast  colors  that  they  required  i: 
their  business  and  were  refused.  In  some  instances  they  asked  m«»r. 
than  once  and  were  still  refused.  Then,  they  would  either  give  ui' 
that  particular  job  in  disgust  and  turn  to  something  else  or  use  li.  ■ 
dyes  which  they  could  get  in  the  American  market.  That  is  unaue^ 
tionably  the  reason  why  so  much  of  this  complaint  has  come  in  aN  'z' 
shirts  not  standing  the  laundry  and  dress  goods  fading  and  Icimt^ 
their  colors,  which  the  public  has  been  buying. 

Senator  McCumber.  Due  to  the  fact  that  the  board  insisted  ilu* 
you  could  get  just  as  good  dyes  in  the  United  States  when,  in  fact,  v-  . 
could  not  get  them  ? 

Mr.  Demming.  Precisely.  In  the  case  of  other  mills  that  in  cerr*:- 
instances  made  threats  they  did  finally  get  their  licenses  and  wi:- 
allowed  to  import  those  particular  dyes  which  they  needed  ar-: 
turned  out  superior  goods,  and  thereby  got  a  handicap  on  their  ccc.- 
mercial  rivals  m  this  country. 

Senator  McCumber.  Then,  after  they  had  granted  it  to  one  firm  I 
will  say,  could  the  others  get  it  that  had  been  refused  before  i 

Mr.  Demming.  Sometimes  they  could  and  sometimes  they  roui-: 
not.  I  have  a  case  here  which  I  will  come  to  later  where  one  mill  w** 
first  refused  and  finally  succeeded  in  getting  a  license  to  imp««r* 
and  another  miU  applying  within  a  few  days  fu  terwards  was  rrfu5<«i 
a  license  to  import  tne  very;  same  dye.  That  I  want  to  take  up  r. 
connection  witn  these  specific  letters  and  complaints  from  mills  that 
I  have. 
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Senator  McCumber.  What  I  want  to  know  is,  was  the  Application 

lowed  after  the  first  person  had  been  granted  the  right  to  receive 

^  dyes? 

Mr,  Demming.  Yes,  sir. 

Senator  McCumber.  And  still  the  board  refused  to  accept  them  ? 

Mr.  Demming.  Still  the  board  refused,  although  they  reconsidered 

f^ir  first  refusal  with  regard  to  one  mill  and  granted  a  permit  to 

lit  mill,  and  then  turned  around  and  refused  another  mill  for  the 

»ntical  dye  afterwards. 

Senator  McCumber.  How  do  you  account  for  that  ? 

Mr.  Demming.  I  can  not  account  for  it.     It  is  either  gross  care- 

isness  or  it  is  favoritism,  one  or  the  other.     I  was  saying,  gentlemen, 

!ien  I  stopped,  that  the  American  dye  manufacturer  at  tne  present 

lie 

Senator  La  Follette.  Are  you  coming  to  this  subject  further  on? 
?cause  otherwise  I  want  to  ask  how  extensive  this  discrimination, 
lis. 

Mr.  Demming.  Well,  during  1919 

Senator  La  Follette.  I  do  not  want  to  interpose  that  question 
)w  if  you  are  coming  back  to  it  again. 

ilr.  Demming.  I  am  only  coming  back  to  it  as  the  condition  exists 
I  the  present  time.  What  I  meant  particularly  to  refer  to  before 
as  the  condition  as  it  existed  during  1919  and  1 920.  In  other  words, 
was  trying  to  cover  up  the  gap  between  our  last  hearings  and  the 
resent  Hearings. 

Those  discriminations  undoubtedly  exist,  and,  as  I  said  before,  the 
iills  wer6  wilUng  to  put  up  with  those  thiiigs  as  long  as  we  were  at 
'ar.  That  was  one  reason.  The  other  reason  was  they  were  Tun- 
ing at  such  full  capacitj^  and  really  making  such  large  profits  that 
hey  were  able  and  willmg  to  pass  the  thing  by;  gloss  it  over,  in 
ther  words.  But  now  they  have  gotten  back  to  a  normal  basis,  or 
re  rapidly  getting  there,  and  they  want  these  things  cleaned  up 
nd  to  be  able  to  start  again  from  a  soimd,  solid,  clean  basis. 

I  was  trying  to  point  out,  when  we  took  our  recess,  that  at  the 
^resent  time  domestic  dye  manufacturers  have  five  distinct  and  gen- 
rous  methods  of  protection  if  this  bill  goes  through  in  its  present 
Jiape.  American  valuation  and  everything  else,  without  the  embargo 
ncf  the  license  feature  in  it;  in  other  words,  as  it  came  from  the 
louse. 

Three  of  those  methods  I  had  mentioned.  First,  the  straight  tariff; 
»econd,  the  antidumping,  which,  as  you  Senators  know,  is  a  perma- 
lent  feature  of  the  emergency  tariflt  bill;  and,  third,  the  American 
valuation. 

Of  course,  those  three  methods  of  protection  apply  to  all  American 
ndustries;  but  in  addition  to  those  three  methods  of  protection  the 
American  dye  manufacturer  has  two  other  methods  which  I  think 
^ou  gentlemen  ought  to  keep  in  mind  in  intelligently  considering 
t^s  c^uestion.  The  first  is  standardization.  Now,  that  standardiza- 
tion is  a  beautiful  little  joker  inserted  into  this  bill  and  is  in  the  present 
law  as  it  came  to  you  from  the  House.  It  is  on  page  11,  beginning 
at  line  8,  and  reading  as  follows: 

Provided,  That  the  specific  duty  of  7  cents  per  pound  herein  provided  for  on  colors,, 
ayes,  or  stains,  whether  soluble  or  not  in  water,  color  acids,  color  bases,  color  lakes, 
leuco  compounds,  indoxyl,  and  indoxyl  compounds,  shall  be  based  on  standards  o  f 
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Btrength  which  shall  be  established  by  the  Secretary  of  the  Treasury,  and  thit  ipoo 
all  importations  of  such  articles  which  exceed  such  standards  of  strength  the  spedfie 
duty  of  7  cents  per  pound  shall  be  computed  on  the  weight  which  the  article  woold 
have  if  it  were  diluted  to  the  standard  strength,  but  in  no  case  shall  any  sudi  aitichi 
of  whatever  strength  pay  a  specific  duty  of  less  than  7  cents  per  pound. 

That,  according  to  our  experience  and  according  to  what  the  dy« 
men  tell  us — and  we  think  this  is  correct — is  going  to  work  this  war: 
As  some  of  you  gentlemen  know,  in  many  muls,  m  fact,  in  ail  mim, 
they  use  different  standards  of  strength.  One  mill  will  use  a  paste  or 
powder  of,  say,  20  per  cent  strength.  Another  mill,  for  the  purpoae 
of  its  manufacture,  will  have  a  paste  or  powder  twice  that  strengtL 
And  these  dyes  run  all  the  way  from  20  per  cent  strength  up  to  5, 6, 7, 
and  I  think  as  high  as  9  per  cent  strength;  that  is,  nme  tunes  the  2D 
per  cent.  We  will  take,  for  instance,  a  well-known  dye  called  rhod*- 
mine  B.  Rhodamine  B,  before  the  war,  single  strength,  sold  for  31 
cents  per  pound.  Five  times  that  strength,  rhodamme  B  extra,  m 
it  was  called,  sold  for  80  cents  per  pound.  That  would  be  in  valoe 
not  quite  5  times  20;  but  it  was  five  times  the  strength  of  rhodi- 
mine  B. 

Now,  if  the  Secretary  of  the  Treasury — and  it  is  left,  as  I  take  it; 
to  his  discretion — construes  this  bill  in  the  li^ht  of  fuUy  protectiif , 
the  American  dve  manufacturer,  we  believe  tnat  he  is  going  to  tibl 
the  low  strength  as  the  standard.  Say,  for  instance,  in  the  caseiif§ 
that  particular  dve,  rhodamine  B,  20  per  cent  is  the  standard  in 
strength.  How  does  that  operate  to  the  benefit  of  the  dye  manv- 
factureri!  If  we  have  to  import  rhodamine  B  extra,  whicn,  bytfci, 
way,  although  before  the  war  sold  for  80  cents  per  pound,  .to-day  ii, 
selling  for  $9  per  pound,  made  by  the  Du  Fonts — we  pay  a  dutyoi 
that  of  35  per  cent  on  the  $9,  or  $3.15,  and  then  you  might  suppoai 
to  that  we  add  a  specific  duty  of  7  cents.  But  that  would  not  be  M. 
It  would  not  be  7  cents,  but  as  many  times  7  cents  as  the  standaid 
goes  into  that  strength,  or  five  times  7,  which  would  be  S3J0 
mstead  of  $3.22.  That  is  the  way  we  construe  this,  as  we  call  it, 
*' joker,''  to  mean.  In  other  words,  it  is  another  method  of  protectioD 
for  the  American  dye  manufacturer  of  pro  rata  gross  duty  levied  upon 
the  imported  dyes. 

Senator  Smoot.  That  would  be  right  if  the  7  cents  were  on  the  low- 
priced  article  into  this  country.  Whether  the  7  cents  is  right,  I  will 
not  say;  we  can  agree  upon  that  when  we  find  out,  but  the  principk 
of  providing  for  tnis  is  correct.  For  instance,  if  I  import  alizanK, 
we  will  say,  of  the  strength  of  20  per  cent — well,  in  liquid  form,  in 
barrels,  we  will  say- 1  should  not  pay  the  same  duty  upon  thit 
liquid  form  alizarin  in  barrels  as  I  would  paj^  unpon  the  full  strengtli 
of  the  alizarin  in  powder  form. 

Mr.  Demming.  >fo;  1  agree  with  you. 

Senator  Smoot.  That  is  this  principle,  and,  of  course,  there  has  to 
be  some  kind  of  a  principle  establisned  in  order  to  get  a  just  rate 
that  will  fit  all  importations.  As  to  whether  this  7  cents  on  the  low 
importation  is  too  liigli,  that,  of  course,  we  will  take  into  consideratiwi. 
but  you  will  admit  vourself  that  the  principle  is  correct? 

Mr.  Demming.  Tlio  principle  is  correct.     I  am  merely  citing  thai, 
Senator,  to  point  out  to  you  gentlemen  that  it  is  still  another  method  I 
of  protection  to  the  American  dye  manufacturer.     In  other  words,  it 
increases  the  duty  on  the  importation. 
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Senator  McCumber.  What  is  the  usual  strength  ? 
Mr.  IDemhing.  That  is  a  hard  question  to  answer.  Certain  mills 
b  in  the  habit  of  using,  say,  a  40  per  cent  strength,  and  their  dyer 
11  not  dye  with  anything  else.  Another  mill  insists  upon  a  lull 
[>  per  cent  strength.  It  is,  to  a  large  extent,  a  matter  of  habit, 
d  it  is  partly  affected  by  the  kind  of  goods  that  the  mill  turns  out. 
Senator  McCumber.  The  point  I  was  trying  to  get  at  in  my  ques- 
>n  is  ^what  reason  would  you  have  for  assuming  that  the  Secretary 

the  Treasury  would  adopt  20  per  cent  rather  than  100  per  cent 

an  intermediate  per  cent  ? 

Mr.  I>EMMING.  The  reason  we  assume  that  is  because  we  believe 
at  tliis  bill,  or  at  least  this  part  of  the  bill,  is  primarily  to  protect 
e  American  dye  manufacturer,  and,  therefore,  every  construction 
going  to  be  placed  upon  this  bill  in  its  interpretation  with  that  in 
ew,  namely,  to  protect  the  American  dye  manufacturer  to  just  as 
eat  an  extent  as  possible. 

Senator  McCumber.  You  think  they  would  commence  with  20 
jr  cent  rather  than  with  40  or  60  per  cent  ? 
Mr.  Demming.  Yes,  sir;  I  believe  so. 

Senator  La  Follette.  Would  it  not  be  possible  to  name  the  per- 
mta^e  of  strength  in  the  law  itself  at  which  the  particular  duty 
lould  be  levied  ? 

Mr.  Demming.  That  could  be  done  and  that  would  be  a  part 
)\ution,  but  right  in  that  connection  I  want  to  point  this  out  to  you 
entlemen,  and  I  think  Senator  Smoot  will  appreciate  this.     The 

e  manufacturers  tell  me,  or  at  least  those  who  talk  freely  to  us, 

at  it  has  never  heretofore  been  attempted  to  standardize  dyes 
ccording  to  strength,  and  they  say  that  it  is  going  to  be  a  very 
ifhcult  proposition;  it  is  almost  impossible. 

Senator  Smoot.  You  could  not  have  the  items  named  in-  this 
proviso  all  named  here  and  have  one  strength,  because  every  single 
»ne  differs  with  the  minimum  strength  it  would  pay  anybody  to  use. 

Mr.  DsMMmo.  Yes,  sir;  and  everv  dye  manuiacturer  turns  out  a 
lye  that  is  of  a  different  strength  almost  from  the  other  fellow,  and 
n  order  to  standardize  dyes  we  believe  the  Government  will  have  to 
itart  a  laboratory  and  employ  a  lot  of  chemists.  It  is  going  to  be  an 
minense  job,  they  are  going  to  have  a  dickens  of  a  time  domg  it,  and 
t  is  going  to  take  a  long  woile. 

Senator  Smoot.  With  our  acids  in  every  tariff  bill  that  I  have  had 
tnything  to  do  with  we  standardize  the  rate  upon  the  degree  of  the 
strength  in  the  acids,  but  that  is  in  specific  cases  of  acids  alone, 
rhese  here  cover  so  many  things  that  it  would  be  absolutely  impos- 
sible to  have  one  rate  of  strength  apply  to  each  one. 
Mr.  DEM>nNO.  It  is  going  to  be  a  tremendous  task. 
Senator  La  Follette.  Who  is  going  to  interpret  what  standard- 
ization means  ? 

Senator  Smoot.  This  is  how  it  is:  There  is  not  a  thing  mentioned 
here  but  what  has  a  minimum  standard  of  strength  and  a  maximum 
standard  of  strength,  and  everyone  that  uses  them  knows  just 
exactly  what  they  are.  For  instance,  take  alazarines.  When 
ftlazarmes  first  came  out  there  were  very  few  American  manufac- 
turers that  used  them  except  in  hquid  form.  Freight  also  cuts  quite 
a  %urc  in  it.     Then,  in  Germany  they  began  to  manufacture  a  dry 
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ff'nL  :t  It:  and.  as  the  witness  says,  some  dyers  still  insist  >::• 
Tsinir  '-^c^e  form  and  other  dyers  another  form.     As  the  wooWn  7 
ARC  iTi?nr  other  mill  depends  upon  the  dyer,  they  have  to  put  up  ' 
lis  wiiiDis  a  great  deal,  and  he  is  more  or  less  the  cock  of  the  wiu 
we  ctill  it. 

)ir.  l>E3fMiXG.  I  just  want  to  confirm  what  Senator  Smoot  Iu«  - 
by  eiting  my  experience  with  these  mill  men.     I  fiirst  came  in  c»»r' . 
Wlrh  th£  dye  business  in  1912,  when  I  was  employed  by  the  se^n-:-" 
of  the  executive  committee  of  the  American  Association  of  ^V..    ■ 
AT  i  Worsted  Manufacturers  to  clean  up  the  dye  business  in  •     ■ 
mills.     It  had  gotten  to  a  point  where  there  was  so  much  corr/ ' 
and  crookedness  that  they  really  could  not  carry  on  business  pn»t  •  * 
an*i.  inasmuch  as  most  of  my  experience  had  been  in  the  trial  *  f  . 
suits  in  court,  they  picked  me  as  the  fellow  to  do  it.     I  ran- 
onitact  with  a  great  many  of  these  dyers  and  mill  men  tnrour 
tho  eastern  part  of  this  country,  and  1  found  out  this  pecuUar :.    . 
and  in  onier  to  intelligently  upderstand  this  question  you  bnv. 
keeo  this  in  mind:  I  foimd  that  nearly  all  these  mill  men.  while  -  -  - 
of  tnem  are  very  smart  business  men — that  is,  the  heads  ami  t    ■ 
agers  of  the  mills — and  know  every  inch  of  their  business,  wh«»n  ■ 
come  to  the  door  of  the  dyehouse  they  are  absolutely  upagain?: 
thov  do  not  know  what  is  going  on  in  that  dyehouse.     They  ar-   * 
the  mercv  of  their  dyers,  and  the  dyer  can  issue  all  kinds  of  pn'<*L"  • 
tioi\s  ami  statements,  and  they  have  to  take  his  word  for  tnnn 

St^nator  Smoot.  Either  that  or  fire  him? 
*  Mr.  HirMMiNG.  Yes;  and  you  can  not  fire  them,  because  then  - 
very  oli^e  Masonry  among  them. 

Senator  Dillingham.  Have  you  concluded  upon  that  subject  • 

Mr.  Dkmming.  I  was  talking  about  standardization. 

St^iator  McI.£AX.  Fixing  rates? 

Mr.  Okmmixo.  No:  standardization  as  raising  the  rates  of  <^" 
beii\$?  a  provision  in  the  bill  which  will  increase  tne  protection  f«»r  • 
Amorioan  dye  manufacturer  by  raising  the  rates  ol  duty,  acci»r'  : 
to  the  strenarth  which  is  established  as  a  standard. 

Seuati^r  McI^ean.  If  they  use  a  domestic  product  they  will  »»*  ■' 
bothoivd  with  that. 

Mr.  Okmmino.  Oh,  yes. 

v^MXHtor.  Mi'Lkan.  I  thought  you  were  speaking  of  duties. 

Mr,    Pkmmino.  I   am   speaking   about   the  protection   that  " 
Amorioan  dye  manufacturer  is  going  to  receive  by  reason  ••'  ' 
pnn'isions  in  this  bill  outside  of  embargo  and  licensing:  that  ??-'  • 
HixliuHtion  i^  another  form  of  protection.     Now,  there  is  still  1  *-" 
uuMhod  of  prtUootion. 

Sonutor  \.\  Fou.ktte.  Before  you  leave  that  may  I  ask  y.  •. 
turn  to  page  12  i    You  have  cited  the  lines  on  page  11.     Now  f  " 
tv»  pai:o  V2\  hojrinning  with  line  10.     Will  you  construe  that  in  •  " 
novtion  with  the  provision  to  which  you  call  the  attention  of  ' 

oonuuittoof  # 

Mr.  1>KMMIN0  Beginning  with  the  words  "Provided  further 
Sonator  L.v  Follette.  No;  beginning  with  line  10,  **in  thf '• 
ft>ivoniont  (>f  the  foregoing  provisos,  the  Secretary  of  the  Tn'*^-' 
h\u\\\  adopt  a  standard  of  strength  for  each  dye  or  other  at:- 
whiiU  shall  conform  as  nearly  as  practicable  to  the  comm^i^ 
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:.reiigth  in  ordinary  use  in  the  United  States  prior  to  July  1,  1914." 
hat  nas  the  same  relation. 

A£r.  Demmino.  That  has  the  same  relation.  The  difficulty  about 
lat  is  all  strengths  of  dyes  are  in  commercial  use.  I  do  not  see 
ovr  that  is  going  to  help  us  very  much. 

Senator  Smoot.  It  would  help  you  in  this  way,  that  the  minimum 
Lrength  would  be  taken  as  the  basis,  or  else  the  maximum  strength, 
nd  tnere  would  be  deducted  therefrom  the  strength  falling  below 
i.e  maximum.  If  you  take  the  minimum,  whatever  the  strength 
bove  the  maximum  happened  to  be  it  would  be  the  basis  of 
ssessment. 

Senator  La  Follette.  What  I  was  curious  to  know  was  how 
luch  higher  you  could  go,  dependent,  perhaps,  upon  a  standard  ? 

Senator  McCumber.  That  is  the  reason  I  asked  a  short  time  ago 
rhat  the  usual  amount  was  of  an  article  in  general  use. 

Senator  Smoot.  That  would  be  the  minimum  strength  that  is  used 
n  tlie  trade,  and  that  is  generally  known. 

Senator  McCumber.  But  as  I  understood  the  article  read  by 
ieuator  La  Follette  it  does  not  say  minimum;  it  says  the  usual 
trength. 

Mr.  Demming.  It  says  the  *' commercial  strength  in  ordinary  use.*' 

Senator  Smoot.  It  says  *^  that  upon  all  importations  of  such  articles 
vhich  exceeds  such  standards  of  strength  the  specific  duty  of  7  cents 
>er  pound  shall  be  computed  on  the  weight  which  the  article  would 
iave  if  it  were  diluted  to  the  standard  strength.''  That  reads  that  it 
ihall  be  the  maximum  and  dilute  below  that  amount.  If  they  should 
rule  that  it  was  the  minimum,  and  the  minimum  were  7  cents  per 
>ound,  then,  if  it  was  double  the  minimum,  it  would  be  14  per  cent; 
if  three  times  the  minimum,  it  would  be  21  cents. 

Mr.  Demming,  And  remember,  Senator,  that  does  not  have  any 
e^pplication  to  the  ad  valorem.  It  means  that  many  times  the  specific 
as  the  standard  goes  into  that  strength  that  you  buy.  So  we  say 
that  that  is  an  acMitional  method  of  protection  for  the  American  dye 
manufacturer. 

He  has  still  a  fifth  method  of  protection.  You  gentlemen  have 
beard  considerable  said  about  this  great  beneficient  institution,  the 
Chemical  Foundation.  The  Chemical  Foundation  bought  for  the 
munificent  simi  of  $250,000  (and  which  has  been  well  said  to  be  about 
2  per  cent  of  their  real  value),  as  I  understand,  about  4,600  patents. 
Those  patents  owned  by  the  Chemical  Foundation  happen  to  cover 
most  of  these  dyes  whicn  are  not  made  in  this  country ;  that  is,  the  vat 
dyes.  Therefore,  what  happens?  Whenever  anybody  imports  these 
vat  dyes,  the  importer  or  the  mill  that  uses  them,  before  you  can  use 
an  oimce  of  these  vat  dyes,  the  Chemical  Foundation  comes  along  and 
says,  '^  You  can  not  use  that,  you  have  to  pay  us  a  rovalty  of  10  per 
cent,''  and  that  10  per  cent  is  an  additional  cost  to  the  price  of  the 
dye  which  you  use  in  your  factory. 

Senator  McLean.  They  can  not  use  it  without  that  ? 

Mr.  Demming.  They  say,  '^  You  can  not  use  it  unless  you  pay  us 
that  royalty." 

Senator  Smoot.  Does  not  the  American  manufacturer  have  to  pay 
a  5  per  cent  royalty? 

Mr.  Demshnq.  For  making  it  the  American  manufacturer  pays 
2  per  cent. 
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Senator  Smoot.  So  there  would  be  the  difference  between  the :'  >" 
cent  or  8  per  cent  ? 

Mr.  Demmino.  The  difference  is  in  favor  of  the  domestic  nu:. 
facturer.  I  mention  that  to  show  that  that  is  another  additt-:. 
protection  to  the  domestic  manufacturer.  So  we  say  that  in  ad<ir  * 
to  the  three  methods  of  protection,  which  cover  all  American  m*!-- 
tries,  the  American  dye  manufacturer  has  two  other  and  verv  r  ■ 
erous  methods  for  protection  which  other  industries  do  not  enjov 

Senator  McLean.  Can  you  tell  the  committee  what  percenU?' 
the  total  number  of  dye  patents  is  controlled  by  tms  ChAL>L 
Foundation  ? 

Mr.  Demmino.  Speaking  in  round  numbers,  Senator,  thew  «  - 
seized  bv  the  Alien  rroperty  Custodian,  shortly  after  we  got  into  •*• 
war  and  after  the  trading  with  the  enemy  act  was  signed,  betw-  ■. 
5,600  and  5,700  German  patents  on  dyes  and  chemicals.  About !  .  • 
of  those  patents  were  sold  by  the  Alien  Property  Custodian  and  »-• 
bought  in  by  two  mills,  one  in  West  Virginia  and  the  Graaseli  (l^i 
ical  Co. 

Senator  La  Follette.  What  was  the  name  of  the  one  in  W-: 
Virginia  ?    Do  you  remember  ?  ? 

Mr.  Demmino.  The  company,  you  mean? 

Senator  La  Follette.  Yes. 

Mr.  Demmino.  The  Sterling  Products  Co. 

Senator  Calder.  Were  they  the  purchasers  ? 

Mr.  Demmino.  I  have  heard  the  story  that  they  purchased  d  ' 
those  1,100  patents  and  then  disposed  of  some  of  them  to  theGr&<««.- 
Co. ;  and  I  nave  heard  that  the  two  companies  together  bid  it  t:  ■ 
sale  and  divided  these  patents  between  them.  I  was  not  at  the  <^- 
and  they  were  always  mysterious  to  outsiders.  But,  at  anr  n**- 
that  is  where  they  went. 

The  remainder  of  these  valuable  patents  were  privately  ^sfo^ 
of  for  this  very  large  sum  of  $250,000  to  the  Chemical  Foondat)  ^ 
and  they  own  them  and  hold  them  to-day  and  exact  this  royalty 

Senator  McLean.  Yes;  but  you  can  not  give  us  any  idea  of  »r-** 
percentage  of  the  total  number  of  patents  is  controlled  by  thisdiH:.- 
ical  Foimdation  ? 

Mr.  Demmino.  Do  you  mean  of  the  total  number  of  patent*  •' 
dyes? 

Senator  McLean.  Yes. 

Senator  I^  Follette.  About  four-fifths,  I  think.  • 

Mr.  Demmino.  Yes;  I  would  say  forty-five  fifty-sixths.  It  »«<  " 
be  slightly  over  four-fifths. 

Senator  Smoot.  But  many  of  the  four-fifths  are  of  no  vtlne  [•'• 
ticularly. 

Mr.  Demmino.  So  far  as  dyes  are  concerned.  Some  of  them  *■•- 
chemicals.  One  of  the  joatents  is  the  patent  on  the  article  mtde " 
Mr.  Metz,  salvarsan.  One  is  synthetic  indigo.  We  have  had  ti* 
matter  investigated  and  we  know  that  for  the  last  year,  for  instiiv ' 
in  1920,  the  du  Fonts  made  the  largest  amount  of  synthetie  'mdn^  ' 
this  country.  They  paid  to  the  Alien  Property  Custodian *s  »>?• 
$56,000  as  royalty  for  the  first  six  months  of  1920.  The  second  fei- 
of  1920  probably  was  not  as  prosperous  as  the  first  half.  So  I  fr-* 
mate  they  probably  paid  $100,000  for  the  entire  3^ear.  At  2  per  cr:' 
that  shows  they  sola  $5,000,000  worth  of  synthetic  indigo. 
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Senator  Galder.  They  paid  the  Chemical  Foundation  Co.  1100,000  ? 
MJr.  Demming.  Thev  paid  the  Chemical  Foundation  $100,000. 
Senator  Caldbr.  You  said  the  Chemical  Foundation  paid  the  very 
arore  sum  of  $250,000. 
IS^r.  Demmino.  That  is  irony,  sir. 

Mr-  Metz.  The  records  are  wrong.  They  paid  to  the  Alien  Prop- 
rty  Custodian.  They  held  the  patents  from  the  Federal  Trade  Com- 
oission  at  that  time. 

Senator  Calder.  That  is,  the  du  Fonts  paid  the  Alien  Property 
^ustodian  ? 

Mr.  Metz.  Yes;  at  that  time. 

Mr.  Demming.  Now,  I  want'  to  hand  each  of  you  gentlemen  a  copy 
jf  this  brief  which  we  have  prepared.  I  apologize  for  it  not  being 
printed.     It  is  typewritten  and  I  think  it  is  legible. 

Senator  Smoot.  You  want  to  put  one  of  the  briefs  in  the  record  as 
a  part  of  your  remarks  ? 

Mr.  Demming.  Yes,  sir.     May  I  file  it,  Mr.  Chairman  ? 
Senator  McCumber.  Yes;  that  may  be  done. 
(The  brief  submitted  by  Mr.  Demming  will  be  found  at  the  con- 
clusion of  his  remarks.) 

Mr.  Demmixo.  In  that  brief  we  do  not  want  to  cover  the  ground 
as  we  did  two  years  ago.  That  brief  does  not  pretend  to  go  very 
much  into  details.  We  want  to  simply  point  out  to  you  gentlemen 
lio'w  this  matter  appeals  to  us  as  consumers  and  users  of  dyestuffs. 

As  I  said  before,  we  have  attempted  to  consider  it  very  carefully 
and  very  conscientiously.  To  very  briefly  cover  the  subject,  we 
have  five  specific  reasons  why  we  object  to  an  embargo;  that  is, 
business  reasons  why  we  object  to  embargo  and  licensing. 

We  say,  first,  on  broad  principles  we  object  to  it,  and  say  that 
ethically  it  is  unsound  and  mexcusable.  We  say  it  is  unfair  to  give 
to  any  small  class  of  men — because  the  dve  makers  are  comparatively 
a  small  class  of  men  in  this  country — this  extraordinary  protection 
and  at  the  same  time  not  tender  it  to  other  industries. 

We  say,  second,  that  the  embargo  and  licensing  as  it  has  operated 
in  the  past — because  we  are  only  judging  by  our  past  experience,  of 
course,  as  that  is  all  anyone  can  do,  will  compel  us  to  use  inferior  dyes 
in  the  articles  which  we  manufacture  and  turn  out,  and  will,  there- 
fore, compel  the  public  to  accept  from  us  and  buy  front  us  articles 
dyed  with  inferior  dyes  which  will  not  come  up  to  the  public's 
demand,  which  will  not,  in  other  words,  be  satisfactory. 

We  say  in  the  next  place  that  by  making  us  use  these  inferior  dyes 
we  will  gradually  lose  our  domestic  market,  because  the  market  is 
open  for  the  importation  of  dyed  articles,  and  as  the  public  (which, 
to  a  certain  extent,  has  been  educated  now,  for  instance,  with  respect 
to  shirts  and  dress  goods) ,  finds  out  that  these  domestic  articles  will 
not  stand  up  under  washing  and  under  sunlight  and  bleaching  and 
things  of  that  sort,  they  are  going  to  gradually  turn  from  the  domestic 
article  to  the  imported  article. 

We  say  in  the  fourth  place  that  it  is  going  to  deprive  us  of  our 
loreign  market.  During  the  war  we  succeeded  just  as  the  dye  men 
did  in  building  up  a  foreign  market  for  our  textiles  and  knit  goods. 
In  1919  the  hosiery  men  exported  about  120,000,000  dozens  of 
hosiery. 
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Senator  Ija  Follette.  How  much  of  an  increase  was  that  t« 
the  normal  ? 

Mr.  Demmino.  Before  the  war  we  exported  but  a  trifle. 

Senator  La  Follette.  Almost  nothing  ? 

Mr.  Demmino.  Yes;  almost  nothing. 

Senator  La  Follette.  Taking  1913,  as  an  example? 

Mr.  Demmino.  Yes;  practically  nothing.  We  could  not  gel  j 
the  foreign  markets. 

Senator  La  Follette.  How  have  you  held  up  on  that  export  -. 
for  1920,  if  you  remember? 

Mr.  Demming.  •  They  have  fallen  off  very  much.     I  can  giv#»  ■, 
the  exact  figures.     We  have  not  got  them  yet,  but  we  can  g»'i  ^ 
the  exact  figures.     They  have  fallen  off  very  much.     Part  oi 
falling  off  has  been  probably  due  to  world-wide  depression. 

Senator  La  Follette.  Inability  to  buy  on  the  other  side  i 

Mr.  Demming.  Yes;  but  a  part  of  it  undoubtedly  is  due  to  • 
fact  that  we  could  not  get  the  fast  dyes  to  put  in  the  hosiery.  (' 
foreign  competitors  can  secure  these  fast  dyes  and  therefore  » 
deprive  us  of  our  foreign  markets. 

Senator  McLean.  In  the  commission's  report  of   1920  thev  *.. 
^'Although  this  decreasing  export  may  be  attributable  to  ^vn*: 
business  depression,  it  may  be  largely  accounted  for,  however.  ' : 
the  fact  that  German  dyes  (either  direct  or  indirect  through  e xp»  r: 
of  reparation  dyes)  have  again  made  their  appearance  in  the  prin'^ir^ 
export  markets,  such  as  China,  India,  and  tJapan.'' 

Senator  La  Follette.  He  is  speaking  about  dyed  articles. 

Senator  McLean.  If  his  position  now  is  correct,   the  thin?  !■• 
Germany  to  do  is  to  put  an  embai^o  on  the  exported  dyes,  in  wL- 
<5ase  they  would  control  the  entire  textile  market  of  the  world,  bera> 
they  could  not  be  dyed  satisfactorily  anywhere  else  except  in  Gennt'; 

Mr.  Demming.  We  can  sit  here.  Senator,  and  assume  ail  kind>  • ' 
impossible  things. 

Senator  McLean.  That  is  just  what  you  are  doing. 

Mr.  Demming.  No;  we  do  not  say  that.  We  sav  that  the  t»iL'r 
fellows  are  the  ones  who  are  assuming  all  these  terrible  thii^  that  t? 
going  to  happen  to  their  business  by  the  Germans. 

Senator  McLean.  I  was  following  out  your  line  of  reasoning  t*-  * 
legitimate  tonclusion. 

Mr.  Demming.  I  think  the  shofe  is  on  the  other  foot,  if  vou  w-L 
allow  me  to  answer  you.  For  seven  years  these  dye  men  of  i^* 
country  have  not  had  any  competition.  They  have^  built  op  lb : 
industry.  Now  they  come  along  and  say  vou  have  to  give  u?  c 
embargo  and  license  system;  otherwise  the  Germans  are  going  tou 
these  awful  things  to  us.  The  Germans  have  not  done  tli«D  vr: 
But  they  say,  ^'  We  fear  they  are  going  to  do  them."  In  other  woni" 
they  are  conjuring  up  hob-goblins  and  trying  to  frighten  u.<  bj 
spreading  these  things  in  front  of  us. 

Senator  McLean.  I  was  following  up  your  line  of  reasomng.  i-' 
the  Germans  are  smart  they  will  not  let  us  have  any  dye. 

Mr.  Metz.  We  have  to  get  25  per  cent  under  the  treaty. 

Senator  Smoot.  But  they  could  do  the  same  thing  with  the  en* 
bargo  that  they  could^  with  the  free  trade  or  with  the  tariff. 
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Senator  McLean.  But  I  am  discussing  now  the  witness'  line  of 
"easoning  applied  to  protection  to  any  industry.  I  do  not  think  it 
-s  sound. 

Senator  Smoot.  It  would  apply  to  any  country  that  had  a  monopoly 
3n  any  one  article  that  the  whole  world  demanded. 

Senator  McLean.  That  can  not  be  imless  you  aslbume  that  the 
Ajnericans  are  utterly  incapable  of  progress  along  this  line,  which  I 
lo  not  think  they  are. 

Mr.  Demming.  You  are  assuming  that  when  you  give  an  embargo. 
They  can  compete  with  anybody. 

Senator  McLean.  No;  I  am  not.  The  effect  of  the  embargo  is  a 
temporary  protection.  We  tried  it  out  in  a  great  many  articles  and 
we  tnought  we  could  not  do  it  in  this  country.  Take  tin,  for  instance, 
and  a  lot  of  tilings. 

Senator  Smoot.  We  never  had  an  embargo  on  tin;  we  had  a  tariff. 

]^II^  Demming.  You  remember  when  the  tin-plate  industry  was 

getting  on  its  feet  how  the  tin-plate  men  shrieked  and  said,  ^'We 

Lave  to  have  some  extraordinary  protection.^'     They  got  nothing  but 

a  tariff,  and  look  at  the  tin-plate  industry  to-day. 

Senator  McLean.  But  that  is  an  entirely  separate  industry  from 
the  chemical  industry  because  it  is  so  infinitesimal  in  its  simplicity. 
Senator  McCumber.  I  suggest  that  the  witness  proceed  with  his 
statement.  ' 

Mr.  Demming.  Let  me  remind  you  of  another  fact  before  we  leave 
that.  In  1916,  if  you  will  recall,  when  the  Hill  bill  was  under  con- 
sideration in  the  House,  some  one — I  do  not  remember  who  it  was — 
got  a  telegram  from  Herbert  Dow  in  Michigan  saying,  ^^I  have  put 
S  102,000  in  my  synthetic  indigo  plant,  and  unless  f  get  a  specific 
duty  of  5  cents  a  pound  I  am  going  to  scrap  my  plant  and  throw  it 
in  the  Atlantic  Ocean."  You  remember  the  sensation  that  caused 
in  the  House  of  Representatives.  He  did  not  get  any  5-cent  duty 
and  he  did  not  scrap  his  plant.  By  the  next  year  Herbert  Dow  was 
getting  a  dollar  and  a  half  a  pound  for  his  synthetic  indigo,  and  he 
has  made  a  fortune  out  of  indigo  at  the  present  day. 

Our  position  is  that  they  are  simply  coming  here  trying  to  intimi- 
date you  gentlemen  and  fnghten  you  with  these  awful  ogres  that  they 
parade  before  you  and  say  if  you  do  not  do  so-and-so  we  are  going 
to  have  our  business  destroyed.  These  are  arguments  tiiat  apply  to 
every  other  industry  in  this  country  the  same  way. 

Senator  McLean.  On  the  other  hand.  Great  Britain  has  gotten 
along  very  well  without  any  tariff  at  all,  but  in  this  particular  instance 
she  puts  on  an  embargo. 
Mr.  DEM>nNO.  I  am  coming  to  that  in  just  a  second.     As  I  say, 

fentlemen,  explaining  mv  brief,  I  do  not  try  to  go  into  detail  there; 
am  just  trying  to  touch  the  high  spots.  We  are  appealing  to  you 
gentlemen  to  consider  this  whole  question  in  a  broad  and  states- 
manlike way.  We  have  heard  the  technical  side  from  Mr.  Metz 
and  Mr.  Stone  and  others,  and  I  am  just  trying  to  draw  your  atten- 
tion to  some  of  the  broader  aspects  of  the  whde  matter. 

They  have  at  the  present  time  four  prixxcipal  arguments,  as  I 
consider  it,  by  reason  of  which  they  say  that  they  are  entitled  to 
this  extraordinary  protection  of  an  embargo  and  hcense.  Their 
first  argument  is  that  they  are  an  infant  industry.  Now,  let  us 
consider  that  for  a  moment.     They  did  exist  before  the  war.     I  do 
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not  pretend  to  be  absolutely  accurate  in  this  information,  but  tr* 
information  we  gathered  shows  there  were  about  six  dye  ]danu  = 
this  country  before  the  war.  They  made  from  90  to  120  dyes  tLu 
made  them  successfully  and  made  them  in  full  competition  «-<;: 
dyes  that  came  from  abroad.  One  of  the  dyes  that  I  could  m^  - 
tion  which  was  made  and  quite  extensively  used  was  orange  wool  1 1 

Senator  La  Follette.  How  many  dyes  did  they  make  bff-^» 
the  war? 

Mr.  Demmtng.  I  know  they  made  90,  and  I  think  they  madr  ■ 
few  more  than  that  in  successful  competition.  One  of  the  dj— 
they  made  was  orange  wool  G,  I  think  they  call  it.  They  mi-v 
that  dye  and  it  was  auite  extensively  used,  and  they  sold  it  for  :  ♦ 
cents  per  pound.  I  tnink  it  sold  as  low  as  12  cents  perpoand, b«j* 
we  will  say  14  cents  per  pound  to  be  absolutely  fair.  Tnat  dye  y 
the  present  time  is  selling  for  45  cents  per  pound.  You  Senator?  rr- 
see  the  high  protection  tney  are  getting,  35  per  cent  on  the  45  rent* 
plus  the  7  cents  specific  duty,  making  22|  cents  duty  alone,  vb*-' 
they  get  under  this  bill,  wnich  is  higher  than  the  price  thej  r» 
for  dye  before  the  war. 

Senator  La  Follette.  What  are  they  chai^ging  for  that  dye  no« 

Mr.  Demmino.  Forty-five  cents. 

Senator  Dillingham.  What  is  the  difference  in  the  cost  of  pr  •♦ 
duclion  now  ? 

Mr.  Demming.  I  can  not  tell  you  that  specifically.     I  am  not 
objecting  to  the  duty,  but  I  am  simply  pointing  out  as  shown  bv  - 

Senator  Dillingham.  That  is  rather  an  important  consideimtii^ 

Mr.  Demming,  It  is  very  important  in  arriving  at  the  rate  of  duty 
I  am  arguing  that  they  do  not  need  an  embargo  and  licensing:  iKa- 
the  duty  is  sufficient. 

At  the  present  time,  according  to  the  latest  census,  they  have  r 
this  country  213  chemical  factories;  that  is,  factories  making  chemifal* 
and  82  mating  dyes.  During  1920  they  manufactured  in  tnis  coantn 
over  88,000,000  pounds  of  dyes  at  a  value,  according  to  this  cea«a- 
which  came  out  only  a  few  weeks  ago,  of  $95,000,000.  They  export#it 
dyes  all  over  the  world — I  thinK  Senator  Smoot  mentioned  tl.' 
countries  a  couple  of  days  ago — to  the  value  of  $35,000,000. 

Senator  Dilungham.  Was  that  during  the  war  period  i 

Mr.  Demmtng.  It  was  during  1920. 

Senator  Dillingham.  During  the  year  1920 1 

Mr.  Demming.  During  the  year  1920  they  exported  dves  to  tlv 
value  of  $35,000,000 

Senator  La  Follette.  Do  you  give  those  figures  in  your  brief* 

Mr.  Demmtng.  They  are  in  that  census  report. 

Senator  La  Follette.  I  know  where  to  find  them  in  the  crtb®* 
report,  but  I  was  asking  you  if  you  gave  them  in  your  brief? 

Mr,  Demming.  No;  they  are  not  in  my  brief.  There  were  !mport/«i 
into  this  country  of  these  vat  dves  which  we  do  not  make  here  •boot 
3,4()(),0()0  pounds  to  the  value  of  $5,700,000. 

Now,  it  is  very  easy,  if  my  figures  are  correct,  to  compute  wUt 
proportion  of  the  dyes  we  consume  in  this  country  that  are  madebfr? 
$35,000,000  from  $95,000,000  leaves  $60,000,000.  We  will  add  u> 
that  tho  $5,700,000.     We  will  call  it  $6,000,000.     That  is  $66,000.W 

Six  sixty-sixths  of  100  per  cent  gives  you  just  a  trifle  over  9  p** 
amU     In  other  words,  they  manufacture  in  this  country  and  luv  0 
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his  cotmtry  not  quite  91  per  cent  of  all  the  dyes  made  here.    Nine 
er  cent  of  all  the  dyes  consumed  here  are  imported. 

Senator  La  Follette.  90  per  cent  in  round  numbers  ? 

Mr.  Demmino.  Between  90  and  91,  yes. 

N^ow,  that  is  the  extent  of  the  domestic  industry  at  the  present 
ime.  They  have  built  up  their  foreign  trade  to  such  an  extent  that 
hey  have  then-  color  cards  prmted  in  foreign  languages.  Here  we 
lave  one  printed  in  French.  That  shows  that  uiev  have  a  very 
X  tensive  foreign  business.  They  have  gone  out  for  the  foreign 
ftxisiness  and  thev  have  gotten  it.  We  do  not  begrudge  them  that; 
►ut,  for  pity's  saTce,  do  not  argue  to  us  that  they  are  such  an  infant 
ndustry  that  they  need  this  extraordinary  method  of  protection. 

Now,  as  to  their  capitalization,  as  I  figure  it,  outside  of  the  Standard 
HI  companies— and  nobody  seems  to  know  just  what  their  capital 
s  at  the  present  time,  since  they  have  been  split  up — outside  oi  the 
Standard  Oil  companies,  the  Allied  Dye  &  Chemical  Co.,  according 
o  the  financial  books,  is  the  fourth  largest  industrial  corporation 
n  this  country  to-day.  The  United  States  Steel  Corporation,  as  is 
«rell  known,  is  the  biggest,  with  a  billion  dollars. 

The  General  Motors,  which,  by  the  way,  is  another  Du  Pont  Co., 
is  next,  with  about  $750,000,000.  Then  comes  the  American  Tele- 
phone &  Telegraph  Co.,  with  $500,000,000,  and  then  comes  the  Allied 
Dye  &  Chemical  Co.,  with  a  capitalization,  as  I  figure  it,  ranging 
anjrwhere  from  $300,000,000  to  $400,000,000.  They  have  $100,- 
000,000  of  preferred  stock— not  quite,  just  a  f^w  thousand  under  a 
hundred  mulion  dollars — and  they  have  3,143,000  shares  of  common 
stock  of  no  par  value.  The  stoclc  had  been  selling  as  high  as  $64  or 
$65,  and  it  pays  4  per  cent  dividends.  I  saw  in  thjB  financial  columns 
of  a  very  reliable  paper  a  couple  of  months  ago  that  the  Beckers  Co. 
alone,  oi  the  Allied  Corporation,  in  the  first  three  months  of  this  year 
made  enough  money  to  pay  the  entire  dividend  of  the  Allied  Dye  & 
Ohennical  Co.  for  the  year. 

You  certainlv  can  not  call  that  an  infant  industrv. 

The  next  important  company  to  the  Allied  Dye  &  Chemical  Co. 
is  the  Du  Pont  Co.  You  can  not  find  any  statement  of  theirs  in  the 
regular  financial  books,  and  the  stock  is  not  listed  on  the  New  York 
Stock  Exchange,  but,  as  far  as  I  can  find  out,  they  are  capitalized 
to-day  at  about  $175,000,000.  It  is  a  well-known  fact  th^t  before 
we  got  into  the  war,  from  the  contracts  which  this  company  had  with 
Great  Britain  alone,  manufacturing  munitions,  it  was  rumored,  and 
rumored  among  bankers  and  reliable  people  in  Philadelphia,  that 
they  had  made  $260,000,000  out  of  their  ammunition  contracts  with 
Great  Britain  alone — before  we  got  into  the  war.  After  we  got  into 
the  war,  they  made  $103,000,000  in  one  year  alone  out  of  ammunition 
contracts  with  this  countrv. 

And  yet  they  talk  about  patriotism.  These  are  the  people  who 
are  coming  here  and  saying,  "We  are  an  infant  industry;  for  God's 
sake  help  us  or  we  are  going  to  the  wall;  otherwise  we  can  not  make 
dyes." 

We  say,  with  those  facts  staring  us  in  the  face,  this  is  a  pretty  lusty 
industry. 

In  audition  to  that,  any  industry  that  can  afford  to  spend  a  little 
over  $100,000  in  one  year  alone  for  legislative  expenses,  as  this  in- 
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dii5trr  his.  c^tainiT  is  not  such  a  weak  industry.     In  that  conn^ 
tion.  le:  Eir  p^rin:  o^x  to  you.  gentlemen,  that  that  was  only  thmur. 
the  acf  r.ry  of  ihe  American  Dyes  Institute,  and  it  is  a  matter  of  pui- 
knowlt'ire  that  s-'^me  of  the  companies  furnished  a  great  deal    " 
moiey  :h-?r-f<lve5  for  their  i^ents  here  in  Washington  in  addiu- 
to  that  $I>-**\\ 

So  we  s-,y  that  that  argument  does  not  go  very  far.  that  it  :^  '^ 
infan:  invi'^srry  ar.d  therefore  needs  this  extraordinary  protection. 

Then,  they  come  al*^ng  and  say,  '*  WeD,  we  want  this  extraordiE^r 
protection  becatise  the  price  of  the  dyes  going  into  these  differ:' 
articles  is  so  sme.il.  it  is  so  infinitesimal,  because  each  of  you  only  f.  .•< 
a  few  cents  to  us/*     That  is  a  very  beautiful  argument,  but  it  i^  - 
absolutely  dishonest  one,  and  our  answer  to  that  is  that  it  does  : 
matter  how  much  we  pay  to  the  dye  industry,  whether  a  few  ct-:  * 
or  a  few  dt^ilars.  it  is  improper  and.  wrong  for  this  country  to  z- 
to  any  industry  the  privilege  and  the  power  of  levying  tribute  u\  ' 
every  man.  woman,  and  chud  in  the  country,  we  do  not  care  when  - 
it  is  a  few  cents  or  a  few  dollars,  and  that  is  exactly  what  you  r- 
doiiiir  in  sriviui:  them  the  embai^o. 

An  emoanrv^.  gentlemen,  is  the  same  thing  as  a  subsidy,  with  f.  • 
exception:  when  yv>u  subsidize  an  industry  you  present  them  ». 
a  certain  particular  sum  of  money,  say  $10,000,000  or  $5O,O0ik(> 
and  then  you  tax  the  people  to  raise  that  amount  of  money.  Wi, : 
you  srivo  them  an  ombanro  you  give  them  the  privilege  of  taxing  v- 
ptH^pTe  in  any  amount  of  money  which  they  choose  to  put  upon  **• 
pince  of  the  article  which  they  sell  to  the  people.  That  ls  w- 
ditference. 

Senator  McLilvx.  That  is,  assuming  that  there  is  no  dome>: 
competition. 

Mr.  Dkmmixi;.  Well,  there  will  not  be  very  much  domestic  cdr:'^- 
tition  if  they  ^ot  this  bill  through.  There  is  going  to  be  an  ab<«4-'' 
uniierstandinjT  in  the  trade,  according  to  our  mformation. 

Now,  I  annoariHl  at  the  hearing  a  year  and  three  quarters  a«>,  a.*;-:  I 
member  Mr.  Dan  Waters  sitting  over  there.  He  had  a  blue  yer-z 
suit  on  and  he  held  his  suit  up  Uke  this,  and  in  a  very  dramatic  »-.. 
he  said  to  the  chairman.  Senator  Watson,  sitting  oyer  then*,  "i* 
you  know  how  much  the  dyes  in  that  suit  cost?  Thirty-two  ceL> 
Xnd  tliey  are  making  all  of  this  hullaballu  about  32  cents.'* 

Ami  two  months  after  that  hearing  I  read  in  the  papers  an  arii . 
whiclx  evidently  had  been  written  by  one  of  the  dye  men,  bocaiLM  • 
wj\s  along  the  line  of  their  propaganda  that  they  had  to  have  a* 
embargi>  and  licensing,  to  the  effect  that  the  dyes  m  a  suit  of  cloii.  - 
cost  4o  cents  instead  of  32  cents. 

About  two  months  after  that  another  article  said  that  it  cost  ** 
cents:  and  now  along  comes  Dr.  Mathos,  who  is  the  chief  chemb*t  * 
the  National  Analine  Co.,  and  says  that  the  dyes  in  an  ordinary  *u/ 
of  clothes  cost  78.61  cents.  So  they  are  all  tne  time  creeping  up  :. 
the  price.  And  remember,  gentlemen,  that  is  at  the  mill,  ancf  ^•. 
tlie  time  that  price  goes  onto  the  other  costs  of  manufacttirinj;  i: 
cloth,  through  the  jobber,  the  wholesaler,  and  the  retailer,  do»n  t 
the  final  user  of  the  suit,  it  amounts  to  several  dollars.  It  gives  ib«E. 
a  chance  to  roll  up  and  pyramid  their  costs.  That  is  the  very  thir^ 
that  wo  are  opposmg.    We  want  to  get  do¥m  to  rock-bottom  pnn? 
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e  ^wrant  to  give  to  the  American  public  our  products  at  just  as  cheap 
price  as  we  can,  and  we  do  not  want  to  be  held  up  anywhere  along 
c   line  and  made  to  pay  improper  or  extortionate  tribute  to  any 
.rticular  man  or  to  any  particular  industry. 
Senator  McLean.  What  is  the  general  average  of  the  prices  now 

compared  to  the  prewar  prices  ? 

Mr.  Demming.  I  will  show  you  that  in  a  second.     We  have  an 
kalysis  of  the  bill  right  here. 
Senator  McLean.  Are  they  very  much  higher  ? 
Mr.  Demmino.  Very  much,  sir;  ranging  from  300  to  1,100  per  cent. 

In  addition  to  the  cost  of  the  dyes  in  a  suit  of  clothes,  you  have 
res  in  practically  everything  you  have  on.  You  have  dyes  in  your 
^ckties;  you  have  dyes  in  your  shoes;  you  have  dyes  in  your  socks; 

)u  have  dyes  in  your  hat 

Senator  McLean.  You  had  better  stop  there.     [Laughter.] 

Mr.  Demmino.  You  have  dyes  in  the  band  of  your  hat;  and  if  you 
ant  to  revel  in  luxuries  like  the  hard  coal  miners  do  in  Pennsylvania, 
3u  vsrear  dyed  underwear.  The  underwear  men  have  told  me  that 
^arly  all  of  the  beautiful  pinlj  and  blue  dyed  underwear  that  is  used 
)es  to  the  hard  coal  miners  in  Pennsylvania.  That  is  true  of  all 
mds  of  articles.  Practically  every  man,  woman,  and  child  gives 
>me  kind  of  tribute  to  the  dye  manufacturer. 

So  we  say  that  that  argument  does  not  go  very  far. 

Now,  their  third  argument  is,  as  the  Senator  referred  to  several 
mes,  licensing  abroad. 

They  say  Italy  and  Japan  have  passed  licensing  systems.  Well, 
le  conditions  in  Italy  and  Japan  are  not  analagous  with  this  country 
t  all,  because  neither  in  Italy  nor  Japan  have  they  any  raw  materials., 
hey  have  not  any  dye  industry  to  protect. 

Then  they  come  along  and  say  that  France  has  passed^  a  licensing 
rstem.  I  would  like  to  know  right  now  where  this  idea  started 
bout  France  having  a  licensing  system.  Men  have  come  here  and 
ave  glibly  said,  '^  Well,  France  and  England  have  licensing  systems.'' 
England  has,  but  I  have  been  unable  to  find  any  system  or  any  law 
3tting  up  a  licensing  system  in  France,  and  I  have  been  to  the  French 
Qnsul  and  the  French  Chamber  of  Commerce  in  New  York  and  asked 
pen  the  subject,  and  they  said  that  France  had  absolutely  no  licens- 
ig  system.     So,  if  there  is  any  such  a  law  I  would  like  to  see  it  now. 

Senator  McLean.  But  they  have  an  embargo,  have  they  not  ? 

Mr.  Demming.  No  embargo  and  no  licensing.  On  the  contrary, 
te  French  consul  in  New  York  told  the  gentlemen  who  brought  the 
ews  directly  to  me,  and  whom  I  sent  over  there  for  that  purpose, 
hat  there  is  absolutely  an  open  market  between  France  and  Germany 
n  dyes  and  that  any  dyes  coming  into  France  from  Germany  pay 

franc  per  kilo.  That  is  about  2.2  pounds.  If  we  export  dyes  from 
his  country  to  France  we  pay  2*  francs  per  kilo.  In  other  words, 
hey  charge  i\s  more  than  thej  charge  the  Germans. 

Now  if  there  is  any  licensmg  system  in  France,  I  would  like  to 
MOW  where  it  is.  Tnen,  we  go  to  England.  They  say  ''England 
las  an  embargo  and  licensing  system."  So  she  has.  fiut  the  con- 
litions  are  very  different  in  England  from  what  they  are  here.  In 
he  first  place,  England  is  a  free  trade  country.  She  had  to  do  some- 
Wng  to  Duild  up  ner  dye  industry,  and  to  save  her  face — she  did  not 
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Senator  McCumber.  Let  me  appeal  to  the  Senators  and  to  the  wit- 

ss,  ^who  has  a  half  hour,  to  hurry  the  testimony  as  much  as  they 

nveniently  can  do  so. 

Mr.  Demminq.  All  rirfit,  Senator. 

Senator  McCumber.  The  entu*e  Tariff  Commission  is  up  here  and 

shes  to  be  heard. 

Senator  McLean.  Do  you  expect  to  close  the  hearings  to-day,  Mr. 

lairman  ? 

Senator  McCumber.  That  was  the  expectation.     We  have  sum- 

oned  every  member  of  the  Tariff  Commission  here.     They  are  wait- 

g,  and  we  have  another  witness,  and  we  want  to  get  tKrough  this 

ternoon. 

Mr.  Demming.  I  will  hurry  along,  sir. 

Senator  La  Follette.  This  is  very  important  testimony  that  this 

itness  is  giving. 

Senator  McCumber.  Well,  we  are  making  it  verv  full. 

Senator  La  Follette.  And  I  do  not  think  he  should  be  cut  off. 

Senator  McCumber.  The  witness  has  already  filed  his  brief. 

Mr.  Demming.  Yes,  sir;  I  just  want  to  finisn  this  licensing  matter. 

Senator  McCumber.  Well,  be  just  as  short  as  possible. 

Mr.  Demming.  Now,  as  to  the  Ucensin^  law  in  England 

Senator  La  Follette.  Do  not  forget,  Mr.  Witness,  to  tell  us  about 
iie  limitation  that  Great  Britain  puts  on  the  profits,  in  the  embargo. 

Mr.  Demming.  Yes.  The  licensing  law  in  England,  as  the  Senatov 
as  intimated,  is  not  only  a  very  (ufferent4aw  from  that  proposed 
.ere,  as  I  will  show  to  jrou,  but  it  is  also  for  the  protection  of  a  com- 
pany over  there  in  which  the  Government  participates  and  whid]^ 
he  Government  controls.  Now,  that  is  very  different,  sir,  from  the 
mbargo  and  hcensing  proposed  here  for  the  benefit  of  private  indi- 
iduals  to  roll  up  any  profit  for  themselves  that  they  can  under  the 
imbrella  of  that  embargo  and  licensing. 

Now,  the  British  Dyes  Co.  (Ltd.)  is  protected  by  this  embargo 
ind  licensing  in  England.  It  has  a  capitalization  of  6,185,822 
)ounds  sterling,  and  of  that  capitalization  the  Government  has  paid 
n  not  quite  £2,000,000,  or  about  one-third  of  it;  so  that  the  profits 
)f  the  corporation  go  to  a  very  large  extent  to  the  taxpayers  and  the 
citizens  of  England 

In  addition  to  that,  the  profits  of  the  corporation  itself  are  limited 
to  8  j>er  cent.  They  are  not  allowed  to  pay  any  dividends  over  8 
per  cent.  The  salanes  are  also  Umited  to  a  thousand  pounds.  Five 
thousfmd  dollars  is  the  very  highest  salary  they  can  pay.  The 
Government  exercises  a  very  close  supervision  over  the  entire 
corporation. 

Now,  the  law  itself  is  very  much  different  from  that  proposed  here. 
The  licensing  commission  over  there  is  composed  of  11  members. 
P'ive  of  those  members  are  dye  consumers.  Three  of  them  are  dye 
manufacturers  and  the  other  three  are  outsiders.  You  can  see  that 
'he  dye  manufacturer's  not  going  to  get  very  far  with  a  commission 

♦imposed  in  that  way.     That  is  quite  different  from  this  law  that  is 

'^'"      od  in  this  country. 

it  all  of  this  talk  and  references  to  licensing 

^ent  in  favor  of  having  embargo  and  hcens* 

flat.    They  do  not  apply  to  the  present 


830  TARIFF — DYES  EMBABGO. 

situation  in  this  country  and  they  are  not  an  argument  at  all  in  that 
support. 

Now,  they  have  their  fourth  argument,  which,  I  think,  in  the  miiMh 
of  most  of  you  gentlemen  is  their  strongest  argument,  and  that  ii 
patriotism.  They  say,  *'This  is  a  key  mdustry,  and  you  have  to 
protect  us  because  we  are  a  key  industry."  Now,  what  is  a  Iot 
mdustry  ?  As  I  conceive  it,  a  key  industry  is  an  industry  upon  viiitt 
other  industries  depend;  a  sort  of  sun  which  is  in  a  constellation rf 
its  owTi,  around  which  other  industries  revolve  as  planets.  If  thit 
is  a  correct  definition,  and  using  that  definition,  we  find  the  iji 
industry  is  very  far  from  being  the  only  key  industry  in  this  counter; 

Which  industry  do  you  gentlemen  think  is  the  greater  and  mon 
important  industry,  tfie  industry  that  manufactures  the  stfel  tkl 
makes  the  cannon  that  fire  the  shells  during  the  battle,  or  makes  tb 
containers  which  hold  the  gas  which  is  manufactured  for  the  chemicJ 
appliance,  or  the  chemical  plants  that  make  the  gas  ?     Which  is  fill 
more  important  industry,  the  industry  that  clothes  the  soldier 
takes  him  to  the  front  to  the  scene  of  action  and  makes  him  comf( 
able  and  protects  him  against  the  rigors  of  the  weather,  or  thej 
try  which  makes  the  gas  that  allows  him  to  throw  the  bomb? 
industry  is  the  more  important,  the  industry  that  builds  the  aert^j 
plane  tfiat  brings  him  over  the  scene  of  action  so  that  he  can  thiowtt 
bomb,  or  the  industry  that  gives  him  the  gas  inside  of  the  bonAj 
the  industry  that  transports  him  to  the  scene  of  action  or  the  ind 
that  gives  him  the  gas  in  the  bomb  ? 

And  3''ot  all  of  these  other  industries  which,  to  our  minds,  arej 
as  important  as  the  dye  industry  are  not  here  clamoring  for 
embargo.     The  steel  industrj^  does  not  come  down  here  ami 
^*  Gentlemen,  we  are  essential  in  time  of  war:  wo  make  the  sted; 
can  not  get  the  guns;  you  can  not  get  the  revolvers;  you  can 
make  aiiplanes  or  ships,  or  you  can  not  make  any  of  these  tb 
unless  you  have  the  steel  industry,  and  if  you  do  not  give  us 
embargo  and  licensing  system  we  are  going  out  of  business  and  tb^ 
whole  countiy  is  going  to  blow  up  when  it  comes  to  war."    ^ 
textile  people  do  not  come  down  here  and  say,  "Gentlemen,  we 
essential  in  time  of  war.     We  make  the  clothes  for  the  soldiers; 
make  the  blankets  to  keep  them  warm:  we  make  the  gooils  that 
into  the  tents;  we  make  the  underwear,  the  socks,  and  everj'th 
else  that  go  into  a  soidier^s  kit  and  apparel,  and  therefore  we  hf 
to  have  an  embargo  and  licensing  system.     Othon^'ise  we  are 
to  close  up  our  factories  and  let  the  country  go  to  the  demni 
bow  wows." 

The  aluminum  industry  does  not  come  do\vn  here  and  sav.  "Gentb-j 
men,  we  make  the  stuli'  tiiat  goes  into  all  of  your  war  activities  tf 
goes  into  your  culinary  apparatus,  the  cups  and  tin  plates  of  J 
soldiei-s.     We  are  an  essential  industry,  and  if  the  country  ever  gojj 
to  war  you  have  to  have  us;  therefore  we  want  an  embargo  iBi 
licensing  system.'' 

Not  a  bit  of  it.     If  they  did  you  gentlemen  would  laugh  in  t» 
faces  and  say,  *'The  war  must  have  set  you  all  craz}'." 

Senator  McLeax.  You  have  not  mentioned  an  industry  yet  tW 
is  not  vitally  dependent  upon  the  chemical  industry. 
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Mr.  Demmino.  Senator,    every   one   of   these   industries,   in   our 

mble  estimation^  is  just  as  essential,  is  just  as  much  of  a  key 

Ills  try  as  the  chemical  industry. 

Senator  McLean.  That  may  be,  but  none  of  them  could  live 

thout  the  chemical  industry. 

Mr.  Demming.  And  the  chemical  industry  could  not  live  without 

em.      It  is  a  well-known  fact,  Senator,  that  in  case  of  national 

cessity,  in  case  of  national  extremity,  all  of  the  industries  in  the 

untry  are  mobilized  for  the  common  protection,   and   the  dye 

d  us  try  does  not  occupy  any  more  promment  or  special  position 

an  any  of  a  dozen  other  industries. 

Senator  McCumber.  The  witness  has  been  quite  lengthy  on  that 

bjcct.     Will  you  kindly  proceed,  Mr.  Witness,  to  another  subject? 

Mr.  Demmino.  All  rignt.     I  just  want  to  say  this. 

Senator  McCumber.  very  well. 

Mr.  Demming.  Mr.   Stone   and   Mr.   Heywood  have   come  here. 

hoy   are  chemical  manufacturers,  and  tney  have  told  a  pitiable 

ory.     They  say  they  are  up  against  it;  they  say  they  are  afraid 

ley  will  have  to  go  out  of  Dusmess;  that  everything  is  depressed 

id^  they  can  not  sell  their  products;  that  they  are  on  the  verge  of 

laking  remarkable  discoveries,  and  can  not  go  ahead,  and  things 

ko  that. 

Now,  we  sympathize  with  them.  But  is  that  any  ai^ument  for 
n  embargo  and  licensing  system  ?  The  whole  ccnintry  is  in  the  same 
osition.  All  you  gentlemen  have  to  do  is  to  give  a  serious  intimation 
i  me  that  you  will  ^ve  an  embargo  to  every  key  industry  in  this 
ountry,  and  if  you  give  me  that  intimation,  I  guarantee  that  inside 
f  a  week  I  will  come  down  here  with  enough  poor  struggling  hosiery 
aanufacturers  to  more  than  five  times  fill  tnis  room,  and  will  prove 
c)  you  that  we  are  a  key  industry  and  that  we  are  in  need  of  an 
mbargo  and  licensing  system  just  as  much  as  the  chemical  industry. 
ill  you  have  to  do  is  to  say  that  you  will  consider  giving  them  an 
mbargo  on  competitive  importations. 

Senator  Dillingham.  In  other  words,  you  mean  to  say  that  they 
fill  all  ask  for  everything  they  can  get  ? 

Mr.  Demming.  Certainly.  The  depression  is  so  widespread  that  I 
an  tell  you  of  some  verv  pitiable  tales,  just  as  well  as  Mr.  Stone  and 
»Ir.  Heywood  have,  \fany  of  these  poor  struggling  hosiery  manu- 
acturers  have  small  mills  in  small  country  towns  and  they  are  abso- 
utely  up  against  it.  This  depression  is  universal.  It  is  all  over  the 
•ountry,  and  they  would  come  down  here  and  tell  of  the  wonderful 
losiery  that  they  are  going  to  make  if  you  just  give  them  an  embargo 
sufficient  to  keep  out  foreign  importations.  And  that  has  actually 
happened.  We  know  that  in  the  New  York  market  there  are  many 
thousands  of  dozens  of  imported  hosiery  coming  in,  and  underwear 
ilso,  from  Germany  and  France. 

Senator  Simmons.  Let  me  ask  you  this:  Can  the  hosiery  people 
any  more  control  and  dominate  tiiis  market  to-day  than  the  dye- 
stuffs  people  can  ? 

Mr.  DexMming.  They  can  not. 

Senator  Simmons.  Do  they  produce  as  much  in  per  cent  of  the 
American  consumption,  or  a  larger  percentage  than  the  dyestuffs' 
people?    You  said  that  the  dyestuffs  people  produce  90  per  cent  of 
the  xVmerican  consumption. 
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Mr.  Demming.  The  dyestufTs  people  produce  90  per  cent  of  th 
American  consumption  manufactured  here  to-day. 

Senator  Simmons.  Yes. 

Mr.  Demming.  I  do  not  quite  understand  the  Senator's  question 

Senator  Simmons.  I  mean  to  ask  you  if  the  hosiery  people  prodoQ 
a  greater  percentage  of  the  American  consumption  than  tne  dje 
stuffs  people  ? 

Mr.  Demming.  They  do  not  produce  as  much,  Senator.  Theydi 
not  produce  as  much;  but  we  know  that  it  would  be  a  ridicnlooi 
thing  to  ask — not  only  ridiculous  but  impertinent  and  selfish— for » 
to  come  down  here  and  ask  for  any  such  protection,  and  yet  we  fed 
in  our  own  hearts  that  we  are  just  as  much  entitled  to  it  as  tb 
chemical  people. 

In  Philadelphia,  and  in  the  Philadelphia  district,  we  have  hadstiibii 
up  there  by  reason  of  the  arrogant  demands  of  labor  in  most  of  ovi 
knit-goods  mills,  beginning  last  fall  and  continuing  for  many  montk 
Most  of  the  mills  are  closed  down.  They  tell  me  that  in  ,tho  Eensb^ 
ton  district,  which  is  our  mill  district,  that  the  bluest  suifereis^^ 
reason  of  the  depression  are  the  little  comer  grocery  stores.  Let  si 
have  an  embargo  against  grocery  stores. 

Some  time  ago  a  large  manufacturer  of  baby  carriages,  a  man  ik: 
has  a  big  factory  in  New  Jersey,  told  me  that  the  effect  of  this  ieffnt 
sion  has  been  to  close  up  his  factory  until  consuniption  catchfls^: 
with  production.  He  said,  '^  Besides  that,  they  are  bringing  into  thi 
country  a  small,  unique,  very  highly  ornamented  baby  carnage,  froft 
France,  and  it  is  maKing  very  big  inroads  on  my  busmess." 

Gentlemen,  it  seems  to  me  that  the  baby-carnage  industry  is  t  fa); 
industry.  [Laughter.]  Babies  have  to  be  bom  and  raised  before  n 
can  make  chemists  out  of  them  and  kill  them  off  with  gas.  Let  ■ 
have  an  embargo  against  baby  carriages. 

Senator  McLean.  It  would,  be  your  conclusion  that  the  existiif 
Simmons-Underwood  rates  are  not  now  sufficient  to  protect  (fa 
generality  of  American  industries  against  foreign  competition  at  tUi 
time. 

Mr.  Demming.  We  are  not  objecting  in  any  way  against  rates. 

Senator.  McLean.  I  deduce  that  from  your  statement. 

Mr.  Demming.  Wo  are  not  objecting  in  any  way  against  rates.  I 
am  trying  to  show  you  gentlemen  the  absurdity  oi  this  argument* 
behalf  of  a  single  industry.  Gentlemen,  I  do  not  have  to  argue  il 
you;  you  know  that  if  it  had  not  been  for  this  war  and  the  frame* 
mind  that  it  has  put  you  in  you  never  would  listen  to  such  an  aigi- 
ment. 

Before  the  war 

Senator  McCumber.  It  seems  to  me,  Mr.  Witness,  in  all  fairnea, 
this  is  mere  argument. 

Mr.  Demming.  All  right,  sir. 

Senator  McCumber.  ^Viid  not  facts,  and  there  are  five  other  wi^; 
nesses  waiting  this  afternoon,  and  in  justice  to  them 

Senator  DiLLiNCiiiAM.  And  this  witness  asked  for  30  minutes  twi 
afternoon. 

Senator  McCumber  (continuing).  We  ought  to  close  this  testimonj. 

Mr.  Demming.  All  right,  sir. 

Senator  McCumber.  We  want  to  give  these  other  witnesses  ii 
opportunity  to  bo  heard. 
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n  an  analjrsis  of  the  bill  which 
imd  licensing  feature.  I  have 
nk.     I  will  nle  that  with  you, 

.  (1  as  a  part  of  your  testimony. 

•nt  of  the  subject  from   the 

h  came  from  the  treasurer  of 
-^.,  which  we  thought  fitted  the 

-a  sort  of  human  document. 

airman,  copies  of  three  letters 
V  e  and  Chemical  Section  of  the 
atersville  Finishing  Co.  a  per- 
t  could  be  obtained  here.  On 
and  said  no,  the  dye  was  not 
rn  a  permit.  Then,  on  August 
icturing  Co.,  of  Lowell,  Mass., 

•  inserted  as   a  part  of  your 

ith  you,  Mr.  Chairman,  a  brief 
you,  prepared  hj  the  Aberfoyle 
j^e  pnntery  of  snirtings,  located 
no  part  m  gettmg  up  this  brief. 

objection,  it  will  be  printed  as 

th  you  a  letter  of  protest  by  the 
phia,  Pa.,  in  which  letter  is  set 

I  he  license  syBtem  compels  us  to  keep 

■and  80  we  can  at  least  make  an  effort 

imported  stocky  which  is  not  nearly 

wmch  is  four  tunes  as  much  in  value 

u  to  these  imported  colors  we  add  the 

mendoufl  increase  over  prewar  iSgures, 

is  dyeing  company  is  a  member 
ladelphia,  composed  of  between 

•  appeared  here  on  Wednesday, 
-sociation,  and  in  his  testimony 
sentiment  of  that  organization, 

e  the  embargo  ana  licensing 

committee  a  protest  by  the 
ich  is  one  of  our  largest  silk- 
licensing  by  the  Pennsylvania 
)ur  largest  carpet  mills. 
ons,  one  of  our  largest  shirt- 

'  ich  company  manu- 

'olphia. 
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Also  one  by  the  Janero  Dye  Works,  of  Philadelphia. 

Also  one  by  the  Lowell  Dye  Works,  of  Lowell,  Mass. 

Also  one  by  Joseph  Greer  (Inc.),  manufacturer  of  worst««i  -:. 
woolen  goods,  a  very  large  concern  in  Philadelphia. 

Senator  Dillingham.  Can  you  not  put  all  of  those  in  in  a  bcr  . 
and  let  them  all  appear  ? 

Mr.  Demming.  if  you  gentlemen  say  so,  I  will;  yes,  sir. 

Senator  McCumber.  I  should  prefer  to  have  you  do  that  if  ^  ■  , 
are  not  getting  to  the  end  of  them. 

Senator  Dillingham.  It  will  save  time  if  you  do  it  that  wiy. 

Mr.  Demming.  Yes.     Here  is  one  from  Folwell  &  Bros.  ( 
very  big  concern,  and  one  from  John  Bromley  &  Sons  (Inc.).    i  - 
leave  the  balance  of  these  letters  with  your  committee. 

(The  letters  thus  referred  to  by  Mr.  Demming  will  be  found  a:  ' 
close  of  his  statement.) 

Mr.  Demming.  I  also  want  to  file,  to  go  into  the  record,  if  I  ojl 
an  article  or  articles  by  Mr.  Warren  F.  Doane,  of  PhiladrlpL  . 
editor  of  The  Manufacturer. 

Senator  Jones.  I  notice  that  that  has  been  printed.     Have  vi-.  -. 
number  of  copies  of  that  ? 

Mr.  Demming.  I  have  only  two  or  three  with  me,  sir- 
Senator  Jones.  I  was  just  wondering  whether  you  could  fun.--- 
the  committee  with  copies  of  it. 

Mr.  Demming.  Each  member  of  the  committee  ? 

Senator  Jones.  Yes. 
•Mr.  Demming.  I  think  I  could,  sir. 

Senator  Jones.  We  would  be  glad  to  have  them. 

Mr.  Demming.  Yes;  I  would  be  very  glad  to  do  that. 

(The  articles  thus  referred  to  by  Mr.  Demming  will  be  prinitsi .: 
full  at  the  close  of  his  statement.) 

Mr.  Demming.  I  think  that  is  all,  sir. 

Senator  McCumber.  Thank  you,  Mr.  Witness. 

Senator  McLean,  you  asked  if  Mr.  Kilheffer  could  be  called.  W<-. 
it  be  satisfactory  to  call  him  after  we  have  called  the  members  <»' ' 
Tariff  Commission,  or  is  it  your  desire  that  he  should  be  called  r.  • 

Senator  McLean.  I  think  he  will  occupy  but  a  very  few  min.'  - 
and  he  wanted  to  follow  this  witness. 

Senator  McCumber.  All  right,  then.     We  will  call  Mr.  Kilht*^-* 

Mr.  Choate.  While  Mr.  Eameffer  is  comine,  Mr.  Chairman,  d. 
state,  in  view  of  the  obvious  exigencies  of  tne  committee,  I  d-  : 
think  it  would  be  proper  for  me  to  attempt  to  answer  any  »'f  * 
tirade  of  abuse  which  Mr.  Metz  directed  against  the  Chemical  F 


covered  in   the   testimony  before   the  Finance  Committee 
Senate  and  the  House  Ways  and  Means  Committee.     I  have  hn\C 
here,  in  addition,  the  record  of  a  law  suit  between  Mr.  Meti  an'i ' 
Alien  Property  Custodian,  to  which  he  referred,  and  which  1 1'9«:  * 
case  you  gentlemen  wish  to  receive  it.     It  will  show  the  sworn  t- 
mony  of  tiie  witnesses,  Mr.  Metz  and  others,  and  what  the  real  f»  * 
were.     It  is  a  voluminous  record,  and  I  do  not  suppose  you  *:• 
going  to  print  it,  but  I  have  it  here. 
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Setnator  McCumber.  Very  well. 

Senator  McLean.  If  you  have  a  single  copy,  you  might  leave  it 
ith   the  chairman  of  the  committee. 

!Mj:-.  Choate.  We  have  a  copy,  but  it  is  ver^  large,  and  I  do  not 
:iow^  whether  you  care  to  receive  it  or  not.     There  it  is. 

Senator  McLean.  It  may  be  left  with  the  chairman. 

Senator  McCumber.  Very  well.  You  can  leave  it  here,  and  we 
ill  let  the  conunittee  decide  whether  they  want  to  print  it  as  a 
art   of  the  testimony. 

Mr.  Choate.  Very  well. 

(The  letters  of  protest  and  briefs  filed  by  Mr.  Demming,  and  re- 
>rred  to  in  his  statement,  are  here  printed  m  full  as  follows:) 

PEciPic  Business  Objections  to  Dye  Embargo  and  Dye  Licensing  Commissiok. 

1 .  It  is  ethically  unsound  and  inexcusable.  It  is  not  right  to  give  an  embargo  and 
icensing  commission  form  of  protection  to  any  one  class  in  the  country  which  has  as 
:p  national  policy  one  general  and  universal  form  of  protection  for  all  business  and 
ndustry.  By  so  doing  the  country  unduly  and  invidiously  favors,  prospers,  and 
fi  vances  one  selected  class  at  the  expense  of  all  the  others.  This  can  not  be  justifiod, 
nd  should  not  be  condoned  or  permitted. 

2.  By  establishing  such  a  law  dye  users  and  consumers  will,  by  reason  of  the  com^ 
>lexities  and  compncations  entailed  by  the  law,  the  red  tape  and  cumbersome  and 
lanuaedng  methods  and  procedure  prescribed  to  comply  with  the  law,  be  compelled  to 
ipe  inferior  and  deleterious  dyes,  and  in  turn  dispose  of  to  the  people  shoddy  and  im- 
jToper  goods  and  dyed  textiles. 

3.  Likewise  dye  users  and  consumers  will  be  robbed  of  their  foreign  customers,  who 
will  have  access  to  the  goods  of  their  competitors  dyed  with  fast,  brilliant,  serviceable, 
ind  satisfactory  dyes. 

4.  Dyes  barred  out  by  the  embargo  and  licensing  commission  will,  nevertheless, 
come  into  the  country  in  the  shape  of  dyed  goods  and  textiles,  upon  which  articles 
there  is  no  embargo  nor  licensing  commission,  but  an  ordinary  tariff,  and  thereby, 
eventually,  the  domestic  dye  user  and  consumer  will  be  deprived  of  his  domestic 
market  in  many  of  his  wares. 

5.  It  will  afford  the  opportunity  to  domestic  dye  maiiufacturers  to  establish  a 
monopoly  and  to  chsut]ge  unreasonable  and  extortionate  prices. 

It  goes  without  sa3dng,  of  course,  that  the  American  dye  manufacturing  industry 
should  be  fostered  and  fully  protected.  All  Americans  are  in  hearty  accord  on  this 
point.  While  not  exactly  a  new  industry,  and  while  it  was  well  developed  and  made 
highly  profitable  during  the  late  war,  its  future  should  undoubtedly  be  properly 
cared  for. 

This  appears  to  be  most  adequately  done,  however,  in  the  tariff  feature  of  the  bill. 
The  protective  duties  levied  are  most  liberal,  and  certainly  seem  sufficiently  high  to 
afford  ample  protection  to  the  industry  when  taken  in  connection  with  the  undeniable 
iactB  that — 

1.  The  industry,  while  a  growing  one,  is  not  entirely  new. 

2.  It  has  received  a  tremendous  impetus  during  the  war  and  since  become  quite 
Toh\ist  and  lucrative. 

3.  The  capital,  financial  standing,  prospectuses  and  reports  of  domestic  dye  manu- 
facturing companies  themselves,  issued  from  time  to  time,  show  the  industry  is  ex- 
ceedingly proflperous,  quite  self-sustaining,  and,  indeed,  self-satisfied,  and  well  able 
to  meet  normal  conditions. 

.  It  is  respectfully  submitted  to  the  consideration  of  your  committee,  that,  in  addition 
to  this  most  liberal  tariff,  it  is  entirely  unnecessary  to  place  in  this  bill  the  secondary 
protection  of  the  absolute  prohibition  of  the  importation  of  all  coal-tar  products  for 
the  period  of  tiiree  years  and  the  creation  of  a  dye  licensing  commission  to  decide,  in 
its  discretion,  whether  or  not  there  shall  be  any  exception  to  such  prohibition. 

The  main  general  objections  to  embai^  and  licensing,  briefly  summarized,  are  as 
follows: 

1.  The  crying  need  of  the  times,  as  everybody  knows,  is  for  the  lowering  of  the  high 
coat  of  living.  The  setting  up  of  an  embargo  and  the  creation  of  a  dye  licensing  com- 
iniagion  is  a  step  in  just  the  opposite  direction.  To  levy  a  very  high  tariff  on  importa- 
tions of  coal-tar  products,  ana  then  to  follow  this  up  by  absolutely  prohibiting  the 
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importations  of  such  products  unless  passed  upon  and  allowed  by  a  dye  li( 
mission,   is  unmistakably  a  move  toward  greater  expense  in  the  biUBDMi  «f   m.- 
industry  having  the  need  of  the  use  of  those  products. 

It  not  onlv  is  an  open  invitation  to  American  dye  manufacturers  to  raise  t^  pr- 
of their  products,  as  well  as  to  lower  their  quality,  but  furnishes  an  excosp  tni  a  -  - 
tense  to  those  who- must  employ  dyes  in  their  business  to  elevate  the  srilint  jnr  - 
their  goods  to  the  public,  and  everyone  knows  that  such  elevation  is  alwrnvv  mr 
proportion  to  the  increase  in  the  price  of  materials  entering  into  the  fobricatkio  d  w. 
goods.    It  is  cumulative  in  its  effect  and  the  good  old  public  always  pa>'9  tL«  : 
While  the  price  paid  for  the  dye  used  in  manufacturing  an  article  is  only  a  fiw^  * 
its  cost  to  tne  puolic,  and  in  noiiany  cases  a  small  fraction,  yet  the  fact  remains  tk^*  .' 
still  a  part  of  the  cost;  and,  in  the  case  of  cheaper  and  more  commonly  used  vcu-  - 
it  is  a  much  larger  fraction  than  in  high-priced  goods  and  articles  of  luxury.    If.  'T 
narily ,  any  iniportations  of  coal-tar  products  ever  get  by  the  extraordinarily  hicb  t^ir 
Lcied  for  in  this  bill,  there  surely  must  be  some  good  and  sufficient  ecooonj    < 


provi  ,  ^  

industrial  reason  therefor,  without  the  necessity  of  any  dye-licensing 
pass  on  the  propriety  or  necessity  therefor. 

The  whole  world  is  now  girding  its  loins  for  the  most  intensive  economical  ftr-i^: 
it  probably  has  ever  known,  in  which  industrial  rivalry  and  busineas  oonpK  z 
will  be  most  keen.    The  sooner  we  realize  it,  prepare  for  it,  and  get  down  tD  m 
tacks,  the  better.    One  thing  is  sure,  we  can  not  fatten  off  each  other  iodcftiutir 
So  far  from  coddling  and  favoring  and  protecting  to  the  point  of  atrophy  any  par 
ticular  industry  in  this  country  at  the  expense  of  other  industries,  what  ve  t,^ 
most  to-day  are  incentives  for  higher,  broader,  cheaper,  and  sounder  oobbct'^a 
enterprise  and  production. 

2.  Next  to  lowering  the  hish  cost  of  living,  and,  perhaps,  just  as  importaBi  «r 
closely  related  thereto,  is  the  dire  need  to  simplify  in  every  possiUe  way  the  Anem 
business  man's  way  of  doing  legitimate  business.    There  are  already  so  asaY  oc 
missions,  bureaus,  and  departments  holding  sway  over  him,  together  with  mbc^^- 
and  laws  regulating  business,  that  it  has  actually  come  to  the  point  vhffe  oc  u:- 
really  knows  what  is  the  proper  business  law  and  rule  to-day;  busineM  mm  tr 
beconiing  more  and  more  vexed,  uncertain,  and  confused,  are  virtually  at  tta  »  - 
what  proper  step  to  take  or  if  any  step  at  all  is  to  be  taken  in  remd  tomaBT  ^  a 
of  business,  and  industrial  chaos  threatens  as  the  direct  result.    To  add  still  aai^^ 
commission,  which  would  hold  sway  over  an. important  branch  of  businesa.  wiik  ^ 
its  necessary  rules,  regulations,  red  tape,  and  dedMons,  would  be  merely  iotM  -^ 
this  confusion  and  indecision. 

Surely  the  Federal  Trade  Commission,  the  Departments  of  Labor  and  Coaa>rr  • 
the  reparation  commission,  together  with  the  Clayton  Act,  the  Shennan  aautr." 
law,  the  Lever  Act,  the  antidumping  laws,  and  other  laws  now  in  foire  and  v»*'' 
consideration  are  sufficient  to  take  care  of  this  situation.  The  American  huiar« 
man  in  order  to  succeed  must  have  freedom  from  restraint  and  interference  and  hb:-. 
fication  of  method  and  procedure. 

3.  Proceedings  by  business  men  before  this  proposed  commission  will  nereaan.- 
cumbersome,  embarrassing,  entangling,  uncertain,  unsatisfactory,  distuibuv.  'v 
densome,  and  probably  expensive  to  a  prohibitive  degree.    It  will  act  as  an  mr-  *• 
restraint  upon  legitimate  business,  and  the  ordinary  American  business  msn.  tr>  *- 
to  do  business  in  a  lawful,  sensible,  and  economic  way,  can  not  fail  to  regard  it  ai*  ■ 
millstone  about  his  neck,  entirely  unjustifiable  and  intolerable.    Action  befon'  *.  * 
commission,  taking  into  consideration  the  American  business  man's  expnienrt^  t*  i  ** 
other  bureaus  and  commissions  and  under  the  laws  now  in  force,  must  of  lU  \''' 
nature  be  surrounded  and  engulfed  by  red  tape,  restrictions,  uncertainty,  wm:  *  ' 
and  hamperings,  needless  expense,  loss  of  time  and  loss  of  business,  and  hn<D"- 
precariousness  of  every  sort  and  description,  and  it  is  bound  to  inevitably  k-*' 
endless  confusion,  inconvenience,  deception,  the  betrayal  of  hunne«  an«1  .  > 
secrets  and  resultant  dissatisfaction,  bitterness,  privation,  and  1«»*(m 

The  commission  will  act  as  a  court.    As  such,  ot  course,  it  would  exercise  its  iob  t* : 
right,  and  is  directed  so  to  do  in  the  bill,  to  surround  itself  and  hedse  itseU  is  «*• 
its  own  rules  and  methods  of  procedure,  involving,  undoubtedly,  the  neceKt. 
petitioners  appearing  before  it,  either  in  person  or  by  counsel,  extensive,  mor  a  ■<* 
complicated,  and  perhaps  coetlv  hearing,  deliberations,  and  possibly  piofiiw,  r\«*7  - : 
and  clashing — witn  regard  to  the  decisions  of  other  bureaus— decisions  to  aa>  t^^i:* 
of  the  delav  and  probably  ineptitude  and  needleasness  and  imprariirsAttht}  d  " 
decision,  wnen  finally  rendered,  because  of  change  of  trade  conditions,  aad  c<^' 
things.    This,  too,  in  face  of  the  real  necessity  of  the  nour,  in  order  to  prevent  iadQ^?>> 
and  economic  distress  and  breakdown  in  this  country,  for  laws  which  will  faapk' 
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aiiiy,  unzavel,  and  condenBe,  not  laws  which  will  still  further  complicate,  bewilder, 
rangie,  and  harass  the  American  business  man. 

The  practical  effect  of  the  establishment  of  this  embargo  and  licensing  commission 
ill  be  to  greatly  discourage,  and,  to  a  very  great  degree,  actually  prohibit  any  impor- 
tions  and  competitions.  In  fact,  that  is  the  real  purpose  of  these  provisions. 
4.  It  would  seem  quite  apparent  that  in  the  v^  nature  of  things  this  proposed 
yre-licensing  commission  will  have  to  play  favorites.  Th%t  is  to  say,  it  will  have  to 
;vor  the  domestic  dye  industry  at  the  expense  of  all  other  industdes.  It  will  have 
»  unduly  favor  individual  dye  manufacturers.  Whatever  the  intention  and  ideas 
ad  motives  of  its  projectors,  it  can  not  well  avoid  doing  this,  because  of  the  charac- 
»r  of  its  duties.  Besides,  it  is  common  knowledge  that  all  such  commissions  are 
m  and  dominated  by  one  man  or  set  of  men,  or  certain  influences  behind  a  set  of 
ten,  with  a  fixed  policy  which  often  has  a  controlling,  selfish,  narrow,  biased,  or 
^tistical  stimulus.  It  is  admittedly  impossible  to  obtain  for  other  business  inter- 
$ts  an  equal  voice  and  representation  before  such  commission,  or,  even  when  repre- 
?nted,  a  complete  and  unbiased  presentation  of  their  particular  business  interests 
nd  business  requirements  and  with  which  they  i^re  most  vitally  concerned.  The 
omestic  dye  manu^turers  will  be  always  fully  represdnted,  and  the  commission 
berefore  must  resort  in  the  majority  of  instances— perhaps  in  all— to  favoring  the 
ye  manufacturers  and  special  members  '  her-'  of  at  the  expense  of  other  interests,  or 
t  least  appearing  to  do  so,  and  this  must  cause  business  losses  and  business  incon- 
enience  and  hann  and  eventually  result  in  the  bitterest  dissatibf action  and  resultant 
nidges  and  reprisals,  causing  the  commission  to  be  regarded  in  this  particular  comer 
f  the  business  world,  whether  justly  or  not,  as  a  vent  for  petty  spites  and  prejudices 
tod  as  the  vehicle  for  the  exercise  of  business  tyranny  of  various  kinds. 

It  must  be  remembered  that  the  offices  and  duties  of  this  commission  are  clearly 
Itscretionary  and  are  not  mandatory  (as  contended  for  by  some  of  its  exponents). 

The  very  language  of  the  bill  ana  the  purpose  of  the  creation  of  the  commission 
how  this.  The  construction  of  such  words  as  "reasonable,"  "efficient,"  ^*sub- 
tantial,"  etc.,  must  be  and  is  entirely  discretionary,  and  yet  possibly  the  ordinary 
)usine8s  men  could  not  agree  on  their  real  meaning  as  applied  to  particular  instances. 

To  say  that  the  commission  can  be  successfully  mandamused  is  nonsense.  A 
ommission  of  this  sort  is  necessarily  discretionary  in  making  and  carrying  out  its 
Kiicts,  because,  if  otherwise,  the  question  at  once'  arises,  why  the  necessity  for  the 
^tablishment  of  the  commission  at  all?  The  only  true  ministerial  commission  is  a 
itmight,  up  and  down,  out  and  out,  clean-cut  tariff  measure,  which,  in  its  operation 
md  application,  knows  no  particular  interest  or  set  of  men,  plays  no  favorites,  works 
lutomatically  and  equitably,  and  which  everybody  affected  thereby  knows  about 
ind  understands,  can  make  business  plans  in  accordance  therewith  without  the 
aecesBity  of  appearing  before  a  commission  composed  of  a  body  of  human,  fallible 
nien,  which,  after  hearing  and  deliberation,  decide  whether  or  not  it  will  place  a 
product  in  class  A  or  class  B,  or  retain  it  in  either  of  these  two  classes. 

5.  Whatever  the  purpose,  avowed  or  real,  for  the  establishment  of  this  Dye  Licensing 
Commission,  its  effect  must  inevitably  be  to  encourage  and  foster  monopoly  in  the 
domestic  dye  manuf actuiingindustry .  1 1  affords  every  facility  and  inducement  to  this 
end.  It  is  class  legislation  of  the  most  vicious  kind,  with  the  sure  effect,  whether  so  pur- 
posed and  acknowfedged  or  not,  of  selectii^  and  favoring  and  abnormally  shielding  and 
prospering  one  class  of  business  at  the  expense  of  and  to  the  detriment  of  other  classes. 
It  is  useless  for  its  promoters  and  proponents  to  deny  this,  as  any  ^ood,  experienced 
business  man,  b^r  a  careful  analysis  of  such  a  commission's  practical  workingB,  can 
u&Tdly  fail  to  satisfactorily  demonstrate.  It  is  the  inevitable  result  of  the  creation 
And  required  methods  of  me  commission,  its  very  essence,  so  to  speak.  In  fact,  the 
spokesman  of  the  real  advocates  of  this  bill  practically  admits  this  truth.  We  have 
neaid  much  of  the  arrogancy,  the  greed,  the  ruthlessness,  and  the  grasping  selfishness 
of  the  German,  but  those  are  more  than  equaled,  and  that  in  the  most  open  and  un- 
blushing way,  when  we  recall  the  testimony  of  Mr.  Ironco  du  Pont  who  appeared  as 
&n  advocate  of  this  biU.  He  frankly  stated  that  this  bill  is  an  embargo  on  foreign 
importations,  that  it  is  so  intended,  that  two  years  duration  is  not  long  enough,  that  it 
ahoiild  be  10  years,  that,  if  he  can  have  his  way,  it  will  be  10  years,  ana  that  the 
domestic  dye  mantifacturer  should  be  made  exempt  from  the  operation  of  the  Sherman 
Anti-Trust  Law  (pages  161  to  167.  hearings  before  Committee  on  Finance,  1919  and 
1920).    Surely  tms  is  the  pinnacle  of  class  feeling  and  class  legislation. 

This  commisiion,  if  established,  while  acting  as  a  restraint  and  a  thorn  in  the  side 
of  the  large  manuifacturer,  will  undoubtedly  be  a  great  hindrance  and  a  decided 
"menace  to  the  v&cy  existence  and  business  survival  of  the  small  manufacturer  and  the 
ousineas  man  of  Uttle  wealth  and  influence.  It  will  stifle  initiative,  individuality 
*Qd  enterprise.    It  will  serve  to  put  a  premium  upon  slothfulness,  carelessness,  indif- 
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ference,  comiptioa.  wir^-pullin^,  political  deals,  shoddy  goods,  un£ur  vnA^  tv» 
tices,  briber\%  incompletene^.  lack  of  skill,  poor  workmansMp  and  funiialuv^  --. 
fltitutes,  all  tending  toward  trade  repressing  and  depression,  stiangulauoa.  «'««*-• 
tion  and  ce^^tion.  in  ^hich.  of  course,  the  immediate  business  utd  iodostn  - 
cerned  will  suffer  first,  and  the  public  be  the  final  and  lai^^st  loser. 

6.  The  establishment  of  such  a  commission  as  this  is  an  absolutely  new  u." 
venture  in  normal,  peace  time.  American  business  and  industrial  life.   1'  i-  . 
innoMition,  undesirable,  experimental,  uncalled  for,  hazardous  and   fnuud:  ^    i 
much  peril  both  intrinsically  and  as  a  precedent.    This  commission,  if  cnat<*<i  r« 
the  beginning  of  an  entirely  new  order  of  things  in  the  American  business  wm*.  . 
significance  of  which  is  far-rear^hing,  and  the  importance  of  which,  in  its  powl  i>  «. 
pDtential  results,  can  hardly  be  underestimated.    And  this  without  any  re*:  :  - 
therefor  bavin?  been  shown. 

The  query  at  once  arises,  if  a  commission  for  coal-tar  products,  why  not  a  cocbei*' 
for  textileci,  a  commission  for  potash,  a  commianon  for  manganese  ore,  a  comibirt  *' 
porcelain,  a  commieeion  for  wool,  a  commission  for  one  and  ten  thousuid  otlhir  ti  . 
which  are  imported  into  this  countr>%  or  which  could  be  imported  into  thm  ««ic  * 
and  which,  undoubtedly,  as  necessities,  should  be  allowed  to  be  imparted  u^u  '. 
countr>'.  imder  certain  conditions,  with  the  American  manufacturer  properly  ;•*«- 
by  a  tariff. 

A  specious  argument  in  fa%*(H'  of  the  establishment  of  this  dye-licenaiu;  cotULiw 
has  been  advanced  based  upon  the  English  licensing  system.     But  widely  fiu--. 
and  qualifying  conditions  in  that  free-trade  country  and  ours,  as  has  been  ibn^n  •. 
explaine<l,  and  are  well  known  and  understood,  prevent  any  real  analogy,  snd  m>  > 
analy8is  of  such  argument  completely  destro^-s  its  cogency  and  applicabthty 

The  truth  of  the  matter  seems  to  be  that  the  establishment  of  commisnoo*  «  t  . 
thra  is  only  justified  (if  justifiable  at  all )  in  war  times  or  some  such  national  <nA» 
normal  times  they  should  be  distinctly  frowned  upon  and  avoided.    At  the  \^** 
time  no  sound  excuses  and  reasons  can  be  given  for  the  setting  up  of  rath  h  ^-^ 
miwion. 

7.  It  would  be  palpably  unfair  to  American  textile  and  other  bueinen  ist^**  - 
dye  users,  to  establish  a  licensing  commission  to  hold  arbitrary  sway  over  t>e  i«  ;•  "- 
tion  of  neiMied  dyes,  not  manufactured  here,  and  at  the  same  time  permit  «r* 
postrirtion,  scrutiny,  or  limitation  (other  than  a  taiiff)  the  imrortaticoi  t>l  ^•r*j 
manufactured  textiles  and  otber  goods,  dyed  with  these  very  dyes  ao>uitfct  J» 
American  manufacturer  but  denied  him  by  the  commission.  '  The  prohiHied  i  - 
would  be  brought  in  in  the  shape  of  dyed  goods,  and  the  purpose  of  theart  dc^n  • 
but  at  the  expense  of  the  American  textile  man.     In  many  instances  tl.e  Au^.  * 
manufacturer  only  after  years  of  arduous  effort  has  succeeded  in  supplaotiiff  ^r*..' 
made  i^ixids  by  tl)<>se  of  domestic  make.    He  has  only  succeeded  in  doing  t>iF  k^  a 
he  has  educated  the  public,  by  a  tedious  process,  to  the  fact  that  the  donuvtv-  »r 

is  just  as  g<K)d  as  the  foreign  one.     If  the  American  manufacturer  can  no  looter  * '- 
the  fast  and  brilliant  dyes,  the  delicate  and  the  var>'ing  shades  and  lints,  hx*  ••• 
are  not  as  good  or  as  desirable  or  as  attractive  as  those  of  the  foreigner  who  »  *li  • 
to  compete  with  him  in  the  home  market  subject  only  to  tariff  duties.    Tlie  t 
will  gradually,  j^rhaps  rapidly  in  some  cases,  become  aware  of  this  fiict.    Aw»   . 
the  dome.^tic  market  for  the  domestic  manufacturer.    The  work  of  ycttiv  w  l:  .  * 
in  a  very  brief  time.     Once  lost,  even  when  he  is  again  afforded  the  opporti.r.' 
get  dyes,  and  all  the  dyes,  just  as  good  as  the  foreigner  has  access  to.  it  will  tU' 
Anieri<'an  manufa(*turer  many  years  to  regain  his  foot  hold  in  the  domestw  !»'• 

Again,  a  very  strong  reason  for  opposition  to  the  establishment  of  tlus  pr-c»* 
emi)argi^  and  dye-licenj'ing  commission  is  the  undoubted  fact  that  it  would  f**  ■  • 
grave  impivliment  to  the  expansion  of  our  export  trade. 

American  textile  interests,  as  we  all  know,  have  for  a  long  time  been  re*lA: 
break  into  foreign  markets.     The  recent  war  gave  them  their  much-soncht  -f^' 
tunitv  and  the v  were  making  some  headway  in  this  direction. 

For  instantV,  the  hosier\'  people  in  1919  exported  over  120.000.000  doseo  pa.*- 
stockings  and  socks,  valued  at  over  $40,000,000,  to  Belgium.  Norway.  IV«b*-- 
Sweden.  France.  Cireece,  Turkey,  Italy,  England,  C'anada,  Meuco*  Aifroinu  » 
other  South  .Vmerican  countries. 

In  order  to  gain  headway  in.  or  even  hold,  this  market,  it  is  of  \-ital  iapcvtk:  • 
them  that  thev  have  here',  the  place  of  manufacture,  a  free,  open,  equal  fanl" 
obtain  in  the  public  market  the  best  dyes  of  every  possible  shade,  hoe,  cfnif  * 
description,  absolutelv  fast  to  light,  water,  bleaching,  and  washing. 

If  they  are  unable  to  do  this— if  this  facility  is  taken  away  from  them — they  •*•    • 
oblige<i  to  turn  out  inferior  qualities  of  goods,  their  foreign  eompediors  will  twi' 
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\ieirft,  and  they  will  lose  their  foreign  markets;  and,  in  addition,  with  shoddy  and 
iiferior  goods,  dyed  with  poor  and  fugitive  dyes,  will  be  utterly  unable  to  hold  the 
iome^tic  market  against  tne  importations  of  foreign-made  goods  dyed  with  the  best 
knd  fast  dyes.  * 

It  woula  seem  quite  obvious  that  this  proposed  embai^go  and  dye-licensine  com- 
nlRsion  would  deprive  them  of  this  equal  chance  and  facility,  or  at  least  render  the 
:>\>taiiiing  of  these  required  dyes  so  hazardous  and  cumbersome  and  expensive  as  to 
fatally  handicap  those  textile' people  in  their  endeavors  to  obtain  and  retain  foreign 
narlcets  for  their  productions. 

Tbe  textile  people  are  perfectly  willing  to  attempt  to  retain  and  build  up  a  foreign 
market  for  their  wares  with  a  high  and  liberal  tariff  on  all  dye  importations  in  order 
CO  adequately  foster  and  protect  the  American  dye-manufacturing  industry;  but  to 
ask  them  in  addition  to  this  to  endure  an  embargo  and  dye-licensing  commission  they 
believe  is  going  a  step  too  far  and  making  the  burden  too  great  for  them,  needlessly, 
J i«criminatingly,  ancl  invidiously. 

9.  As  plainly  evidenced  by  the  demoralized  conditions  of  our  foreign  exchange  and 
the  statements  of  our  international  bankers,  a  ^reat  economic  problem  now  confronts 
the  United  States  because  of  the  changed  conditions  brought  about  by  the  war.  Not 
as  the  result  of  our  own  wish  or  purpose,  but  because  of  forces  outside  of  and  greater 
than  ourselves,  we  have  become  a  world  power,  with  our  interests  to  an  unprecedented 
degree  intertwiqed  with  those  of  other  nations.  We  can  no  longer  take  a  narrow  and 
isolated  poaition  and  assume  to  view  the  anairs  and  happenings  of  the  world  from  afar. 
We  are  part  and  parcel  of  the  whole  great  world,  and  economically  and  industrially 
a  very  great  part.  In  this  corresponding  degree,  therefore,  we  must  realize  that  the 
welfare  of  the  world  is  bound  together,  and  that  which  adversely  affects  one  nation 
affects  all. 

From  a  debtor  nation  we  have  chan&red  in  a  very  few  years  to  a  great  creditor  nation. 
Our  national  policy  must,  therefore,  likewise  change.  We  can  not  hope  to  ever  secure 
the  return  of  our  huge  credits  except  at  least  to  a  degree,  bv  encouraging  trade  from 
and  with  our  debtor  nations.  As  a  creditor  nation  we  have  a  deep  interest  in  promoting 
the  prosperity  and  enlarging  the  earning  capacity  of  those  nations  which  owe  us  money 
in  order  that  they  may  enjoy  at  least  difficult  prosperity  to  enable  them  to  pay  us 
principal  and  interest.  Foreign  trade  is  essentially  an  exchange  of  commodities. 
One  nation  can  not  continue  to  sell  to  another  without  reciprocally  buying  from  it. 
Continued  sales  without  corresponding  purchases  would  in  time  withdraw  all  the  ^Id 
from  the  purchasing  country,  so  that  it  must  cease  to  be  a  purchaser  and  in  tune 
national  bankruptcy  would  ensue.  Long-time  credit  merely  means  that  tJhe  debtor 
nation  has  a  longer  period  in  which  to  pay  the  creditor  nation  in  goods. 
(lermany,  as  well  as  France  and  England,  are  now  debtor  nations  to  us. 
The  queetioD  at  once  arises,  If  we  are  not  going  to  allow  them  to  discharge  their 
debts  to  us  by  selling  us  something  we  require  here  and  don't  make  here  ourselves, 
where  then  are  we  going  to  begin?  If  we  don't  take  from  them  the  dyes  and  chem- 
icals we  must  and  should  have  and  which  we  have  not  yet  learned  to  make  ourselves, 
what  articles  of  commerce  do  we  intend  to  permit  them  to  import,  and  how  are  we 
ever  going  to  have  our  tremendous  indebtedness  liquidated? 

How  are  we  going  to  stimulate  and  preserve  our  export  trade  in  the  goods  we  do 
manufacture  if  we  do  not  allow  foreign  nations  to  establish  credit  with  us  by  send- 
ing and  selling  us  certain  articles  which  they  make  and  we  do  not? 

10.  Finally,  these  provisions,  if  enacted  into  law,  would  plainly  go  contrary  to 
the  sound  economic  trend  of  the  times  and  put  the  Government  back  into  business 
again.  Every  possible  effort  is  now  being  made  to  get  business  back  to  a  private 
basis  and  out  ot  the  hands  and  direct  control  of  the  Government.  Everyone  is  sick 
and  tired  of  this  costly  experiment  made  durinj^  the  war.  America  has  had  enough 
oi  it — at  least  for  the  time  being.  These  provisions  of  embargo  and  a  licensing  com- 
mission, if  they  became  a  law,  would  necessitate  the  establishment  of  a  separate 
governmental  bureau  for  the  purpose  of  having  hearings  and  appearances,  making 
edicts,  promulgating  rules,  issuii^  and  scrutinizing  orders,  establishing  and  pub- 
lishing lists,  and  overseeing  and  keeping  in  touch  with  this  particular  industry  in 
general. 

With  its  necessary  and  accompan\'ing  system  of  checks  and  balances,  comparisons, 
and  corrections,  verifications  and  follow-ups,  statements  and  affidavits,  petitions  and 
permits,  regulations  and  rules,  and  what  not  else  which  would  be  required,  it  would 
put  the  Government  back  into  business  with  a  rush. 

One  of  two  things  is  sure,  if  embargo  and  licensing  commission  became  the  law  in 
^e  dye  manufacturing  business,  in  its  practical  enforcement,  it  would  either  be  a 
Bereaming  farce  and  add  to  the  general  contempt  of  Government  bureaus  and  agen- 
cies, or  e&e,  if  taken  seriously  ana  honestly  and  carefully  administered,  would  become 
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a  burden  to  and  a  thorn  in  the  side  of  the  ordinan'^  bufriness  man,  a  uaor  and  roQ. 
flumer  of  dyes. 

We  have  already  too  many  laws  upon  our  statute  books,  and  need  no  more  of  thpm. 
We  plead  with  our  legislators  to  enact  no  more  such  la^^s.  ITiere  Ls  already  in  thk 
country  too  much  contempt  and  too  great  indifferenc'e  to  what  are  regarded,  whKh«*r 
justly  or^iot,  as  useless  and  unduly  restrictive  and  harrassing  laws. 

Probably  the  most  demoralizing  and  dangerous  thing  in  this  country-  to-day  u  rb^ 
daily  spectacle  of  law-evading  persons  becoming  wealthy  and  proaperous.  with  M 
immunity  from  the  law,  while  the  ordinary,  honest,  decent  citizen  can  hardly  pet 
along  and  pay  his  taxes.  The  other  day  it  developed  in  Philadelphia  that  a  «1om 
keeper  in  the  outskirts  of  the  citv,  whose  license  had  been  revoked  many  months  a^iik. 
had  become  so  wealthv  that  within  the  last  six  months  he  had  purchased  omridit 
some  60  properties  and  2  automobiles.  And  he  has  not  even  been  charge*!  wiihi 
crime.  I  could  mention  ifiany  more  such  examples,  for  they  are  by  no  means  imlatnL 
as  many  of  us  know. 

We  want  no  more  such  laws — for  the  good  of  our  (»ntire  countrx-.  These  promos 
if  attempted  to  be  legalized,  are  rife  with  danger,  because  of  their  burdensomeiMW 
and  impracticability. 

By  enacting  such  laws  you  merely  serve  the  purpose  of  bringing  law  in  svMienj 
into  disrepute;  you  make  all  laws  and  enforcement  of  law  a  laughing  stocK:  ud 
history  shows  that  when  these  things  occur  chaos  and  debacle  ensue. 

The  great  need  of  the  country  to-day  is  for  some  legislation  such  as  can  l>e  rptdjlr 
understood  and  obeyed  and  is  practical  of  enforcement.  If  a  continuance  is  made<if 
passing  unusual  ani  freak  legislation,  one  of  two  things  seems  likely  to  happen- 
you  wfil  either  impoverish  and  almo.^t  drive  crazy  the  honest  portion  of  the  people  who 
try  to  fathom  and  ol)ey  the  laws,  or  else  there  is  going  to  be  a  saturnalia  of  law  cvtm* 
and  crime,  such  as  the  country  never  knew  before. 

1 1.  JiLst  at  the  present  time  the  country  is  in  the  throes  of  a  business  and  financiil 
depression.  Many  people  are  suffering  extremely  hard  times,  and  much  unempkff- 
ment  exists.  Kvery  enort.  is  })eing  made  to  bring  down  wages  and  other  cote  rf 
production,  so  that  industry  may  start  up  again  from  a  stable,  tirm,  secure  basis. 

In  line  with  this  condition  of  affairs  the  President  of  the  United  States  fonnd  k 
neceasar^'  the  other  day  to  deliver  a  personal  message  to  Congress  to  the  effect  thatthr 
financial  condition  of  tlu^  country  would  not,  at  least  at  the  present  time,  pennit  ^ 
bonus  legislation  for  the  men  who  fought  in  the  late  war. 

If  embargo  and  dve  licensing  are  enacted  into  law,  which  conf«eedlv  will  benefit i 
comparatively  small  and  select  class  of  men  at  the  expense  of  the  rest  ot  the  connnr- 
a  class  and  a  special  industry  w^hich  everybody  knows  made  extraordinarily  hnf 
profits  during  the  period  of  the  war — how  can  we  s([uare  such  action  with  thofeotlw 
efforts  of  the  (lovernment  and  of  the  (country  as  a  whole  to  l)ring  all  classes  back  toi 
solid  foundation  of  thrift,  economy,  application,  and  unselfish  striving?  Would aidl 
an  action  be  consistent,  and  could  it  bo  justified? 

PRACrnCAL    WORKTXr.S    OP    THE    DYK-EMBARGO    AND    DYE-LICENSING    COMMIS9I0X  IF 

ENACTED   INTO   LAW. 

The  language  of  the-  bill  is  for  was): 

•'The  United  States  Tariff  Commission  shall,  a«^ soon  as  may  be,  pr«.)ceed  toailetwni- 
nation  of  the  products  which,  under  tlio  foregoing  definitions,  are  included  in  claN A. 
and  publish  a  list,  thereof.  TJiis  list  shall  be  revised  as  and  whenever  said  comrawirtR 
may  deem  necessary,"  etc. 

And,  "No  product  while  included  in  class  A  *  *  *  shall  be  deliv(T».s!  frfli 
custotns  custody  in  the  I'nited  States,  or  in  any  of  it-s  possessions."  et<\ 

Hence  the  policy  governing  and  swaying  the  commission — the  very  fundamentri 
idea  of  its  existiaice.  as  a  dye  commission,  the  preconceived  and  firmly  wtabfcbw 
notion  and  predominating  thought  in  the  minds  of  the  ("ommis-^ioners  composineii' 
will  be  that  it  is  estublishcid  for  the  purpose  of  preventing  importation  of  coal-tof 
products  into  tlio  United  8tat(^s. 

Based  upon  this  primary  purpose  of  tht?  bill  itself,  this  dye  licensing  commianca 
will  necessarily  be  controlled  by  a  fixed  policy  of  hostility  and  op]X)sition  io«rd 
anyone  appearing  before  it  for  the  purpose  of  remo\-ing  dyes  from  class  A.  thsia- 
hibited  list,  and  of  scn^uring  a  permit  or  license  to  import  supposedly  necwaarj*  <iy«i 
not  made  here.  Its  whoh*  attitude  toward  textile  interests  vriW  be  verj'  deadedly 
that  of  the  gentleman  from  Missouri. 

By  the  very  terms  of  its  existence,  doubtless  by  all  its  rulings  and  decisions,  thf 
methods  of  procedure  before  it.  wliich  it  will  prescribe,  and  which,  of  course.  wiUl* 
more  or  less  complicated,  and  must  be  vexatious,  oppressive,  cmbarassing  anilua- 
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Ttain  to  the  honest  and  truthful  petitioner  appearing  before  it,  this  commission,  in 
le  very  nature  of  its  creation  and  surroundings,  must  act  and  proceed  upon  the 
resumption  that  no  importations  of  coal-tar  products  are  necessary  or  should  be  al- 


In  order  to  overcome  this  presumption  and  secure  a  permit  or  license  from  the 
^mmisaion  for  importations  of  coal-tar  products,  placed  at  a  disadvantage  as  he  must 
?  l>y  "^p^hatever  rules  of  procedure,  harassing  and  complex,  the  commission  may 
romulg&te,  (as  is  its  inherent,  self-governing  right,  and  as  it  is  directed  and  author* 
ed  1>y  the  bill  itself  to  do)  any  petitioner  to  remove  a  product  from  class  A  and  obtain 
licenae  to  import  must,  by  the  rule  of  burden  of  proof,  produce  an  overwhelming, 
renominating  and  preponderatii^  mass  and  weight  of  evidence  and  proof,  sufficient 
»  move  the  minds  (k  the  commissionerB  out  of  their  accustomed  grooves  and  convince 
leir  reason  of  the  necessity  for  the  removal  and  issuance  of  the  asked  for  license. 
This  "will  be  no  easy  task.  In  many,  if  not  most  cases,  the  difficulties  will  appear 
retty  nearly  insupNsrable  to  the  average  mill  man. 

Thus,  the  commission,  sitting  as  judge,  jury,  and  prosecuting  attorney,  hears> 
eisrlis,  and  deliberates  upon  the  evidence,  for  any  lengtn  of  time  it  deems  necessary, 
ad  continues,  postpones,  and  concludes  hearings,  reopens  hearings,  rehears  evidence 
ad  additional  testimony,  asks  for  briefs  to  be  filed,  etc.,  and  then  at  last  gives  a 
irision. 

It  is  true  that  the  bill  says  '' Thereupon  the  commission  shall  make  its  determina- 
ion  ^without  delay. " 

But  what  does  this  mean?  Nothing  at  all.  It  is  a  pure  surplusage — "bunk,"  in 
he  lan^iage  of  the  street.  For  who  rfiall  determine  what  is  "delay  "  or  how  long  is  a 
eaaonable  time?  Whv  the  commission,  of  course.  Its  members  could  be  neld 
i^countable  onlv  for  a  veryr  obvious  or  violent  abuse  of  the  taking  of  sufficient  time  to 
iilly  consider  the  evidence  and  the  entering  of  a  decision.  And ,  m  case  of  such  abuse,, 
«rho  could  undertake  to  hold  the  commission  accountable?  Certainlv  not  the  textile 
nan.  He  has  troubles  enough  of  his  own  in  his  ordinary  business  relations,  and 
probably  long  before  the  decision,  if  delayed,  came  out,  he  had  given  up  all  ideas  and 
riopee  ct  ever  getting  his  des'red  d  ves,  if,  indeed,  thev  would  be  of  any  use  to  him  then, 
should  he  happily  receive  permianon  to  try  to  obtain  them. 

Based  upon  the  past  experiences  of  the  millmen.  the  leather  manufacturers,  and 
others,  in  tr'ing  to  seeing  licenses  from  the  War  Trade  Board,  and  applying  these 
experiences  to  the  language  of  the  present  bill,  the  entire  period  elapsing  from  the 
filing  of  the  appliration  to  the  granting  of  the  permit,  in  any  case  where  there  would  be 
any  opposition  whatever  from  the  dye  manufacturers  (and  we  can  take  it  for  granted 
that  there  would  be  such  opposition  in  the  vast  majority  of  cases,  and  strenuous  and 
prolonged  opposition  in  many  cases)  would  be  not  less  than  three  months,  and  often 
longer.  Certainly  this  is  a  sufficient  length  of  time  to  make  any  textile  manufacturer 
hesitate,  become  dubious,  and  look  longingly  at  any  spurious  or  inferior  dyes  in  the 
domtB^ic  market,  debating  whether  or  not  he  can  work  them  off  on  a  credulous  public, 
and  thereby  save  himself  the  certain  loss  of  time,  money,  patience,  and  energy  caused 
by  a  contest  before  the  coramigsion. 

And  this  is  the  very  purpose  of  the  bill,  and  what  Mr.  du  Pont  meant  when  he 
tostiSed  before  this  committee  a  vear  and  three-quarters  ago  that  "To  call  this  bill  a 
licensing  bill  is  a  misnomer.    It  is  substantially  an  embargo,  and  is  so  intended." 

For,  it  must  be  remembered,  that  even  after  all  this  lapse  of  time  in  securing  the 
permit,  tliis  uncertainty,  this  trouble,  and  expenditure  of  time  and  money,  and 
probable  deferring  of  business  plaus.  if  the  textile  man  is  lucky  enough  to  get  a  favor- 
able dedsion,  he  has  still  to  get  his  ayes,  which  will  probably  take  two  or  three  weeks 
longer. 

The  bill  provides  that  class  A  "shall  comprise  all  of  such  products  which  are  obtain- 
able in  the  United  States  on  reasonable  terms  as  to  quality,  price,  and  delivery." 

It  then  proceeds  to  give  alleged  definitions  of  what  are  reasonable  terms  as  to  quality^ 
price,  and  delivery.  But  these  are  necessarily  most  indefinite,  vague,  unsatisfactory, 
inclusive  and  susceptible  of  many  and  differing  interpretations.  The  free  use  of  the 
terms  "substantially,"  "considering  always  the  purpose,"  "sufficient  to  insure  the 
maintenance^"  "an  efficient  plant,"  "substantial  commercial  scale,"  "reasonable 
time,"  "sufficient  to  supply,"  etc.,  all  go  to  show  that  everything  really  is  left  to 
the  judgment  and  discretion  of  the  commission. 

The  commission  determines  all  these  things.  The  responsibility  is  wholly  the 
<^inmis8ion's,  and  no  outside  reasonable  person  presenting  facts  in  favor  of  excluding  a 
product  from  class  A  and  granting  a  permit  to  import  may  be  heard;  under  the  terms 
o!  the  bill,  the  commission  is  not  bound  thereby,  and  may  believe  slight  evidence 
to  the  contrary,  give  the  benefit  of  the  doubt  to  the  dye  manufacturer,  and  decide 
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against  exclusion  and  the  issuing  of  the  license,  and  do  so  without  any  risk  of  beiof 
legally  held  arbitrary  or  despotic. 

From  such  a  decision  there  is  absolutely  no  appeal  or  any  chance  of  reveml  or 
redress  whatever,  however  injured  the  textile  man  may  consider  himself  aiMi  U» 
business  to  be  thereby. 

This  is  not  said  with  the  idea  of  casting  any  reflection  thereby  on  the  integrity  of  thfr 
commission,  since  the  commissioners  may  act  in  perfect  good  faith,  with  a  full  derire 
to  fulfill  their  duties,  and  still,  in  the  natural,  regular  legitimate  workings  of  the 
commission,  the  textile  supplicant  for  dye  clemency  mav  suffer  the  grossest  injvj 
without  any  just  ground  for  charges  against  the  commission  of  negligence,  indife- 
ence,  bias,  or  malign  influence. 

Aside  from  this,  too,  the  necessity,  in  any  action,  application,  or  petition  before  the 
commission,  for  the  betrayal  and  disclosure  of  trade  secrets,  busincflB  plans,  end 
campaigns  on  the  part  of  textile  men  which  \\i\\  serve  to  enlighten  and  benefit  thdr 
business  rivals  \\ill  probably  bo  such  as  to  act  bs  a  great  deterrent — ^in  fact,  almoBti. 
prohibition — to  any  sensible,  careful,  prudent  business  man  appearing  before  the 
commission  in  this  capacity,  excopt  as  a  final  resort  to  save  his  business  from  inh 
pending  disaster  and  collapse  and  where  he  can  no  longer  stave  off  the  inevitable. 
LikeA^ise,  all  these  provisions  of  the  bill  are  predicated  upon  the  requirement  and 
supposition  that  every  business  man  is  able  and  has  sufficient  business  acumen  and. 
mental  ability  to  read  business  signs  and  omens  aright  and  with  unerring  infallibiliij 
many  months  in  advance. 

In  many  instances  this  is  not  possible,  especially  with  the  smaller  mills  that  follov 
the  larger  ones  in  style  and  finish. 

On  the  other  hand,  the  domestic  dye  manufa<*turing  interests  are  perpetually  iiid 
fully  represented  in  all  their  rights  aiid  equities  before  the  commission.  They  han 
merely  to  flit  tight  and  put  the  entire  burden  on  the  millmen,  the  conBumer,  ind 
the  user.  ^ 

In  view  of  all  the^e  circumstances,  facts,  and  conditions,  can  it  be  doubted  foroM 
moment  that,  neither  in  its  attitude  nor  in  its  prac^tical  operation,  is  it  possible  forthii 
proposed  dye  licensing  commission  to  be  perfectly  fair,  neutral,  equitable,  or  impirtid 
to  tne  users  and  consumers  of  dyes  and  coal-tar  products? 

Can  it  then  be  succ^essfully  contended  that  tiie  conception  of  this  scheme  of  pio- 
tection  is  just,  proper,  economic,  sound,  satisfactory,  or  American? 

Can  it  be  properly  termed,  therefore,  other  than  class  legislation  of  the  mostflagnil 
sort,  and  an  unlawful,  bold,  arrogant,  and  pernicious  attempt,  under  cover  of  v«riflii 
excuses,  including  patriotism,  to  bestow  special  privilege- and  overwhelming  benebt 
and  advantage  upon  one  small,  select,  exclusive  manufacturing  interest  at  the  expenw 
of,  and  to  the  very  der-ided  detriment  and  hindrance  of,  all  other  manufacturing 
industrial,  and  business  interests,  and  of  the  general  public? 

(lEOROE    DeMMIXG, 

Counsel  for  flosiery  Association  and  Other  TeH^le  MilU. 


AV.  J.  BrPGELL  &  Sons  (Inc.!. 

Peahody,  Mnsx.j  July  'JS,  1921. 
Hon.  Boise  Pknrosk, 

Clminnan  A^aidic  Finance  Committee^  Washington^  T).  C. 

Dear  Sir:  During  the  past  two  year^i  when  the  tariff  on  coal-tar  dyestuffs  ha<l>«n 
considered  in  Wa^hinj^toii  we  havo,  in  a  nicxiest  way  from  time  to  time,  madenwtesB 
against  anything  like  liccnt-e  and  embargo  for  foreign  dyes.  It  A^'as  certainly  very 
gratifying  to  us  that  the  Houtre  ot  Re  preventatives  eliminated  from  the  bill  everything 
pertaining  to  licence  and  einl.>argo. 

We  un(ler.-tan(l,  how(>ver,  that  the  large  American  dyestuff  manufacturers  are 
endeavorijig  to  have  the  .Senate  put  this  objectionable  feature  l>ack  into  the  biiL 
and  we  feel  tliut  we  mu>t  write  again  in  protest  of  this,  as  all  users  of  dyestuffs  womU  l?c 
seriously  handicai)i)ed  if  their  interests  are  jeoi)ardi>'ed  by  such  drattic  legit-Ution. 

As  reiardH  the  duty  ihat  will  finally  be  Eclectt^  to  give  the  domestic  dye  manu!i^ 
turer  adequate  j)r()tec!tion,  to  wliicli  he  is  entitled,  we  trust  the  i<ame  will  not  only  ^« 
fair  to  them  nut  to  all  Ui^erH  of  dyei-tuffs  as  well.  I-eather  goods  are  constantly  comius 
into  this  country  with  foreign  dyes  in  iliein.  .such  dyes  being  undoubtedly  told  ai.roM 
at  competitive  prices  and  our  goodd  are  made  up  into  various  articles  by  jHJople  who 
we  sell  and  who  are  in  compel ition  with  foreign  manufacturers  of  leather  good?  ia 
this  country  an  well  as  othc^  countricis.  It  would  therefore  Keem  that  while  aile'iwte 
protection  to  the  Ameri(;iui  manufacliirer  is  the  proper  thing  to  do,  this  pwtectiaa 
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ould  not  be  made  so  high  that  it  would  jeopardize  the  bueinesB  as  conducted  by  all 
Qcems  who  use  dyestuffs  in  their  products  for  the  above-mentioned  reasons. 
YouiB,  very  truly, 

Frank  W.  Budgell. 


GliEASONOALE,   MaSS. 

le  Chairman  Finance  Committee,  « 

United  States  Senate,  Washington,  D.  C. 

Honorable  Sir:  We  briefly  call  attention  to  the  dye^tuff  schedule  of  tariff  bill^ 
t\v  beiiiff  discussed  at  public  hearings  before  your  honorable  board,  voicing  our 
otest  a^inst  the  embargo  and  license,  American  valuation  and  specific  rate  clauses. 
It  is  necessary  for  the  American  manufacturer  of  textiles  to  be  able  to  secure  dye- 
tiffs  of  fastness,  uniformity  and  in  sufficient  quantities  to  compete  in  the  world 
arkets  and  to  incorporate  in  our  tariff  bill  theabove-mentione:!  clause.?,  in  our  opinion^ 
i<l  certainly  in  our  particular  branch  would  be  a  detriment  to  our  industry. 
Respectfully,  yours, 

Gleasondauc  Woolen  Mills, 
Charles  £.  Robbrts. 

TVeasurer, 


C.  H.  Masland  &  Sons  (Inc). 

^  Philadelphia,  Fa.,  July  27 f  19^1. 

Ir.  George  Demming, 

National  Association  Hosiery  and  Underwear  MannfacturerSy 

Philadelphia,  Pa. 

Dear  Sir:  If  you  have  an  opportunity  to  act  as  spokesman  for  the  dye  consumers, 
rou  may  please  say  for  us  that  we  favor  legislation  protecting  the  American  industrv 
o  an  extent  that  will  permit  its  complete  development  in  all  lines  and  at  prices  which 
rill  not  place  an  undue  burden  upon  the  consumer. 

We  consider  that  the  embargo  would  be  unjust  to  the  consumer  and  not  neceasary 
JO  the  proper  development  of  the  manufacture  of  dyes,  and  that  the  well-tried  princi- 
Dlf*3  of  protective  tariff  can  be  applied  so  as  to  develop  home  industries  and  at  the 
iame  time  prevent  an  extortionatte  monopoly. 
Yours,  very  truly, 

C.  H.  Masland  A  Sons  (Inc.), 
O.  W.  Mabland. 


East  Pepperell,  Mass.,  July  29 ,  1921. 
Hon.  Boise  Penrose, 

Chairman  Finance  Committee ,  United  States  Senate. 

Dear  Sir:  We  trust  that  the  embargo  clause  of  the  chemical  and  dye  section  of 
H.  R.  7456  which  was  recently  rejected  by  vote  of  the  House  will  not  be  placed  in  this 
bill  again  by  your  committee.  Any  embargo  or  license  would  be  injurious  to  the 
public  and  very  disastrous  to  the  consumer  of  dyestuffs. 

We  believe  this  country  is  entitled  to  receive  the  best  and  fastest  colorings.  An 
embargo  on  dyestuffs  would  prevent  this  and  tend  to  create  a  monopoly. 

The  duty  on  dyes  we  understand  to  be  7  cents  per  pound  and  35  per  cent  ad  valorem, 
or  an  increase  of  about  280  per  cent  over  the  duty  in  force  prior  to  the  war.    We  con- 
sider this  ample  protection  for  the  domestic  industry. 
Yours,  very  truly, 

Pepperell  Card  A  Paper  Co., 
Rainsford  Deware. 

President  and  Treasurer. 


.  Philadelphia,  August  1,  19^1. 
Mr.  0.  B.  Carter, 

Secretary  National  Hosiery  and  Underwear  Manufacturers'  Association, 

Philadelphia. 

Dear  Sir:  We  beg  to  advise  that  we  are  heartily  in  favor  of  your  movement  to 
remove  unnecessary  and  hampering  restrictions  which  are  at  present  binding  textile 
manufacturers  in  the  importation  of  dyestuffs  where  no  satisfactory  substitute  i» 
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houBes.    This  is  particularly  the  ctme  iD 


^x^JBfOn^  yoa  maT  W  sacceasful  in  your  efforts,  we  are, 
Very  truly,  yours, 

Jacob  Miller  Sos**  &  • 


Philadblphl^,  Pa.,  Juljf  t^,  iSr:. 
GsoBfiK  Dkmming, 
yatiommi  iUaocMttoM  </  Hosiery  and  Underwear  Manvfacturers, 

PkUadelphia,  Pa, 

I>KAm  S^:  We  imdeislaiMl  the  tariff  bill  is  to  come  up  before  the  Senate  on  Fna- 
^^*e  ^^■'v'^  ^  Bttke  a  Straus  pnytest  against  the  embaigo  feature  of  dyestoff  sr^'u  i 
W'e  do  not  cai^  hov  hi|^  the  tariff  is  made,  just  so,  that  when  neceanry,  ^  ^■ 
^yt^caiB  loie«  dyes  in  a  hurry.    Under  the  present  licensing  system  we  are  aab/«* 
<(o  tt  d^y  o^  irain  four  to  aix  months  and  otten  the  demand  has  temporanly  faJi^    ' 
^vli«ii  they  do  arrive.    We  have  a  concrete  example.    Last  year  we  obtained  br*c» 
fftjoa  the  War  Tvade  Board,  early  in  June,  for  the  import  of  about  122,500  worth  oi  i  * 
«a^  dyes.    Thcae  did  not  arrive  until  the  end  of  November.    In  the  meantimr  t:  - 
tieoKtf^  had  fallen  off,  and  we  still  have  this  amount  on  hand. 

Wlierever  posBible  we  uae  Amoican  dyes  and  have  found  them  very  miii^ati^ 
t>ut  thev  do  not  cover  the  whole  range,  and  until  they  do  it  is  suicidal  to  talk  cmfaarr 
Trastlng  yott  will  give  this  your  earnest  attention  and  influence,  we  beg  to  rm^z 
Yours,  very  truly, 

Sauquoit  Silk  Manvpactukikc  «*• 
H.  W.  Inskeip,  Superintendeni. 


Philadelphia,  Pa.,  July  S7,  ly?: 

Mr  GkORQS  DSMMING, 

AelioNal  Asaocimtion  of  Hosiery  and  Underwear  JtaniJacturers, 

Philadelphia,  Pa. 

Dkak  Sir:  We  are  N^ery  much  opposed  to  the  proposed  dyestuff  licensing  and  ^ 
bargo  section  ol  the  permanent  tann  bill  and  hope  tnat  the  removal  of  same  fras  'i- 
bill  by  the  House  wul  be  sustained  by  the  Senate. 

rt\>t«H'tion  is  surely  needed  by  all  industries,  including  the  American  manufsmr-^ 
of  d>*%^t\ifK  and»  inour  opinion,  that  protection  should  be  in  the  form  of  tariff  n-*'* 
To  plac«  an  abtiiolute  embargo  on  a  necessary  dyestuff  is  to  give  the  domestic  msr 
ta^^turer  ol  that  color  an  advantage  which,  in  some  cases,  would  be  paraoMmDt  *•  « 

nHHKHH'vl>\ 

A  Miort  time  ago  we  endeavored  to  secure  an  import  license  for  some  patent  Uv 
v4  whi\^h  ix4ivr  we  are  %*ery  large  users.  Such  a  permit  was  refused  by  the  War  Trai* 
lUvud  and  we  wete  referred  to  certain  firms  whicn  when  applied  to  answered  that  t^ 
dui  mU  have  any  substitute  for  the  color  we  were  endeavoring  to  secme.  la  bt 
a»  i^r  a»  we  kuoa-.  the  National  Aniline  &  Chemical  Co.,  is  the  only  domestic  omt-f^ 
n\akit\g  imttntt  blue  and  their  price,  we  believe,  at  present  is  $5  per  pound.  G«rai£ 
|Mt«knt  blue  i4  equal  strength  can  be  purchased  in  Canada  for  $1.41  per  pound. 

At  th^  |^>c«imt  time  there  is  a  limited  amount  of  Swiss  patent  blue  available,  Kut  if 
\h»  W  aiA^  «ut  the  eml>argt>  li»t  it  would  not  be  available  after  the  present  sappi'  - 
%\ui!»um«Ktv  unK<s  the  embarso  ia  removed.  With  the  Swiss,  German,  and  all '  (2«^ 
|M»t«^ut  14u«vjt  removeil  from  the  market  it  is  not  likely  that  domestic  manulactw*^ 
v*^  thi'*  ^H»K»r  w\niKl  reilui^e  their  prices. 

At  thi«i  time>  when  the  demand  for  lower  price  is  so  insistent  and  when  raanuift 
t\(r^iH  arv  striving  to  lower  their  cost  in  every  way,  they  are  confronted  vith  t: 
«^u\lvMg\^  aiHi  Utvuioug  idea,  which  if  passed  will  make  an  additional  burden  • '  ^' 
uuwtH'^vssarily  high  dytvtuff  ca?t. 
Wry  truly,  youra, 

Pennsylvania  Axminstbr  CARPrr  Cobpoeatio^ 
II.  WicKERMAN,  Vice  Presidents 
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Joseph  Greer  (Inc.), 
Frankfordy  Philadelphia,  July  28  y  1921, 
'.  George  Demhino, 

Care  National  AsweUUian  of  Hosiery  and  Underwear  Manufacturers , 

Philadelphia,  Pa. 

Dear  Sir:  According  to  our  experience,  any  evBtem  controlling  the  imports  of 
cetufTs  is  most  damaging  to  our  business.  We  had  an  experience,  not  long  ago, 
lere  we  turned  out  several  thousand  pieces  of  a  particular  shade,  with  domestic 
loTB,  simply  because  we  could  not  wait  to  get  imported  colors.  The  domestic 
[>duct  was  not  fast:  it  faded  ver^  badly,  and  we  had  to  make  substantial  allowances 
all  our  customers.  Not  only  cud  we  lose  money  that  was  paid  for  the  allowances, 
It  the  reputation  of  our  goods  also  suffered  materially.  Had  the  imported  colors 
*»n  available,  and  could  we  have  used  those  which  We  knew  by  experience  to  be 
tisfactory,  this  trouble  would  never  have  occurred.  Since  then,  we  are  forced  to 
iport ,  and  now  that  the  colors  are  here,  we  have  no  business,  only  a  stock  of  high- 
iced  dyestuffp.  It  is  impossible  for  us,  or  any  other  manufacturer,  to  look  ahead 
id  deeide  what  colors  and  what  quantities  of  those  colors,  we  will  need. 
Pogpibly  were  we  running  on  staple  colors  exclusively  it  might  be  easier,  but  we 
el  our  troubles  as  manufacturers  are  more  than  sufficient  these  times  without  the 
Ided  burden  of  worrying  about  our  supply  of  dye  stuffs,  simply  because  they  are 
>t  freely  available.  Our  buyers  all  demand  cheaper  fabrics  and  lower  prices,  but 
le  dyestuffs  have  not  come  down  in  the  same  degree.  We  believe  that  the  question 
dytjsrtuffs  is  a  very  sore  spot  with  moat  manufacturers. 
Yours,  very  truly, 

Joseph  J.  Greer,  President. 


Philadelphia,  Pa.,  July  28,  1921, 
It.  George  Demixg, 

NatioTial  Association  of  Hosiery  and  Underwear  Manufacturers  ^ 

Philadelphia,  Pa. 

Dear  Sir:  We  use,  from  time  to  time,  eosine,  which  is  made  in  German  v.  This 
re  have  imported  on  the  authority  of  an  import  license.  We  have  found  no  domestic 
Toduct  which  answers  our  purpose  at  all. 

We  also  find  it  necessary  to  import  crystal  violet  highly  concentrated,  which  it 
ised  for  certain  copying,  ouplicator,  hectograph,  and  rapid  roller  process  typewriter 
ibbons,  as  the  best  domestic  crystal  violet  article  made  which  we  nave  been  able  to 
obtain  is  no  more  than  half  strength  and  will  not  produce  the  required  results.  In 
•tber  words,  high-grade  typewriter  ribbons  can  not  be  made  from  domestic  colors  as 
low  produced. 

It  is  impossible  for  us  to  estimate  the  amount  of  this  product  we  will  need  in  a 
dven  time;  consequently  when  we  apply  for  an  import  license  for  a  six  months'  sup- 
>Iy  it  must  be  largely  by  guess,  and  we  either  import  more  than  we  need  or  not  enougn. 

We  believe  in  tariff  rates  which  protect  the  American  manufacturers  of  dyestuff, 
>ut  most  assuredly  do  not  approve  of  a  license  and  embargo  system  which  is  such 
k  handicap  to  all  users  of  colors. 
Yours,  very  truly, 

U.  S.  Typewriter  Ribbon  Manupacturing  Co., 
Ghas.  R.  Palmer. 


Philadelphia,  Pa.,  July  21,  1921. 
Mr.  Geo.  Demsiino, 

National  Association  of  Hosiery  and  Underivear  Manufacturers. 

Philadelvhia,  Pa. 

T>EAR  Sir:  We  are  manufacturers  of  cotton  pile  fabrics  which  are  used  for  portieres, 
and  for  which  it  is  necessary  to  have  the  highest  possible  degree  of  light  fastness,  at  a 
dyeing  cost  not  too  high  in  comparison  with  the  cost  of  the  goods. 

We  have  therefore  picked  out  certain  direct  colors  which  are  quite  satisfactory  in 
tbifi  regard.  We  are  using  all  the  domestic  colors  which  are  good  enough  for  the 
above  purpose,  but  we  have  to  use  a  number  of  imported  Swiss  colors  in  order  to  Com- 
plete our  color  line.  If  the  proposed  embargo  and  licensing  system  is  made  a  part 
of  the  permanent  tariff  bill,  it  will  either  be  impossible  for  us  to  obtain  these  Swiss 
colors,  or  to  obtain  them  only  by  affidavit  or  license. 
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Even  if  importation  of  all  these  Swiss  colors  should  be  permitted,  the  length  '^  :- 
necessary  to  import  would  make  it  necessary  for  us  to  carry  an  enonoous  vvor%. 
order  to  meet  the  demand  for  the  different  shades,  which  demand  is  impow^  - 
foresee.     For  instance,  if  a  large  stock  of  dyestuff  was  not  carried,  we  mi^t  ha*  - 
demand  for  a  shade  on  which  was  used  a  Swiss  and  a  domestic  color.    IMon'   - 
Swiss  color  could  be  imported  the  order  would  be  canceled.    In  this  way  tfa^  ue» 
dome3tic  colors  will  be  restricted  by  the  lack  of  the  foreign  colon  with  whirh  *:- 
are  used. 

To  carry  such  a  large  stock  of  the  foreign  dyestuff  as  would  be  neuMMuy  in  oar  {»• 
would  be,  in  our  opinion,  a  most  unjust  burden. 

We  are  strongly  opposed,  therefore,  to  a  dyestuff  embargo  and  licensiiMr  ffT«"^ 
and  believe  that  the  necessary  protection  for  the  American  manufacturer  ol  dv^r 
can  be  given  by  means  of  the  tariff  rates  of  the  permanent  tariff  bill.    We  vouLi  *r- 
be  able  to  buy  colors  as  we  needed  them. 
Yours,  truly, 

American  Pile  Fabkit  '  « 
J.  A.  SoMMER,  SecrHanf. 


Philadelphia,  Pa.,  Juljf  £7,  /y/ 
Mr.  George  Demming, 

National  Association  of  Hosiery  and  Underwear  Manufactvrers^ 

Philadelphia,  Pa. 

Dear  Sir:  We  are  very  glad  to  note  that  the  House  of  Representatives  took  u-:*  * 
license  feature  from  the  tariff  bill  they  passed  last  week,  and  trust  that  it  will  h.  * 
reinserted  by  the  Senate. 

Our  business  caters  to  the  spinners  of  fast  color  yams  for  men's  wear  and  sweater^  a- 
we  are  frequently  embarrassed  bv  our  inability-  to  supply  the  novelt*'  eTert*  »=  - 
colors,  which  our  customers  require  to  compete  with  impDrted  fabric* 

With  much  trouble  and  delay  we  managed  to  borrow  the  imported  tmi^  ml**^ 
quired  to  produce  certain  shades,  but  we  do  not  like  to  see  our  businecs  dep»  u : 
mere  luck.     We  have  also  placed  orders  for  the 'importation  of  certain  d  ieAu:** 
we  shall  have  to  wait  six  or  eight  weeks  for  them,  and  when  thev  reach  us  the  dt .  « 
for  the  shades  in  which  we  expected  to  use  them  may  have  disappeared,  vhik  '-■•  ~ 
may  be  an  insistent  demand  for  other  shades  which  we  can  not  dye  for  lark    *  •■ 
necessary  fast  colors. 

Since  the  war  the  availabilitv  of  Swiss  dyestuffs  has  been  a  very  important !»  '  ' 
in  our  business,  but  as  we  understand,  these  are  now  to  be  plac^  under  tb^  «-" 
restrictions  as  the  German  colors,  we  shall  then  be  in  a  worse  poeition  to  accom-c  •ii 
our  customers  than  we  were  during  the  war. 
Yours,  very  truly, 

Janero  Dts  Wo  < 
John  Lintois 


Frankpord,  Philadelphia,  Jul^  f7.  I9r 
Mr.  Geo.  Demming, 

Care  National  Association  of  Hosiery  and  Underwear  Manufaeturers, 

PhilaAlpkia,  Pa 

Dear  Sir:  Replying  to  your  suggestion,  would  say  that  we  are  dyen  d  »*:*  ' 
yarns  and  warps  for  the  traae.    We  do  not  know  from  day  to  dav  what  orders  rZ 
received  or  what  colors  will  be  needed  for  our  customers,  which  number  upw. 
200,  cover  various  lines  of  materials.    The  demand  to-day  is  for  fast  colon,  aoJ  '- 
trade  wants  these  at  lower  prices  than  we  have  had  in  the  past.    We  are.  d  d«*-«*  ' 
compelled  to  import  many  of  these  fast  colors,  and  the  restrictions  and  dela>Y  r**   * 
more  trouble  than  anvthing  else.    Prices  are  high,  and  we  are  afraid  to  order  ic  s  -^ 
tity,  and  it  is  almost  impossible  to  give  our  trade  the  service  to  which  they  ha-.*  '-^ 
accustomed.    Often  the  demand  has  changed  before  a  needed  foreign  color  u  r.-^  t  ^  - 
The  only  way  for  a  job  dyer  to  do  satisfactory  business,  both  to  himself  and  hi# '  -tf*  - 
ers,  is  to  be  able  to  draw  any  color  which  he  may  need  from  stock  on  short  DaU'> 

Wa  thoroughly  believe  in  a  protective  tariff  and  feel  that  the  dve  manuiai*r^* 
will  have  ample  protection  in  that  manner.    In  our  opinion,  the  a>*c«tuff  mjji' ' 
still  on  a  speculative  basis  and  the  only  thing  that  will  bring  it  back  to  «^»r-*  • 
competition. 
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lie  S'wlflB  manufacturerB  have  been  helping  ub  out  with  supplies  of  certain  colon 
Lch   were  not  made  here,  but  the  embai^  and  license  restrictions  will  exclude 
m  the  same  as  all  other  foreign  dyes.    This  would,  tha«fore,  really  make  the 
lation  i^orse  than  it  is  at  present. 
YouiB,  very  truly, 

Globe  Dye  Works  Co., 
By  Daniel  A.  Greenwood, 


FoLWELL  Bros.  &  Co.  (Inc.), 

Philadelphia,  June  20,  19SiJ . 
.  George  Demming, 

Philadelphia  J  Pa, 

Dear  Mr.  Demminq:  Your  letter  received.  From  the  best  information  that  I 
ve  had  I  looked  upon  the  Longworth  bill  as  simply  a  protective  tariff  on  dyestuffs 
d  chemicals  which  would  allow  our  manufacturere  here  to  make  dyestuffs  in  com- 
tition  \<rith  any  other  country.  This  is  certainlyjwhat  we  ought  to  have,  as  thia 
iintry  has  all  the  raw  materials  to  manufac  tiire  dyes. 

My  idea  of  a  protective  tariff  is  a  tariff  that  will  protect  and  give  encouragement 
make  the  gooas  in  this  country  and  let  competition  among  the  different  dye  manu- 
'turerp  bring  prices  down  to  a  reasonable  basis.  Protective  tariffs  in  the  past  have 
tue  this  and  have  been  the  means  of  bringing  prices  down  much  lower  in  the  end 
an  they  could  be  imported  for. 

I  do  not  want  to  see  any  absolute  prohibitive  measures  passed,  and  if  I  am  wrong 
supporting  the  Longworth  bill  I  would  be  only  too  happy  to  be  corrected,  as  I  do 
>t  believe  in  monopolies,  but  a  tariff  sufficient  to  encourage  domestic  manufac- 
rers,  and  trust  to  competition  to  bring  down  prices  to  their  proper  basis. 
1  have  no  objection  to  you  using  this  letter,  for  if  I  have  indorsed  any  proposition 
ifferent  from  the  above  I  want  to  be  correcteii. 
TniJy,  yours, 

N.  T.  FoLWELL,  Presidents 


Philadelfhia,  Pa.,  Julyt5,  1921.. 
Ir.  George  Demming, 

Cart  National  Association  of  Hosiery  and  Underwear  Manufacturers^ 

Philadelphia. 

Dear  Sir:  Replving  to  your  inquiry,  would  say  that  for  the  high-grade  men's  wear* 
irhich  we  dye,  as  well  as  for  other  fast^color  yarn,  it  is  absolutely  necessary  to  have  a 
mmber  of  imported  colors.  Manv  we  have  been  able  to  get  on  a  license,  but  on 
tthers  the  license  was  refused.  The  trade  that  we  supply  demands  and  must  have 
x)ior8  as  fast  and  as  level  dyeing  as  any  to  be  found  on  imported  cloths  and  must  have 
hem  also  at  about  the  same  price  levels.  We  have  found  the  license  system  most 
ibjectionable  and  detrimental  to  our  business.  However,  the  absolute  necessity  of 
heee  dyes  forces  us  to  put  up  with  the  delays  and  other  inconveniences,  even  at  the 
expense  of  losing  some  customers. 

One  of  the  great  objections  we  find  is  that  the  license  system  compels  us  to  keep* 
iarge  stocks  of  expensive  imported  colors  on  hand  so  we  can  at  least  make  an  effort 
t<>  meet  all  demands  upon  us.  Our  present  imported  stock,  which  is  not  nearly 
adequate  represents  an  investment  of  $40,000  which  is  four  times  as  much  in  value 
^  our  whole  prewar  stock  of  all  colors,  and  when  to  these  imported  colors  we  add 
the  value  of  our  stock  of  domestic  dyes  at  the  tremendous  increase  over  prewar 
^^ires  our  total  stock  reaches  an  appalling  figure.  Our  trade  is  cutting  costs  in  all 
directions  in  order  to  meet  the  foreign  competition  and  they  naturally  demand  cor- 
responding  reductions  in  the  cost  of  dyeing  priced  which  we  find  impossible  -largely 
Waufie  of  the  high  prices  of  dyestuffs.  In  our  dyeing  we  have  to  meet  all  competi- 
tion both  foreign  and  domestic,  and  we  think  it  is  about  time  the  dyestuff  makers 
should  meet  some,  too. 

"They  have  had  six  years  of  high  prices  and  license  and  now  ought  to  be  able  toi 
stand  alone. 

Yours,  very  truly,  ^ 

Uulton  Dyeing  Co.^ 
Jambs  Hulton,  Jrv 
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Philadelphia,  Pa.,  August  2, 19tu 
Hon.  Boies  Penrose, 

Chairman  Finance  Committee^  United  States  Senate^ 

Washington  f  D,  C 

Dear  Senator:  Referring  to  the  proposed  enactment  of  the  new  tariff  bill  ind 
as  proposed  by  some,  we  would  state  that  we  are  opposed  to  continuing  the  licenan 
and  embargo  feature  so  far  as  dyestuffs  are  concerned. 

Our  experience  is  that  the  time  consumed,  expense  incurred,  and  uncertainty  tf  I 
procuring  colors  when  we  are  in  immediate  need  of  them  makes  this  feature  of  tb 
dyestuffs  part  of  the  bill  objectionable. 
Yours,  truly, 

John  Bromley  &  Sons  (Lvc). 


New  York,  N.  Y.,  July  iS,  im. 
Senate  Finance  Committee, 

United  States  Senate ^  Washington^  D.  C. 

Gentlemen:  We  understand  that  immediate  consideration  is  to  be  given  totki| 
proposition  to  throw  out  the  licensing  system  and  embai^go  on  imported  dyeetufis. 

We  wish  to  go  on  record  as  emphasizing  the  importance  of  this  move.    We  htveiii 
mind  one  instance  of  the  application  for  license  to  import  certain  material  notrntdf-l 
here,  and  although  actual  orders  had  been  booked  for  the  disposal  of  the  finidui 
product  made  from  this  raw  material,  it  was  over  two  months  before  we  were  ii 
possession  of  the  raw  materials  themselves. 

This  sort  of  thing  can  have  no  other  effect  but  a  stifling  of  business  along  the  hm, 
above  mentioned,  and  we  believe  that  our  citation  is  but  one  of  thousands  of  oUmb] 
along  similar  lines. 

We  therefore  trust  that  the  contemplated  action  of  eliminating  the  embu]go  nij 
licensing  feature  from  the  tariff  bill  will  be  given  the  most  favorable  oonadeittioii 
Yours,  very  truly, 

Paul  Uhlich  &  Co.  (Inc.). 
Boise. 


Lowell,  Mass.,  July  iS^  19il. 
Hon.  Boies  Penrose, 

Chapman  Finance  Committee^  Washington,  D.  C. 

Dear  Sir:  I  want  to  call  your  attention  to  the  dyee  section  of  the  permanent  tirif 
bill. 

I  protest  against  the  embargo  and  license  feature  that  was  eliminated  in  the  How 
and  which,  as  I  have  heard,  the  dye  manufacturers  want  reinstated  by  the  Senate. 
Briefly  my  objections  are: 

1.  I  can  not  tell  what  colors  I  am  going  to  need  two  months  hence.  I  have  to  finiik 
cloth  for  the  trade  on  short  notice. 

2.  I  want  to  use  the  best  colors,  no  odds  where  produced,  for  my  competition  will 
force  me  to  this. 

3.  The  financing  of  the  importation  of  dyes  should  be  borne  by  the  importen  iuL 
not  the  consumer.  Six  months*  supply  of  color  purchased  for  one  run  of  gooda  wouM 
not  fit  another  and  different  sort  of  goods,  and  six  months'  stock  of  colors  will  run  into 
considerable  money. 

4.  No  Qther  industry  ever  grew  strong  in  this  country  except  by  the  usual  tiril 
protection.  The  rates  of  duty  now  left  in  the  bill  must  be  plenty  protectioii.  .^li* 
rin  red,  prewar  price  of  15  cents,  will  be  assessed  35  per  cent,  or  5 J  cents  plus  7  ceni 
per  pound,  or,  in  other  words,  12^  cents  duty  on  a  15-cent  color. 

I  notice  some  of  the  colors  made  here  are  sold  in  Canada  at  95  cents,  and  the  pri« 
on  this  side  of  the  line  is  $2.  In  other  words,  I  am  put  to  a  $1.05  disad\'untage  by  tl» 
same  manufacturers  of  color  tliat  wknt  to  shut  all  foreign  competition  off  and  keep  oai 
prices  high  enough  so  that  they  can  market  their  colors  abroad  at  prices  which  ire 
denied  the  consumers  here. 

I  can  see  that  the  color  industry  may  need  protection,  but  license  and  embanjou* 
all  wrong:  tariff  rateg  should  not  be  higher  than  the  difference  in  labor  and  costs  would 
indicate  were  necessary  for  a  flourishing  business;  surely  the  domestic  color  men  do 
not  need  a  monopoly  to  keep  them  in  business. 

I  sincerely  hope  your  committee  will  see  to  it  that  the  license  and  embargio  iw 
kept  out  of  the  permanent  tariff  bill. 
Yours,  very  truly, 

Lowell  Dye  Works, 
F.  V.  Hanson.  Trtosuw. 
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Treasury  Department, 

Division  of  Customs, 
Dye  and  Chemical  SBcrnoN, 

Augvst  ly  1921, 
:RRriCA.OK  Manufacturing  Co.,  Lowell ^  Mass. 

xei^tx^bmen:  Please  be  advised  that  the  application  of  I.  Levinstein  &  Co.,  Boston, 
^88.,  for  a  license  for  the  importation  of  500  pounds  of  Dianol  fast  red  K  dyes  can 
t  receive  approval,  production  reports  indicating  that  the  identical  color  is  being 
^cessf  nlly  produced  for  commercial  sale  on  reasonable  terms  by  the  National  Aniline 
Chemical  Co.,  21  Burling  Slip,  New  York  City. 

[f  on  test  you  find  the  domestic  product  unsatisfactory  for  your  manufacture,  a 
ther  statement  may  be  made  to  this  section  ih  conformity  with  the  provisions  set 
til  in  clause  D,  paragraph  7,  of  the  attached  T.  D.  38716.    A  copy  of  this  letter 
B  this  day  been  mailed  to  I.  Levinstein  &  Co.  for  their  information. 
Very  truly,  yours, 

T.  S.  Dickson, 
Assistartt  Chief  of  Division  of  Customs. 
Approved. 

Geo.  M.   \shworth, 
Chiefs  Division  of  Customs. 


Treasury  Department, 
Division  of  Customs,  Dye  and  Chemical  Section, 

July  16,  1921, 

^TERSVILLB   FINISHING  Co., 

SUUersville,  R.  I. 

GEKTrLEMEN:  Pleaso  be  advised  that  the  application  of  I.  Levinstein <fe  Co.,  Boston, 
ass.,  for  permission  to  import  500  pounds  of  Dianol  fast  red  K  for  use  in  your  manu- 
^ture  can  not  receive  approval,  production  reports  indicating  that  a  similar  dye 
being  successfully  produced  on  reasonable  terms  by  the  National  Aniline  A  Chemical 
0.,  21  Burling  Slip,  New  York,  N.  Y. 

If  on  test  you  find  the  domestic  product  unsatisfactory  for  your  manufacture,  a 
u-ther  statement  may  be  made  in  this  section  in  conformity  with  the  provisions  in 
Lause  D,  paragraph  7,  of  the  rules,  a  copy  of  which  is  inclosed.    A  copy  of  this  letter 
as  this  day  been  mailed  to  I.  Levinstein  &  Co.  for  their  information. 
Very  truly,  yours, 

T.   S.   DICKSON, 

Assistant  Chief  Division  of  Customs  in  Charge  of  Dye  and  Chemical  Section. 

Approved. 

Geo.  M.  Ashworth, 
Chief  y  Division  of  Custcm^. 

Treasury  Department, 
Division  op  Customs,  Dye  and  Chemical  Section, 

July  21,  1921. 
^latersville  Finishing  Co., 

SUUersville,  R.  I. 

Gentlemen:  Referring  to  the  letter  from  the  dye  and  chemical  section,  dated 
^uly  16.  1921,  disapproving  your  application  for  permission  to  import  Dianol  fast  red  K 
lyes,  please  be  advised  that  this  section  is  in  receipt  of  additional  information  indi- 
:iating  that  the  domestic  product  is  not  suitable  for  your  particular  manufacture,  and 
accordingly  license  209957  has  this  day  been  granted  ana  mailed  to  I.  Levinstein  & 
^- ,  Boston,  Mass. ,  for  the  importation  of  500  pounds  of  the  foreign  material  for  your  use. 
Very  truly,  yours, 

Dye  and  Chemical  Section. 


Chester,  Pa.,  Au^u>st  f ,  1921. 
Hon.  Boies  Penrose, 

Chairman  Senate  Finance  Committee,  Washington^  D.  C. 

Bear  Sir:  1  am  taking  the  liberty  of  inclosing  a  statement  which  I  have  had  pre< 
Pftred,  and  which  I  hoped  to  make  before  your  committee. 
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As  I  understand  the  time  is  limited,  I  am  sending  it  in  the  hope  that  yoo 
it  of  interest. 

Vwy  truly,  yours, 

Aberfotle  Makttactvmx^u 
W.  T.  Galet,  Jr..  Seeraarf 


Mr.  Chairman  and  Gentlemen  of  the  Committee:  I  want,  first  oi  all,  r*  't:-  - 
my  very  deep  appreciation  of  the  opportunity  you  have  given  me  of  appeihrc  •- 
before  you.    Although,  in  what  I  snail  have  to  say,  I  am  expressiiig  only  c, 
opinions  and  representing  only  my  o«m  concern,  I  believe  that  I  reflect  the  v^*^* 
great  majority  of  those  who  are  engaged  in  the  same  industr>'.     1  am  a  textile  r^ 
facturer  and  a  large  user  of  dyes.    Therefore,  I  appear  here  in  the  rdle  M  a  cic-*.: 
For  a  Te&dy  and  adequate  supply  of  dyes,  in  fast  colors  and  at  fair  inices,  i«  at  •  • 
lute  necessity  to  the  successful  conduct  of  my  business. 

Also,  I  am  a  stanch  protectionist.    I  believe  in  protection  not  only  Ux  a-    > 
industry,  but  for  every  other  essential  American  inauFtr>'  which  is  con&tiau%.  * 
foreign  competition  in  the  home  market.    But  I  am  a  believer  in  protertion  i«  u* 
I  hold  that  view  because  of  the  absolute,  irrefutable,  and  wholly  tamable  pf*  t*  *.  • 
everywhere  we  have  before  us,  showing  that  adequate  tariff  duties  have  bera  «u^  - 
t  >  protect,  foster,  encourage,  and  expand  every  key  industry  that  we  have  in  thi?    - 
trVj  no  matter  how  long  established  or  formidable  the  foreign  rompetiUf«  a.-» 
which  they  had  to  contend;  and  because  of  the  fiurther  fact  that  no  conviB«m: " 
have  been  offered,  either  here  or  before -the  lower  House,  that  the  pre«ieDt  nxf  .: 
porated  in  schedule  1  of  the  present  tariff  bill  will  not  of  themselves  give  Ut  tb^  K 
can  dye  industry  not  only  ample  but  unprecedented  protection  againrt  all  *  *"  ' 
competition,  from  whatever  source.    In  brief.  I  believe  that  ever>'  American  n  * 
that  is  properly  conducted,  at  fair  and  reasonable  profits,  not  only  '>'i:i  t  i    * 
can  be,  fully  protected  by  tariff  duties. 

Therefore  as  a  large  user  of  dves  who  seeks  mere  justice;  and  as  a  fltaumk  \^ 
tionist  attempting  to  prevent  either  an  abandonment  or  abuse  of  that  principlt  *  * 
with  few  and  brief  interruptions,  the  people  of  this  countT>'  have  supported  W  *  - 
dred  ^ears  as  a  regulator,  but  not  a  destroyer  of  competition,  I  am  here  in  u]liI>'v 
opposition  to  any  embargo  upon  dyes,  such  as  the  House  recently  elimin&ti^i  * 
schedule  1  of  the  present  tariff  bill)  and  which  the  domestic  dye  manuiartuK^ . 
are  asking  you  to  reinstate  therein. 

I  am,  however,  fully  aware  of  the  spirit  of  justice  in  which  this  committee  «iJ  »■ . 
the  respective  contentions  advanced  in  this  case;  and  that  to  facilitate  its  n'i>  .- 
it  will  desire  reasons  and  facts,  rather  than  mere  petitions  or  opinions.    A>  I  r 
therefore,  as  the  great  scope  of  this  question  and  my. limited  abilities  mill  \^ 
shall  endeavor  clearly  ana  concisely  to  show: 

(1)  That  any  arbitrary  regulation  or  restriction  of  dye  imports  would  be  mooi^*  •  - 
in  its  tendency  and  would  impose  drastic  and  even  destructive  hardships  iif*: 
domestic  textile  industry. 

(2)  That  this  hardship,  inevitably  taking  the  form  of  increased  price*  o>«  *' 
the  textil  manufacturer  would  have  no  control,  and  affecting  practically  even  ,^- 
of  wearing  appearel,  would  extend  to  every  family,  rich  and  i)oor.  thup  i  * 
inflicting  a  p*ave  and  unnecessarv  injustice  upon  the  people  at  larre^  l»u'  -' 
entirely  to  defeat  the  Republican  ^Party's  recent  campaign  |  ledvi*  uS  s  « i^ry^ra    . 
tion  of  living  costs. 

(3)  That  by  reason  either  of  the  lack  of  durable  dyes  to  be  had  here,  or  th- 
at which,  under  noncompetitive  conditions,  they  would  have  to  be  purr?** " 
both,  the  domestic  manufacturer  of  finished  or  partly  finished  t^^xtikc  »• 
placed  at  an  unfair  and  wholly  unwarranted  disadvantage,  both  as  tu  qoalit-  • 
price  of  his  product,  in  competition  with  the  foreign  manufacturer  of  fimiltr .:  ■ 
to  the  infinite  damage  of  one  of  the  largest  and  most  essential  indunriee  in  thi*  f^  . 

(4)  That  the  rate  of  tariff  duties  alreadv  provided  in  tne  dye  schedule  «f  tt 
gives  that  industry  far  more  than  ample  protection,  and  that  under  no  just  interpr-'A 
of  the  facts  can  the  preservation  and  expansion  of  that  industrv  h^  held  u>  r»-.   " 
such  unprecedento<l  legislation  as  is  hero  proposed  in  a  complete,  or  ev^o  >' 
arbitrary  exclusion  of  competitive  productf«. 

To  revert  now  to  the  first  of  the  findings  which  I  hope  to  show,  I  want  to  •»'■  "■ 
I  spoke  advisedly  when  I  said  that  any  arbitrarv'  regulation  or  Twtricti««  ■' 
imports  would  be  monopolistic  in  its  tendency,     i  call  your  attention,  fir^: 
fact  that  all  the  evidence  justifies  the  conclusion  that  this  whole  campaigB  W  •  > 
embargo  has  been,  and  is  being,  financed  by  a  very  few  of  the  laivwt  ■»*•  ~ 
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owerful  of  the  domeetic  dye  manufacturers.  Upon  this  point,  I  take  it,  there  iano 
inoute.  It  is  true  that  some  of  the  smaller  concerns  (failing,  I  believe,  to  see  the 
=^1  <ngnificance  of  this  legislative  proposal)  have  added  their  voices  to  the  petition. 
^ut  I  call  your  attention,  second,  to  tne  fact  that  the  rates  in  this  new  bill  of  30  per 
ent  ad  vijorem  (American  valuation)  and  7  cents  a  pound  specific  upon  in  term  e- 
iates  are  themselves  practically  prohibitive.  And  I  want  to  recall  to  your  minds 
bird,  the  further  and  corelated  and  highly  significant  fact  that  according  to  the 
"ariff  Commission's  report  there  are  only  three  or  four  of  the  larger  dye  manufacturers 
n  this  country  who  produce  a  full  line  of  the  needed  intermediates. 

Does  anyone  for  a  moment  doubt  that  with  the  exclusion  of  all  competitive  dye 
mports,  and  orohibitive  duties  upon  intermediates  whose  manufacture  in  tnis 
oiintry  is  confined  to  three  or  four  of  the  larger  dye  producers,  we  would  wait  long  to 
ee  a  speedy  and  complete  elimination  of  the  small  and  helpless  independent,  and  a 
luick  perfecting  of  the  close  monopoly  of  the  domestic  market,  which  must  be  what 
ne  financial  backers  of  this  proposed  legislation  seek?  The  smaller  dye  manufacturers 
oav  be  joined  with  the  larger  ones  now  in  asking  this  embargo,  but  I  thoroughly 
>elieve  that  if  they  would  clearly  see  its  inevitable  effect  of  placing  them  between  the 
nflated  prices  whiich,  upon  the  one  hand,  they  would  have  to  charge  as  a  result  of 
exorbitant  duties  upon  necessary  intermediates,  and  the  equally  high  prices  which, 
ipon  the  other,  they  would  have  to  charge,  as  a  result  of  purchasing  their  intermediate 
rom  the  few  domestic  manufacturers  controlling  that  production,  they  would  be 
miong  the  bitterest  opponents  of  this  proposal.  For  the  coupling  of  an  embargo  on 
competitive,  dves  with  the  proposed  aa  valorem  and  specific  duties  on  intermediates 
^ould  be  nothing  less  than  presenting  to  the  highly  financed  and  powerfully  organized 
tew  a  two-way  lever  with  which  to  crush  the  smaller  independent*^  and  (Teate  an 
undisputed  monopoly  of  the  American  market. 

To  take  up  the  second  phase  of  my  first  proposition,  namely,  that  such  a  condition^— 
that  any  aroitrary  regulation  or  restriction  of  dye  importsy^would  impose  drastic, 
and  even  destructive^  haidships  upon  the  domestic  textile  industry,  I  shall  not,  at 
this  time,  go  into  the  subject  of  what  we  textile  men  regard  as  the  utter  inadequacies 
o!  many,  if  not  all,  of  the  rates  of  duty  provided  in  this  bill  for  textile  manufacturers. 
Suffice  it  to  say  here  th^t  even  adequate  duties  are  based  entirely  upon  the  difference 
in  production  costs,  here  and  abroad.  Suppose,  then,  that  in  the  wise  judgment  of 
this  committee,  later  indorsed  by  the  Senate  and  concurred  in  by  the  House,  the  tex- 
tile duties  in  this  bill  should  be  made  adequate,  according  to  all  present  conditions 
and  the  normal  considerations  which  guide  the  drafting  of  tariff  rates.  Could  such 
rates  hkve  any  stability,  or  effective  protection,  if  the  production  costs  of  the  domestic 
textile  manufacturer  are  to  be  made  subject,  not  to  declining  prices,  but  to  inevitable 
rising  prices,  upon  an  indispensable  ingredient  which  has  been  afforded  a  price 
range  uncontrolled  by  any  foreign  competition,  or  any  law  of  economics? 

It  is  a  fact  too  well  known  to  you  gentlemen  for  me  to  have  to  stress  it  here,  that 
there  is  no  such  thing  as  "partial  protection."  And  I  say  to  you  frankly  that  I  fail 
to  see  how  such  an  utter  inconsistency  could  be  defended.  To  paraphrase  a  great 
American,  we  can  not  have  in  this  country  an  economic  system  part  tariff  and  part 
embargo. 

It  is  my  understanding  that  others  who  are  to  appear  here,  either  before  or  after  me, 
will  submit  in  detail  the  statistical,  protective,  and  price  data  to  show  not  only  the 
unwarranted  burdens  that  this  proposed  embargo  would  impose,  but  also  the  absolute 
lack  of  any  necessity  for  it  as  a  means  of  protecting  and  fostering  an  American  dye 
industry.  Proofs,  however,  are  not  lacking  to  support  my  second  proposition,  namely, 
that  these  hardships,  inevitably  taking  the  form  of  increased  prices  over  which  tne 
textile  manufacturer  would  have  no  control,  and  affecting  practically  every  garment 
of  wearing  apparel .  would  extend  to  every  family,  rich  and  poor.  Published  statements, 
which  the  advocates  of  this  proposal  have  not  been  able  to  deny ,  show  that  on  the  very 
%me  domestic  dyes  that  were  made  and  sold  in  this  country  prior  to  the  war  at  less 
than  the  imported  competing  dye  could  be  sold  here,  the  prices  under  the  war-time  and 
sinre-con tinning  embargo  have  advanced  from  250  per  cent  to  444  per  cent;  while  the 
domestic  duplicates  of  colors  imported  before  the  war.  but  which  since  have  not  been 
permitted,  are  as  much  as  1,125  per  cent  higher  in  price  than  the  prewar  imported 
product.  Need  anything  more  specific  be  offered  in  support  of  the  statement  that 
wholly  unnecessary  and  unwarranted  price  advances  are  the  inevitable  corollary  of 
the  arbitrary  exclusion  of  competition?  (Jr  that  embargo  places  a  direct  tax  upon 
other  industries  and  the  people  at  large  on  behalf  of  special  privilege  for  a  single 
industry? 

But  if,  as  already  has  been  indicated— and  here  I  come  to  the  third  of  my  propo- 
sitions—the effect  of  a  dye  embargo  would  be  to  give  to  the  foreign  textile  manufac- 
turers an  unfair  price  ad\'antage  over  the  domestic  producer,  right  in  the  American 


••• 


852  TAMIYF — ^DYBS  EMBABGO. 

■airfeet.  1:  v^  '::•*  ijh:  .  aiad  JTrt  is  inevitably  give  to  the  foreign  nuuiufftrttmr  w* 
««*'>>»  :i»  aer  jp^mi  d:  <»  vfaoee  durability  has  not  yet  been  duplirat«d  Isfi^ 
eq-iail-  ^:!!d^-  *iT-%-'aa^  in  quality*  of  product.    For,  praotirally  without  nra- 
til  e  "atfczi-s?   r  "?•»  iva  -he  d^meBtir  mill  would  be  restricted  to  the  Amerii  u  iP  -- 
aa«f  "•:•»  _L£n»*rL»  ^a  7r  ♦i-;'*t.  Dund  you.  would  face  no  foreign  competition  lr» «  oidi  •    - 
impr*'  "Hiwc-  iz  :':*  riiui'^-     To  this  mwely  may  be  added  that  in  all  textile*  •»•  * 
a?  -reil  ss*  Ti«  •»  Az«i  in  bacv  of  them  quality  more  than  prire  ^  where  pmj»r- 
«{t  5?ren.i*»»  »  •!•  "  ^T^r-fe*  determine  the  acceptance  or  rejection  of  the  jvodtir  t  *  •  • 
bJi  L-Tir  ^*y^  >.. '      •  .»::  •>»  • «  csres^  thus  injure  or  jeopardize  one  of  the  U^renx  • :  ■  ■ 
iiii  u*crie«?  *c  ''i*  N^-i  a.  »ipon  which  hundreds  of  thousands  of  our  ro€*n  azid  • 

I  *hm<f  whjea  :&I1  thi»  imrts  are  analyzed  my  third  proposition  must  be  adiE:*^ 
that  by  rweoBL  either  of  the  bck  of  durable  dyes  to  be  bad  here,  or  the  price  it  w  ^.   ■ 
nndier  nonc^npedrive  conditions,  they  would  have  to  be  purchanea.  or  bor^.    •• 
dome(*dc  nun'Lcactorer  oC  finished  or  jpiartly  finished  textiles  would  be  plMi^  &' 
unmr  and  whouy  uBwarranted  disaa^-antage.  both  as  to  quality  and  pri^    f 
ncoduct.  in  compecition  with  the  foreign  manufacturer  of  similar  gooda,  to  th^  inr  -  * 
Ottmatfe  ot  oire  ot  the  I:uv«e>t  and  most  essential  industries  in  this  countTv 

To  come  WW  to  ay  fourth  and  final  proposition,  namely,  that  the  rate  cA  •:i- 
dttti^  abriittiiy  provided  in  the  dye  schedule  of  this  bill  give  that  indunry  fafz' 
than  anaj^  pcocectioii.  and  that  under  no  just  interpretation  of  the  imda  rac  ** 
pr«««MnnMti>ii  aotd  expansion  of  that  industry  be  held  to  re<)tiire  such  nnpreodt^'- 
w^cblatk>a  »»  t*  here  proposed  in  a  complete,  or  even  partial,  arbitrary  exrh»Kt 
comp^cive  M«>ilac6».  I  agwi  refer  to  published  statements  which  the  advorav 
tibutt  Mn>pc«iftl  ha^i^  b«B  uittble  to  deny.    As  I  have  already  said,  it  ia  my  nsd^rKar 
iotf  tbua  thtM^  fiacB  will  be  prcoontcd  by  other  witnesses  in  detailed  or*td>alar  ii«- . 
I  mail,  d^mlore.  Berehr  sommariie  here. 

\^l)Bat  I  an  scatingr  to  yoo  now  is  the  percentage  which  tariff  protectioB  alniK  » 
affg<\Mi  by  the  imtes  ol  this  proposed  bill,  will  bear  to  the  total  selling  prkv  of 
aam«  pcoduct  beibre  the  war. 

V>ei  ona^  II  the  tariff  protection  at  American  valuation  will  be  190  per  cmr  • 
|h«  wtK»l«  wtKn^  price  in  1913:  nigrosine,  116  per  cent:  direct  Mack,  194  pft  '^' 
Basab^  black  \.  :i36  per  cent:  indigo,  312  per  cent;  wool  green  8,  373  per  m 
rhodamineBexira.  402  per  cent. 

Itt  th«  face  <^  ineltttable  facts  such  as  these  it  is  mere  do^ma  to  declare  tka*  & 
larift'  will  protect  the  domestic  dye  industry.     In  this  bill  in  its  ptinont  inrx  '.^ 
AuMHrican  d^^e  oMAulMtuiers  have  a  protection  which  is  almost  prohimtive  of  is^rv 
and  dk>ubtlet»  will  be  quite  prt^bitive,  so  &r  as  many  colors  are  oonesmcd     ^' 
Ammvan  iiye  maaufacturm  can  not,  with  any  sense  of  justice,  faimes,  or  e^*.* 
a»k  anx"  ^jgr^ter  piolection  than  the  bill  before  you  will  afford  them«  and  it  »  s 
Kv^|v  aiH)  belief  that  in  view  of  all  the  facts  Senator  Moses  will  withdraw  his  pRipi^ 
am^'iulttkeiit,  the  substitute  rates  in  which  would  act  as  a  virtual  embaigo. 

Th««  d^^ttMetic  dve  indualirf  already  has  enjoyed  an  interrupted  seven-year  pern: 
^nibarv^^  and  under  that  unprecedented  protection  it  has  ^wn  to  vast  up.    1:  • 
ba\'k\M  by  <rv«t  wealth,  has  at  its  disposal  unlimited  natural  resources,  and  »  ?  « 
IuxkIuv'IU^  tuv«t  t4  the  d>*es  that  are  made  abroad.    The  bill  before  you  gives  !■  '  * 
maiiu^'tur^rv  a  grt^^t^'protection  than  any  other  American  industry  ever  bar  *z 
K'V^l,  and  it  \W  not  any  lonj^r  be  contended  that  this  industry  is  in  any  mr.y~* 
]^»i^r\h'  fYiHu  fiii\«ign  competition.    I  have  nothing  but  contempt  for  those* wb    ' ' 
Uunr  iA\u  w)>ei'^ial  adx*antage.  would  commercialize  patriotism:  and  the  plea  tfca?  v 
('lul^un^>  u^  a  nv^>^»ity  to  that  further  development  of  the  dye  industry  which  v  t. . 
makv  \X  tHiual  to  the  nation's  war  needs  as  a  part  of  national  defense,  already  hm  t«*  - 
iK»  tKi>rvvu^hly  t^xpUnled  that  I  hardly  think  it  necessarv  to  touch  further  upon  it  b>- 

I  vU^(ur\'  only  to  say  in  conclusion,  gentlemen,  that  the  whole  present  tende»-T  «. 
dmtrv  of  tho  Amerii'an  people  is  for  an  abandonment  of  the  cosUy  artificialitMa  *i  wt: 
of  \^  bich  Uu8  eml^areo  is  one:  and  for  a  deflation  of  all  living  costs  to  a  minimiai  • 
MNtoiit  N\  ith  our  industrial  welfare  and  prosperity.    I  ask  you,  therefore,  it'  V  • 
X\\\A  ii)HH  ial-pri\  ilegi»  proposal  which  would  foster  monopoly,  place  intolenhl^  bv^-  ■ 
U|H^«  tht^  domt^tic  t«.'Xtife  industry,  and  add  to  the  cost  of  living  of  every  Ai 

I  I  hank  )ou  fw  the  time  j'ou  have  given  me. 
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[From  the  Textile  Colorist,  June,  1921. J 
COMMUNICATION    RELATING  TO  THE   DYE8TUFF  TARIFF   BILL. 

Lowell,  Mass,  Afai/  ii,  1921. 
>  tlie  Editor  of  the  Textile  Colori.'^t: 

I  liave  been  much  interested  in  reading  the  discussion  on  tiie  dye  license  and 
tibargo  bill  which  has  been  running  in  your  paper,  and  want  to  say  at  the  outset 
lat  I  am  thoroughly  opposed  to  any  such  scheme. 

I  am  only  a  comparatively  small  consumer  of  dyestuffs  and  chemicals,  and  can 
)t  help  but  feel  that  my  difficulties  are  typical  ol  hundreds  of  others  in  the  same 
>s^ition,  and  that  some  one  should  tell  our  troubles  also.  First,  under  the  present 
oTking  of  this  sytsem,  comes  the  question  of  cash;  if  I  am  to  secure  the  benefits  of 
le  loi«r-priced  German  dyes  distributed  by  the  Textile  Alliance,  much  lower  than  I 
Ln  get  from  the  importers,  I  must  put  up  the  money  with  my  order,  or  arrange  a 
siiiker's  credit — this  may  be  easy  enough  for  lai^e  and  well  established  companies  with 
mple  credit,  but  is  a  serious  obstacle  for  me,  if  not  altogether  impossible. 
Suppose  I  place  an  order  and  am  able  to  finance  the  payment  as  required,  by  the 
one  the  goods  are  delivered  the  call  for  these  articles  is  qmte  likely  gone,  and  I  have 
ly  money  tied  up  in  dead  stock,  instead  of  available  to  buy  other  colors  which  may 
le  running;  and  worse  still,  by  the  time  the  demand  for  these  colors  for  which  I  have 
>aid  cornea  in  again,  the  prices  may  have  dropped  materially  and  I  face  a  further 
oBs.  If  I  could  buy  from  the  importer  and  he  could  deliver  to  me  from  stock,  he 
rould  carry  the  burden  and  I  could  afford  to  pay  some  premium,  because  I  would 
>niy  buy  enough  for  my  immediate  needs.  A  small  consumer  like  myself  lives  on 
nore  or  less  specialty  business;  we  can't  compete  on  the  big  staple  lines,  but  must 
nake  shades  that  follow  the  styles  closely,  changing  at  a  moment's  notice,  making 
ihe  odd  and  troublesome  things  that  the  big  concern  doesn't  want  to  bother  with — 
ill  this  calls  for  dyes  of  various  odd  properties,  very  often  just  the  ones  that  I  need 
tnoet  are  not  procurable  here  and  must  be  imported  and  I  am  continually  ia  hot 
water.  I  wonder  if  anyone  realizes  that  our  domestic  xnanufacturorB,  with  all  the 
progress  they  have  made,  are  only  trying  to  catch  up  with  the  situation  as  it  was  before 
the  war;  no  doubt  we  were  spoiled  by  the  many  new  products  and  conveniences  they 
afforded,  but  we  had  become  used  to  having  a  dye  suitable  for  neaily  every  purpose, 
and  we  miss  them  more  now  because  we  once  had  them  available. 

This  Ucenae  system  has  so  often  been  spoken  of  as  working  smoothly  and  <4uickly 
and  aatifl^torily,  but  I  am  sure  those  who  have  had  any  experience  with  it  will  agree 
that  it  is  a  serious  stumbUngblock  to  normal  buriness,  keeps  up  our  costs  and  deutys 
deliveries,  besides  often  losing  us  orders,  and  only  tends  to  help  the  man  who  can 
afford  to  lay  in  and  cany  a  laige  stock.    Maybe  again  because  I  am  a  small  consumer 
I  hear  more  of  mv  dyer  s  complaints  and  troubles.    The  public  knows  nothing  of  the 
boss  dyer's  troubles,  the  substitutions  he  is  continually  making,  using  colors  lor  pur- 
poses for  which  they  are  not  adapted  because  the  ones  he  wants  are  so  hard  to  get  or 
not  there  when  needed;  and,  of  course,  the  product  suffers  in  some  respect;  the  dye 
may  be  fast  to  storing,  by  that  I  mean  the  color  may  fade  after  it  is  dyed,  just  lying 
in  the  box  not  exposed  to  air  or  sunlight,  and  if  he  is  called  upon  to  make  that  shade  a 
month  later  the  standard  8am])le  he  matches  to  has  changed,  and  of  course  the  lot  he 
then  dyes  is  off  shade.    This  is  not  a  common  trouble  but  often  happens,  especially 
with  direct  browns  and  oranges,  and  upsets  the  whole  routine.    Many  of  the  de- 
signs and  patterns  made  by  our  customers  were  based  on  the  peculiar  properties  of 
certain  dyestuffs,  and  it  takes  endless  scheming  and  conniving  to  overcome  their 
lack,  if  indeed  it  can  be  done  at  all .    One  could  almost  write  a  book  on  the  boss  dyer's 
troubles  and  yet  he  is  the  man  who  actually  uses  the  colors  and  who  really  should  be 
considered  first  of  idl;  he  works  in  a  stuffy  dyehouse,  full  of  steam  and  wet,  widle 
some  one  else  tells  him  what  dyes  he  can  and  can  not  have.    If  those  who  make  and 
administer  the  laws  could  only  have  the  dyer's  job  for  a  few  weeks  we  would  have  a 
different  storv. 

Of  course  i  am  patriotic  and  want  to  use  domestic  colors  but  when  I  run  into  these 
difficulties  and  think  they  are  placed  there  for  the  benefit  of  the  manufacturer  of  dyes, 
and  that  he  is  primarily  to  blame  for  these  restrictions,  enthusiasm  for  the  domestic 
dye  maker  who  has  caused  me  so  much  trouble  grows  cool.  Normally  I  only  want  to 
be  able  to  obtain  freely  and  promptly  those  things  which  I  can  not  obtain  from  the 
domestic  maker,  but  if  I  am  placed  permanently  at  the  disadvantage  now  experienced 
m  getting  such  dyes  in  relatively  small,  but  exceedingly  important  quantities,  I  will 
liaturally  feel  too  resentful  to  be  longer  interested  in  those  domestic  dyes  which  other- 
^^  I  would  gladly  use  by  preference.     I  want,  and  try,  to  give  the  domestic  manu- 
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facturer  the  preference,  and  it  seems  ver>'  foolish  on  his  part  as  the  bulk  buBUk««  .• 
already,  that  he  should  hinder  and  annoy  us  with  this  embargo,  doesn't  h«-  '-:. 
that  by  continual!  /  forcing  one's  attention  to  the  things  he  can't  get  that  he  odI    -. 
them  more  desirable;  in  reality/  advertises  the  imported  goods  indirectly?    It  ar* 
me  that  as  these  colors  that  are  used  in  large  quantities  are  made  here  nov  r  • 
impossible  to  import  them  again,  if  given  a  reasonable  tari£f  protection,  and  ffu> 
plant  for  making  them  is  sufficient  nucleus  for  all  the  poison  gas  and  expl«^:- 
will  ever  need. 

How  many  consumers  have  stopped  to  think  how  current  prices  varv  a&>l  Rh- 
one's whole  routine— for  instance,  before  the  war  prices  were  fairly  stable,  tiie  \  v^' 
was  almost  always  down,  then  came  the  war  and  dyeing  soon  jumped  bark  ¥*    .- 
then  came  the  anilines  again  and  the  dyer  made  up  his  combination  shad**  ~ 
available  colors.    lie  soon  finds  one  combination  is  cheapest  and  best  fcr  ^r  t  • 
another  for  navy,  anoth^*  for  greens,  etc.,  then  along  comes  a  new  color  and  hr  ^-t*^ 
his  combination  to  use  the  newer  and  better  product,  or  anothtf  color  drops  ii  '  ~ 
Consequently  it  is  cheaper  than  the  old  combination  and  another  change  i»  l-»  . 
a^ain  I  am  successful  in  importing  some  favorite  color,  still  another  chan^pe  in  <-»  c  *  .. 
tion.  or  possibly  some  color  I  am  usin^  is  no  longer  made  or  the  maker  is  ovm»  • 
if  of  Swiss  manufacture,  I  must  wait  for  a  fredi  shipment.    Then  follows  •:. 
change,  and  so  on  until  the  boss  dyer  is  nearly  crazy;  and  every  chance  in  «i>««  . 
means  a  change  in  the  mat^ial  dyed.    For  instance,  a  brown  dyed  with  blu^.  r^i  •- 
yellow  will  look  different  under  gaslight  from  one  dyed  with  green,  red,  and  .>  - 
and  will  vary  in  different  lights.    You  may  get  a  match  in  the  north  lisht  tha* 
miles  off  in  another  light. 

Imagine  the  trouble  if  part  of  the  different  dyeings  get  in  the  same  piece  vi  f'j 
To-day  it  is  cheaper  and  better  to  use  blue,  next  week  it  may  be  cheaper  and  ti^'- 
to  use  green,  so  if  I  am  to  turn  out  the  best  work,  and  make  a  profit,  I  moK  =a. 
these  changes.    Can  anyone  blame  the  dyer  if  he  is  peevish  when  his  licenw  if  r<  j- 
or  he  is  compelled,  for  other  reasons  to  worry  along  with  products  not  adapted  t.  .: 
purpose?    Tnese  are  not  exaggerated  conditions,  but  are  typical  of  what  unv  a  ^< 
days,  especially  the  smaller  consumers  working  close  and  on  a  small  capital.    Supf^» 
I  get  an  imported  sample  to  duplicate  and  I  have  not  got  the  colon,  even  a  Uir^  ^- 
can  not  carry  them  all — ^that  is  the  importer's  business — ^what  happens?   1'  - 
customers  can  not  wait  until  I  can  import  the  colors,  or  if  I  can  not  finance  the  tm;-''- 
tion  at  that  time,  or  if  I  am  refused  a  license,  1  lose  the  businen.  and  the  wirt  r»* 
to  some  one  else  or  the  finished  goods  are  a^n  imported.    It  really  seems  to  m^ ' 
if  the  imports  of  dyes  are  to  be  licensed,  imports  of  finished  goods  should  n^  '■ 
licensed — ^it  doesn't  seem  fair  that  the  consumer  of  dyes  should  have  all  the  tr  .' 
and  carry  the  burden. 

LowBLL  Dte  WoaK« 
F,  V.  Hanson,  Trmnrr 


[Advance  proof  of  an  article  prepared  for  the  July  (1B21 )  issue  of  the  fCiilt  Goods  BuOKin.  k«i"vd  * ' 

National  Association  of  Hosiery  and  Underwear  Manubcturcrs.! 

Dyb  License  and  Embargo, 
analysis  of  the  proposed  dte  and  chemical  schedule. 

The  consumer  of  dyestufts,  to  carry  on  his  business  in  an  efficient  manner.  m':.< 
able  to  pro\dde  himself  with  the  dyestuffs  which  he  needs  readily  and  at  «I1 1^-  " 
as  his  requirements  present  themselves.    He  must  have  at  his  command  an.  >' 
every  dyestuff  that  is  manufactured  in  any  part  of  the  world  and  be  in  »  |»k' 
to  promptly  utilize  any  new  color  that  may  be  brought  out  anywhere.    ThU  i-  '- 
essary  so  that  he  may  furnish  to  the  public  the  best  goods  that  can  be  made,  a^  r  *«'  - 
any  of  his  competitors,  whether  they  are  in  this  or  foreign  countries,  and  he  m«** 
able  to  improve  his  processes  by  utilizing  such  articles  as  give  the  bert  rerxt* 
his  particular  work. 

Ttie  prices  of  the  dyes  must  be  advantageous  and  compare  favorably  vit^.i  t'  - 
at  whicn  the  dyes  are  furnished  to  consumers  in  his  line  in  Canada,  Europe.  H* 

In  analyzing  this  schedule,  and  its  hitherto  unheard-of  proposals  of  embur  »' 
license,  it  must  be  borne  in  mind  that  it  was  framed  at  the  instigaticm  ci,  and  i  '<-' 
tect,  the  domestic  manufacturer  of  dyes — ^it  is  always  necessary  and  under  thi* 
cumstances  particularly  important  to  study  its  effects  upon  the  public  and  tkr 
sumer  of  dyes.    For  convenience  a  brief  summary  of  each  clause  is  gi^^A  <*^^- 
with  appropriate  comment. 
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P&rsb^^iraph  25:  Dealing  entirely  with  intermediates  i)ropo6ee  a  duty  of  30  per 
?>Tkt  jbmI  valorem  and  7  cents  a  pound  (on  American  valuation). 

Asido  from  the  fact  that  herein  is  included  some  products  which  are  used  in  the 
yelioviae  and  print  shop,  which,  with  the  necessarv  development,  make  fast  colors, 
a<i  -ttte  fact  that  the  i)ropo6ed  rates  are  a  tremendous  increase  over  previous  bills, 
vis  ie  one  of  the  niost  important  clauses  in  the  whole  schedule.  These  prohibitive 
iXes  aJone,  practically  exclude  all  importation  of  foreign  intermediates  and  make 
^le  smaller  domestic  dye  manufacturers  absolutely  dependent  upon  the  few  large 
laniifacturers.    A  study  of  the  Tariff  Commission  *' Census  of  Dyes  and  Coal-Tar 

hemioals"  1919,  will  very  soon  demonstrate  that  only  three  or  four  large  manufac- 
iirers  of  intermediates  now  exist,  and  all  the  smaller  manufacturers  of  dyes  must  go 
'>  one  or  the  other  of  the  three  or  four  large  manufacturers  for  absolutely  eeeential 
a\r  m&terials — ^it  is  hardly  human  nature  to  expect  the  intermediate  manufacturer, 
rho  is  also  a  dye  manufacturer,  to  sell  his  competitor  any  essential  raw  material  at 
>ri<^'<?e  so  low  that  he  can  undersell  him  in  the  finished  product.  Right  here  is  a 
.'•^rv  i>otent  opportimity  for  monopoly — these  rates,  aside  from  the  license  or  embargo, 
»r<^vent  competition  in  the  intennecliates  and  tlirough  them  tend  to  keep  up  our 
>rir*e3  on  domestic  dves.  To  put  it  another  way,  the  opportunity  given  for  control 
»f  intermediates  tends  to  cut  down  domestic  competition  in  l^e  finished  dye  and 
th€'  license  and  embargo  prevents  the  foreign  competition  in  the  finished  product. 
These  rates  would  work  out  as  follows: 


Beta  naphthol. . . 
ParaTiitraniline. . . 
T  oil  1  vlenediamine 


Prewar 
price. 


SO.  10 
.17 
.35 


Present 

domestic 

price. 


$0.38 

.85 

1.15 


Per  cent 
increase. 


380 
500 
328 


30 

per  cent 

duty. 


SO.  114 
.255 
.315 


Plus 
7  cents 
specific 
makes 

total 
duty. 


10.184 
.325 
.415 


Per  cent 
of  present 

nrotec- 
tion  com- 
pared to 

prewar 

selling 

price. 


184 
190 
118 


Paragraph  26:  Specifying  all  colors,  dyes,  color  bases,  and  practically  all  synthetic 
dyefltiiifs,  synthetic  tanning  materials,  natiural  alizarine  and  indigo,  and  all  explo- 
.«»iv«?s,  except  smokeless  powder,  a  duty  of  35  per  cent  ad  valorem  and  7  cent?  a  ])ound 
•  on  American  valuation). 

This  covers  practically  every  known  coal-tar  dye  and  under  the  conditi(  us  men- 
ti'>ned  the  rates  are  in  reality  enormously  increased  as  a  few  illustrations  will  show. 


Orange  II 

Zamwtsi  black  V ... 
Direct  black  ijingle. . 

Wool  green  S 

Indigo 

Nij?ro3ine 

Rhodamine  B  extra 


Prewar  selling 
price. 

Present 

domestic 

price. 

Per  cent 
increase. 

35 

per  cent 

duty. 

Plus 
7  cents 
specific 
makes 

total 
duty. 

Im- 
ported. 

Domes- 
tic. 

S0.13i 
.30 
.18 
.23 
.16 
.25 
.80 

SO.  12 

SO.  45 

2.00 

.80 

2.25 

.50 

.60 

9.00 

333 
666 
444 
978 
312 
250 
1.125 

SO.  15) 
.70 
.28 

.781 

3.15 

SO.  22) 
.77 
.35 
.85} 
.2U 
.28 

3.22 

.18 

.24 

Per  cent 
ofpresent 

protec- 
tion com- 
pared to 

prewar 

selling 

price. 


190 
256 
194 
373 
153 
116 
402 


Pan^raph  26:  Also  contains  a  standardization  clause  as  follows:  **The  Secretary  of 
the  Treasury  shall  adopt  a  standard  of  strength  for  each  dye  or  other  article,  which 
shall  conform  as  nearly  as  practicable  to  the  commercial  strength  in  ordinary  use  in 
the  United  States  prior  to  July  1,  1914,"  and  further  provides  that  the  specific  duty  of 
7  cents  a  pound  shall  vary  with  the  strengtli  of  the  dye,  but  in  no  case  be  lees  than  7 
cents. 

This  is  another  joker,  when  one  considers  that,  according  to  Dr.  Norton,  over  2,000 
<Hfferent  dyes  enter  into  international  trade,  and  as  different  manufacturers  marketed 
the  same  dye  in  the  strength  best  suited  to  their  working  conditions,  there  were  often 
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three  or  four  strengths  of  the  same  product  sold.    Now,  how  long  will  ti  tik^ 
Tariff  Commission  to  establish  the  standard  of  strength  for  each  of  theM  2.0i**  .  «> 
Ofin  they  do  it  before  the  three  yeiu:B  expire?    Suppose,  as  in  the  case  of  Rhodb: .  * 
the  single  strength  known  as  Khodamine  B  is  adopted  as  standard,  then  t^ 
Extra,    which  is  five  times  as  strong,  will  take  a  specific  duty  of  five  times  7  <vt*^  - 
35  cents.    So  even  tlie  rate  of  duty  rests,  to  some  degree,  in  the  hands  erf  the  Tat- 
Oommission. 

Paragraph  27:  (a)  Provides  for  two  classes  of  products,  class  A  contaiBinr  -  ' 
thing  obtainable  in  the  United  States  on  reasonable  terms  as  to  quality,  pn  •  i 
delivery,  and  class  B,  everything  not  in  class  A. 

This  is  the  basis  for  the  embaigo  provision  and  brings  up  the  indefi&ir«'     i  . 
"reasonable  terms  as  to  quality,  price,  and  delivery."    This  clause  was  ILftt  ^: 
stood  to  be  used  under  War  Trade  Board  regulations  as  a  protection  for  the « ^o^:' 
but  was  very  soon  interpreted  only  in  the  interests  of  the  dye  manuiarturer 
clause,  even  as  defined,  is  too  indefinite  to  be  used  as  the  basis  of  a  law. 

(6)  Reasonable  terms  as  to  quality — the  Tariff  Commission  shall  determinr  m  ^^^^ 
the  color  is  of  the  same  chemical  composition,  and  will  produce  results  s1ll«^aI:.*^ 
equal  to  the  said  product  of  forei^  origin,  when  used  in  substantially  thr  •. 
manner  as  such  product  of  foreign  origin,  considering  always  the  purpose  for  wh;<-c  ". 
product  of  domestic  origin  is  intended  to  be  used. 

Any  objection  to  this  on  the  part  of  consumers  will  necessarily  lead  to  d«<*.  -' 
special  and  secret  formula,  etc.,  to  the  Tariff  Commission,  as,  for  instance,  in  :h«   m* 
of  ink  manufacturers,  shoe  polishes,  and  all  kinds  of  textile  dyeing  and  f^i*.* 
especially  for  private  processes,  where  mixed  fibers  are  colored  in  one  opefmtioc^ 

Reasonable  terms  as  to  price — ^the  lowest  price  for  the  time  being  which  the  7%.- 
Commission  will  determine  to  be  sufficient  to  insure  the  maintenance,  in  the  *  i  * 
States,  of  the  production  of  such  products  by  an  efficient  plant,  operatinf?  oc  »  * 
stantial  commercial  scale. 

This  is  absolutely  a  price-fixing  clause. .  If  the  Tariff  Commission  decide»  m^r » 
price  for  an  article  is  reasonable,  it  will  take  a  pretty  big  overproduction  to  ^^  - "  ' 
dye  manufactiu'ers  to  sell  for  much  less.    The  clause  also  absolutely  eliminates  kr  si 
competition.    For  instance,  under  these  same  rules  now  operatecl  by  the  t  hcc.  ^ 
and  Dye  Section  of  the  lV«isury  Department,  Rhodamine  B  Extra  sells  idr  99  ic  <:• 
United  States,  and  the  foreign  goods  for  $3.50  in  Canada.    Absolutely  no  oonsii^fs*.  w 
is  given  the  consumer  or  the  competition  he  must  meet  in  foreign  dved  textii*^  '- " 
at  nome  and  abroad.    As  has  been  shown,  green  sunfast  goods  sofd  at  tetail  Vr  • 
cents  a  yard  before  the  war,  the  dye  in  which  cost  4)  cents  per  yard,  and  th#  msi^ 
shade,  colored  with  domestic  colors  to-day,  would  cost  39.6  cents  per  yard  far  dw.f 
alone,  while  on  the  other  hand  the  same  shade  colored  to-day  with  imported  i\^  i 
Canada  would  cost  only  19  cents  per  yard  for  the  dye — a  verv  conaidenble  haa^SL  i: 
for  the  domestic  manufacturer  of  textiles.    This  situation  affects  the  raiefal  po* 
in  that  such  an  enormous  cost  for  the  dyestuff  increases  the  cost  of  the  finished  &  " 
so  much  as  to  eliminate  the  use  of  these  expensive,  fast  colors  on  the  cheaper  bhr.  • 

It  also  presupposes  a  wonderful  technical  knowledge  on  the  part  of  the  Tuiff  *  c 
mission,  or  its  experts,  when  it  makes  them  the  iudges  of  an  ^'efllcient  plant  " 

Reasonable  terms  as  to  delivery  shall  mean  delivery  within  such  period  or  i^r^* 
as  said  commission  shall  determine  to  be  a  reasonable  time,  of  an  amount  oi  *-- 
products  which  said  commission  shall  determine  to  be  sufficient  to  supply  the  nrr-: 
the  consumer  or  consumers  for  a  period  not  exceeding  six  months. 

This  again  leaves  much  to  the  judgment  of  the  Tariff  Commission,  and  they  ic  tL- 
must  trust  absolutely  the  domestic  manufacturer  for  accurate  information.  <*  h<='  • 
operations  have  a  way  of  developing  unexpected  troubles  and  dela\*s.  and  mt'rA 
promised  for  a  certain  delivery  can  in  all  good  faith  be  impossible  of  fulfilmAi.  u  *»• 
consumer's  consequent  loss,  especially  when  the  manufacturer  is  woiidnir  on  s  a»* 
product. 

In  fact  the  more  these  ^'reasonable  terms"  are  studied  the  more  iiDeas>-  the  t 
sumer  must  become,  and  the  more  one  realizes  the  great  dependence  upon  lb«*  ..  i* 
ment  of  the  Tariff  Commission  and  even  more  how  any  system  of  license  or  rd^rr 
necessarily  means  hampering  restrictions,  indefinite  terms,  and  delegstioo  ol  autinn' 

(c)  Lists  of  class  A  are  jbo  oe  published  as  soon  as  may  be. 

Here  again  we  have  an  indefinite  term,  especially  as  the  working  ont  ol  thr  «^« 
bill  depends  upon  the  division  of  the  2,000  differeiit  dyes  into  the  two  claam  Tb^ 
Tariff  Commission  has  30  days,  after  application  is  made,  in  which  to  bold  ^t^ 
hearinfi^s  regarding  the  advisability  of  including  in  or  removing  any  particolar  pe*:- ' 
from  class  "  A . "  This  will  frequently  req uire  the  expense  and  loss  oi  time  in  m\  **^  '^ 
to  the  place  of  hearings,  and,  if  the  consumer  is  successful,  means  another  «'  J  ' 
before  the  goods  are  available.    No  doubt  the  domestic  dye  manulactuivr  or  I'-** 
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istitute  will  always  be  represented  at  such  hearings^  but  who  is  to  be  there  to  repre- 
•nt  the  consumer  when  the  dye  manufacturer  asks  for  embargo  on  products  hitherto 
^rtnitted  and  which  the  consumer  feels  or  knows  are  essential  to  his  business? 
(//)  No  importations  of  class  ^'A"  materials  allowed  for  three  years,  except  small 
imples  imder  certain  rules. 
Tne^e  are  the  embargoed  products: 

^'')  All  importers  must  be  registered,  by  executing  a  form  prescribed  and  furnished 
y  the  Tarin  Commission. 

The  contents  of  this  "form"  are  of  interest  only  to  importers. 
if)  For  three  years  after  the  passage  of  this  act  no  products  included  in  class  **B  " 
liall  be  delivered  from  custom's  custody,  except  upon  presentation,  by  a  registered 
mpoTter.  of  a  bona  fide  order  of  an  actual  constuner.  together  with  an  affidavit  by  the 
m porter  (or  by  the  consumer  if  the  importer  is  not  the  consumer)  stating  that  the 
•roduct  is  for  his  own  use  and  not  for  sale,  and  that  the  quantity  delivered  will  not 
Aare  him  in  possession  or  control  of  more  than  a  six  months'  supply. 

This  affidavit  and  its  reqxiirements  constitute  a  full-fledged  ucense  system  just  as 
roublesome  to  the  consiuner  as  the  present  system,  and  will  fool  no  one  who  reads  it 
•areiullv.  It  must  also  be  remembered  that  these  restrictions  apply  to  all  imported 
lyes,  whether  English,  French.  Swiss,  or  German.  Up  to  the  present  it  has  been 
WAiible  for  importers  to  deliver  from  stock  colors  of  any  imported  manufacture  except 
leiman,  but  this  bill  makes  them  all  subject  to  the  same  restrictions.  No  importer 
urill  carry  anv  considerable  stock  in  bond  when  it  is  subject  to  constant  expense,  a 
arge  part  lying  necessarily  dead,  and  with  the  possibility  of  having  any  portion 
embargoed  at  any  time.  Also  what  provision  could  be  made  for  filling  the  many 
imall  orders,  ranging  from  1  to  10  pounds,  and  the  fractional  quantities  required  for 
mixtures?  How  can  a  consiuner  get  service  under  such  conditions?  How  could 
anyone  do  business  on  such  a  basis — with  their  entire  stock  in  bond  and  an  affidavit 
required  for  every  order? 

iff)  liegistration  of  an  importer  can  be  canceled  by  the  Tarifi  Gonmussion  for  any 
\iulation  of  its  rules,  regulations  or  orders. 

Here  again  the  Tariff  Commission  is  omnipotent,  with  authority  to  ruin  an  importer, 
und  by  his  elimination  deprive  consumers  of  necessary  products. 

(^;  A  registered  importer  must  give  to  the  commission,  a  bond  of  not  less  than 
$10,000,  with  sureties  approved  by  the  commission.  The  commission  shall,  by 
r'^i^ulation,  prescribe,  as  a  condition  of  the  bond,  such  provisions  as  it  deems  necessary 
to  prevent  any  action  by  such  importer  which  will  destroy  or  injure  any  industry  in 
the  United  States,  or  any  of  its  poaBessions  engaged  in  the  production  of  such  products, 
or  which  will  prevent  the  establishment  of  such  industrv,  and  by  such  regulation 
flhall  prohibit,  among  other  things,  unfair  competition  and  unfair  acts  incluaing  full 
line  forcing,  bribery,  misbranding  of  products,  price  or  quantity  discrimination. 

Another  imposing  uncertainty  under  which  entirely  innocent  acts  may  lead  to  seriou  s 
results.  No  provision  for  a  maximum  bond,  and  again  illustrates  the  almost  unlimited 
authority  of  the  Tariff  Commission.  The  forbidden  acts  are,  in  many  cases,  such  as 
would  be  possible  of  different  interpretation,  as,  for  instance,  the  term  "price  or 
quantity  discrimination."  An  offense  under  this  clause  would  be  very  difficult  or 
ver>'  easy  of  determination,  entirely  according  to  the  disposition  of  the  investigator. 

(I)  The  Tariff  Commission  shall  have  the  power  to  require  from  time  to  time  during 
these  three  years: 

1.  From  any  registered  importer  enga^d  in  the  importation  of  the  products  enu- 
merated  in  paragraphs  25  and  26  a  sworn  statement  disclosing  the  foreign  manufacturer 
or  dealer  from  whom  he  obtained  such  products,  the  price  paid  or  agreed  to  be  paid 
therefor,  if  any,  the  importers'  stocks  remaining  on  hand  in  bonded  warehouses, 
contracts  or  accepted  orders  for  futiure  delivery,  the  price  at  which  and  to  whom  such 
products  have  been  sold  or  offered  for  sale,  together  with  samples  of  such  products 
and  any  information  relative  to  any  such  products  which  said  commission  may  require. 

2.  Any  person  engaged  in  the  manufacture  or  sale,  within  the  United  States  or  any 
of  its  possessions,  of  any  of  the  products  enumerated  in  paragraph  25  or  26  of  schedule 
1  of  this  title  a  sworn  statement  disclosing  actual  proauction,  stocks  on  hand,  con- 
tracts or  accepted  orders  for  future  delivery,  cost  of  production  of  such  products  and 
price  at  which,  and  to  whom,  each  of  such  products  has  been  or  is  sold,  or  is  offered 
for  sale,  together  with  samples  of  such  products  and  any  other  information. 

3.  And  from  any  consumer  in  the  United  States  or  any  of  its  possessions  of  any  of 
the  products  enumerated  in  paragraph  25  or  26  of  schedule  1  of  this  title,  a  sworn 
statement  disclosing  actual  consumption,  stocks  on  hand,  contracts,  the  price  at 
^hich  and  from  whom  such  products  were  or  are  being  purchased,  toirether  with 
samples  of  such  products  and  any  other  relative  information. 
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(^j)  The  commission  shall  have  power,  through  its  agents,  to  visit  or  insmct   t^* 
this  three -year  period,  all  places  of  production  and  storage,  and  books.  !«>.-<-. 
accounts,  papers,  correspondence,  and  aocuments  of  any  person  engaged  in  th^  r  . 
f&cture,  production,  sale,  or  importation  of  any  of  these  products. 

The  inquisitorial  powers  here  given  are  plunly  stated  and  unprecedent**] 
should  be  noted  that  the  information  required  horn  the  consumer  coveiB  all  pr»: 
in  paragraph  25  or  26.  and  therefore  means  whether  of  foreign  or  domestic  nui* 
in  other  words,  the  importer  or  the  domestic  manufacturer  can  be  checked  up  ^■ 
consuroer*8  statement. 

It  again  illustrates  only  too  well  the  whole  categorv  of  ills  that  must  accooipati'  • 
system  of  license  or  embargo,  the  delegation  of  authority,  inquisitorial  povvf*  > 
altie^.  red  tape,  indefiniteness.  bureaucratic  control,  and  uneconomic  opent.  - 
business. 

{k)  Authorizes  the  Tariff  Commission  to  administer  this  act. 

(/)  The  information  thus  secured  shall  not  be  made  of  public  record. 

Very  good;  but  Tariff  Commission  employees  will  undoubtedly  be  in  deaiA*>-.  . 
change  jobs,  just  as  other  human  beings-— or  they  will  be  all  the  more  valuabJ«-  r 
the  three  years  of  this  bill  have  expired. 

(m)  The  Tariff  Conmiission  shall  have  the  power  to  regulate  its  own  pnctii^  «- 
procedure. 

(71)  Provides  penalties  for  importers  who  refuse  information  and  access  to  rv*  -. 

(o)  Provides  penalties  for  misrepresentation  or  false  affidavit. 

These  apply  to  consumers,  domestic  dye  manufacturers,  and  importera. 

If  there  is  any  doubt  in  the  minds  of  the  public  as  to  the  operation  of  ( Tovena.  - 
control  in  business,  let  them  read  carefully  this  summary  of  the  bill  reconuD^o. 
by  the  Ways  and  Means  Committee  and  decide  who  is  the  goat.    The  dear  puhn 
usual,  will  pay  the  bill — any  importer  who  survives  all  these  rules  and  evesu. 
delivers  goods  to  a  consumer  can  not  be  blamed  for  getting  all  the  traffic  will  - . 
keeping  in  mind  that  he  can  import  practically  only  those  colors  not  made  bcrv 
can  the  domestic  manufacturer  he  blamed  for  getting  the  highest  prices  whtn  - 
petition  with  all  other  production  in  the  world  is  arbitrarily  cut  on.  at  e  time  «." 
prices  in  this  country  are  from  five  to  ten  times  prewar  figures.    The  bill  pU  - 
protects  only  the  swollen  profits  of  the  domestic  manufacturer,  who  has  alreao}  : 
five  years  without  competition  and  which  has  built  up  industrite  like  the  Ath«tj  '» 
&  Chemical  Co.,  the  fourth  largest  corporation  in  America,  and  the  DuPonrs  wit*  . 
their  enormous  war-made  capital  behind  them. 

Note. — ^As  a  matter  of  information  herewith,  the  importations  ol  the  pnid. 
illustrated  in  the  tables,  which  figures  have  been  taken  from  Dr.  Norton's  I>>-e  <  ^o- . 
and  are  for  the  fiscal  year  ending  June  30,  1914.    These  figures  do  noc  iorinb^  ' 
domestic  production,  which  are  not  available: 

Beta  naphthol I.  rtju  . 

Paranitraniline 5*V  • 

Toluylenediamine I S." 

Orange  II IJT  •  ■ 

Zambesi  block  V ^'■* 

Direct  black  single 2.  i»*'    • 

Wool  green  S 4     * 

Indigo ^.  .l*r 

Nigrosine XM  ' 

Rhodamine  B  extra > 

[Reprint  from  Textile  Colorist,  May  1031,  by  Jos.  8.  Rambo,  Prasideot  Rambo  4r  R««9r  iIat 
A  HILLMAN'S  view  of  the  DYESTUFP  COMTBOVBBaT. 

I  have  read  Mr.  Kilheffer's  article  in  the  March  number  of  the  Textile  i  ofton*'  & 
find,  as  one  would  exp3?t.,  the  dve  manufacturer's  aigument  fbrcefolly.  tb  ~ 
incompletelv,  presented.     Without  going  into  too  much  detail.  I  wish  U»  |«»— 
few  facts  bearing  upon  the  subject. 

The  American  dve  manufacturer,  before  the  war,  was  certainlv  a  "vvttkluk:  » 
compared  to  his  present  estate,  or  with  the  foreign  manu^turer.  lie  LoiKhi  o 
tically  all  his  intermediates  abroad,  no  doubt,  because  it  wa9  cheaper  and  •«« 
to  do  so,  and  he  also,  no  doubt,  had  a  profit  in  his  business  or  he  would  harr  ^r 
it  up.  He  made  some  things  excee.iinglv  well  as,  for  instance.  Ktgr[><tiie.  vH 
he  sold  cheaper  than  the  importers  and  had  a  better  product.  Likevuie  ht  «■ 
amongst  other  colors,  Orange  II,  Bismarck  brown  and  Chn-soidine.  all  of  good  qo*! 
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I  on  &  competitive  basis  with  importations.  In  direct  black  he  also  made  a  very 
:>ec table  showing,  being  right  in  the  competition,  yet  before  the  war  was  hardly 
»  months  old  he  had  raised  his  price  from  about  18  to  60  cents.  The  imported 
He,   however,  continued  for  some  time  at  less  than  half  this  price.    Right  here 

it  be  remarked  that  as  long  as  the  importers  were  supplying  the  goods  prices 
re  kept  within  reasonable  limits.  It  was  only  as  the  speculator  bought  up  and 
-atne  the  source  of  supply  that  prices  rose  rapidly.  At  that  time  one  became 
uetomed  to  regard  an  increase  of  1,000  per  cent  in  price  as  quite  reasonable.  It 
therefore,  somewhat  surprising  to  hear  the  chaige  now  that  the  importers  were 
ponaihle  for  the  high  pnces  charged.  I  am  presenting  no  defense  for  importers 
?uch«  but  the  truth  should  be  told. 

To  return  to  the  prewar  domestic  manufacturer,  he  had  been  in  the  business  many 
irs  and  made  a  go  of  it,  so  he  was  presumably  sensible  and  intelligent,  and,  nat- 
Jly,  -wanted  to  continue  and  increase  a  profitable  busiDess.  He  went  down  to 
kshington,  demanded  higher  duties,  and  was  given  practically  all  he  asked  in  the 
y  of  protection.    At  that  time  he  said  the  industry  had  all  the  protection  it  required. 

reason  of  the  Hill  bill  of  1916,  and  since  then,  the  ranks  of  our  domestic  dye 
iniifacturers  have  been  very  materially  augmented  and  strengthened  in  personnel, 
pcrience,  resources,  capital,  raw  materials  and  equipment. 

Let  U8  look  at  the  present  situation.  There  are  at  least  three  large  manufacturers . 
direct  black  which,  to-day,  brings  from  80  to  90  cents  a  pound,  and  is  about  half 
e  strength  of  the  concentrated  prewar  product  which  sold  at  not  mor^  than  25 
nts.  Methyl  violet,  of  which  there  are  many  manufacturers,  to  day  is  selling  for 
out  $1.75,  and  is  approximately  the  same  grade  as  prewar  goods  at  32  cents.  Acid 
ack  is  to-day  selling  for  $1  to  $1.10,  and  is  slightly  better  than  half  the  strength  of 
e  concentrated  prewar  imported  product  at  26  cents.  Then,  again,  indigo,  one- 
the  most  important  colors,  is  to-day  about  60  cents,  against  the  prewar  net  price 
from  15  to  to  16  cents.  When  we  consider  that  the  domestic  production  of  these 
•lors  in  1919,  as  given  by  the  United  States  Tariff  Commission,  was  as  follows: 

Poands . 

ethol  violet 574,000 

cid  black 1, 800, 000 

irect  black 7, 250, 000 

idigo 8, 800, 000 

3e  can  readily  understand  that  the  textile  man's  dyestuff  costs  have  tremendouslv 
icreased.    Every  manufacturer  of  textile  goods  knows  that  the  costs  of  all  his  prod- 
?t8  and  their  ingredients  is  far  nearer  its  prewar  price  level  than  dyestuffs.    Take- 
le  case  of  the  average  job  dyer,  converter,  cotton  or  woolen  mill  using  colors,  and 

is  undeniable  that  the  difference  between  his  present  yearly  dyestun  bill  and  his . 
rewar  yearly  bill  would  be  a  handsome  profit  on  his  investment.  In  fact,  he  could 
Imost  perform  all  the  rest  of  his  operation  at  cost  if  he  could  take  the  difference 
1  hiB  dyestuff  bills  as  his  net  profit.  Is  it  not  certain  that  this  situation  will  severely 
andicap,  if  not  actually  preclude,  the  exportation  of  American  fabrics,  and  be  a 
?rrific  burden  in  successfully  meeting  domestic  importations  of  textile  goods? 

These  are  all  practical  questions  which  vitally  enter  into  the  prosperity,  in  fact,  the 
er>'  existence  of  every  textile  man. 

Take  a  hosiery  mill  which  dyes  silk  and  cotton  stockings.  Before  the  war  it  used 
bout  6  f>ounds  of  Zambesi  black  V  at  30  cents  for  dyeing  100  pounds  hosiery.  Now, 
:  it  feels  it  can  afford  a  black  of  the  same  character,  it  probably  would  use  the  domestic  ■ 
product  at  $2  per  pound,  which  is  about  20  per  cent  weaker,  in  other  words,  a  prewar 
ost  for  dyestuff  of  $1.80  per  hundred  as  against  a  present  cost  of  $15,  or  an  advance  of 
bout  $13  per  hundred  pounds.  Now,  a  mill  dyeing  a  thousand  pounds  of  hosiery 
>er  day  is  not  at  all  exceptional,  and  its  increased  cost  on  this  basis  for  dyestuff  alone 
(^ould  be  $130  per  day,  $650  per  week  of  only  five  working  days,  or  approximated, 
34,000  per  year.  This  sum  alone  represents  quite  a  neat  profit,  if  saved,  on  the 
"apital  of  the  average  hosiery  mill. 

An  ordinary  sized  denim  mill  uses  about  a  quarter  of  a  million  pounds  of  indigo  per 
rear.  The  difference  between  its  present  cost  at,  say,  60  cents  as  against  prewar  of 
i5  cents,  would  be  roughly  $112,500,  or  over  10  per  cent  on  a  million  two  hundred 
housand  dollars  capital. 

It  has  been  mentioned  that  some  of  the  textile  mills  went  into  the  manufacture  of 
lyes  and  were  undoubtedly  glad  to  give  it  up  as  soon  as  they  could .  This  is,  no  doubt, 
true,  but  they  only  went  into  it  as  a  temporary  expedient  to  help  themselves  when 
.here  was  no  other  source  available  (except  at  tremendously  high  prices,  as  the  dye-  - 
^tuff  available  was  in  the  hands  of  speculators),  and  then  ^ve  it  up  as  soon  as  they 
could  buy  to  advantage.  They  were  in  the  textile  business  ana  were  equipped 
primarily  for  this  and  not  for  the  manufacture  of  dyes. 
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'f--  ^iL..    n'.-ei;Tiif  mamiia'TuTer,  one  might  also  mention  iha*  ** 

" '  zii'  iz.r'*t    h  un  snuiL  liexrile  manufacturer  who  can  buy  hi*  n. 
L^.  'r«     ':*»>«''  "^"^im.  tr  a  ►me^tic,  without  restrirtion.     W<>ol  an-: 
-   --    '  '  'TjH'^"  sf-  ♦*iifd*v  ae  Bre  raw  materials  for  dyertuffa. 
lit-    inn»*-«ii    i^"*-  maiuiii'^rureT,  in  his  fight  for  the  I»nrw  <-* 
^      111'  _L  "   ill   iMoi^  I'lT  dark  shadows  and  malign  influen  •-  ■ 
,.;,«.    r    '.u  -ziiz  m*  hinni^  where  it  belong,  upon  the  weakn« — 
..-n.   iiij    i»*n-   aj  flTifTTiT"'  to  pillory  and  nrin?  into  diarppir-  -• 
:••    ::  "--r.t.-^i  ••  'TfTimiL  dypstufls,  and  this  line  of  anrum#-r.*  - 
•    u«    •■:.  .x-♦^.  ji  "I"  aiDt  hiii  i^tund  business  reasons.     One  r^. 
-    .     .     ^li-i    iir  •^♦'TiuiL  nuLiiiiiacturer  is  doin?:  his  rnrrupl  n 

-  w-         t!-       T?t^*!'  ni*:u«TT>- fur  national  def«»nse,  but  ni»f    ■'• 
-  -       -  '  T_.T«»^_i:-    ii.»»-»r.  Transportation,  etr.     But  a^  th*-  ▼ 

_     .    ^    ♦    r   :..-    ''-tar  iir*-:ii.  these  thin^  muet  be  cvjnsideiT«i 
►    c-n^     "     '  »•  li- 1.  lii  ''^  j»i    urate  knowledee  of  their  rort-  *• 

.-    :  ---I"-  .:-     -r:  :i.r  -:•""  -nacdnda  nowgoineon.  it  would  -^  * 
.    •_•' —    r  TL  -.:•*   •  osumer,  who  has  some  kn<»wU. :. 
.  ^«:-  -:    !-      T:.-^  question  of  protection  tn  aii\  :' 
.  ,     _^.    -    ^  .::       ^L'-r  1*  T-h«'uld  not  lx»  sentimental.  e\»- 1. 
...    -<«       -  _  -   -.  ^,    -  ^.-^Ti.-n  a^tout  properly  an<!  fullv  i-    ■ 

.   z-^    _   'ir*"  :;?  4     ri:T  way  from  justifj-ing  his  nn^i     - 
^  ■   .  ^^.  -     -^  •"  rj  c  a5ked  for  in  the  Loni; worth  InlL 

4.  •     ^i.-.i  :.  lir  A i»t-5or,we  would  like  to  have  vou  j 

^        .r     :^j::->^.  tZ'i  T.»ur  full  name. 

irxx X x:  khiheffeb,  of  passaic.  v.  j 

._        .      •  I.  '£.  "^    5L_j: -flier.  Passaic,  N.  J. 

■  V  '   -^  *-'.:.  '-    •!  ^*i7  prvoeed. 

•  ;.  \-     ':^  r:r.iJi  and  members  of  the  commitv* 

■  *     —      n  T."  -'r!:!dr^>.  but  I  thought  they  mieht  i* 

. ^    1     >»^*aa?*?  '^t  this  particular  reason:  I  wa.«-  " 

.  ^    '*      -     .i^*  -*  ir.  connected  with  one  of  the  Gerr 
.  ^  -^.-       1.   %"»>   ••-•-'f  ciiemist  on  this  side  of  the  »-: 
"^  ,   %  :ij.  ^»:-   ''V  3iy  drm  to  visit  first  the  various  •» 

-  •»         -s--*i.n  :.:e  situation  there  in  particular  rr-:- 

.^  ..,«<^     ;   -*  «ir?e,  and  after  my  return  from  ther- 
,^^  ..     r..=^-  n?.  m  connection  with  many  of  th«r  - 
,->*,.*  >r*iuric  up  and  discussed  here  by  some  «•:'  * 
^^   ^ .  -    :*  '•  •  ns  ijiven,  I  am,  to  a  certain  extent,  p*  • 

^  ,^  ^         -.'1.  .oast  j:ive  you  those  that  I  found. 

*  ,N^   .  ^-i^  ible  to  go  into  the  occupied  zone  in  <• 

,   -  ^     .  <  t:  ^-iiie  of  the  German  dyestuff  manufacti.: ' 
,,      -       .  '^-^r  I  wtk>  connected  with  the  Ealle,  who  \  • 
.     •»     .  •    it  :  ^e  Khine.    The  physical  condition  of  i 
u  »» -1  S?£cer  than  I  had  ever  seen  it  in  mv  %  .• 
^    ^'^      l:  certainly  had  not  suffered  but,  on  * 
....    t*:  :o  a  very  material  extent. 

.     »•*»  :i  the  witnesses  the  other  day  said  :* 
^  ha^l  not  produced  poison  gas.     It  « 
^>  head  men  of  the  Kalle  plant  that  t. 
.»n  the  production  of  poison  gas  dur* 


'I » 


.  >' 


^w;  >itiobr^v\i  that  the  plants  in  the  occupied  i' 
<;  '\'rva4v>n.  They  were  o*  one  time  udo 
-..    -.idi:  superv*     ^  h^  ^•en  r«K»T' • 
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I  f act,  it  was  removed  some  months  agO;  I  think  about  six  or  seven 
lonths  ago. 

The  Germans  with  whom  I  talked  in  the  dyestuf^p  industry  when 

was  in  Germany  stated  most  emphatically  that,  they  did  not  intend 
3  let  our  industry  in  this  country  do  anything  to  seriously  impair 
aeir  hold  on  the  world  business,  and  that  at  the  first  opportxmity 
hey  were  coming  after  us.  None  of  us  who  are  very  wise  will 
nderestimate  theu*  ability  or  their  intention  to  do  so. 

It  was  stated,  I  believe,  by  one  of  the  witnesses,  that  the  Germans 
'cre  short  of  some  materials,  and  anthracine  was  mentioned  as  one 
f  those  materials;  but,  to  the  contrary,  we  find  that  a  printed  record 
f  the  Tariff  Commission  for  iiAports  under  license,  in  1920,  of  one 
lone,  indantethrene  blue,  D.  (J.  C,  there  was  brought  in  366,000 
lounds  in  1920,  and  there  are  a  great  many  others  of  the  indantethrene, 
nd  others  of  that  dyes  that  use  anthracine,  that  were  brought  in 
a  the  same  year. 

Our  company  had  some  stocks  of  dyes  in  England.  We  had  some 
igents  in  England  and  France  and  in  Italy  that  had  been  selling  our 
'olors.  It  was  my  privilege  to  be  in  England  just  prior  to  the  19th 
)f  October.  On  the  19th  of  October  the  restrictions  were  supposed 
o  go  into  effect.  They  were  delayed  and  did  not  go  into  effect  until 
>ome  months  later.  Prior  to  that  date,  outside  of  the  dyes  that  the 
English  merchants  themselves  had  purchased  from  the  Germans, 
there  was  a  veritable  flood  of  German  dyes  poured  into  England. 
That  I  know.  I  had  an  opportunity  of  learning  quite  a  little  about 
it,  and  it  affected  us  in  our  own  case  to  such  an  extent  that  the  stocks 
of  dyes  that  we  had  in  England  are  still  there. 

Now,  it  is  true  that  the  general  business  depression  had  a  great 
deal -to  do  with  the  nonsale  of  products,  but  the  other  was  also  a  verv 
large  factor,  which  is  borne  out  bv  our  experience  again  in  South 
America,  where  we  also  have  an  office  in  Rio  Janeiro. 

There  the  Germans  have  sent  in  large  amounts  of  dyes,  and  have 
gone  back  to  their  regular  prewar  methods  of  selling,  which  include 
very  long  credits  and  other  methods  that  they  practice.  The  situa- 
tion has  grown  so  serious  that  it  is  our  intention  to  withdraw  entirely 
from  the  South  American  field. 

The  statement  was  made  that  on  the  subject  of  amortization 
American  plants,  manufacturers  of  dyes,  should  have  long  ago  been 
completely  amortized.  I  know  that  my  own  company  would  be 
very  happy  if  that  were  the  case,  but  the  contrary  happens  to  be  the 
fact. 

It  is  true  that  there  were  several  dyestuff  manufacturing  plants 
in  this  country  at  the  time  of  the  outbreak  of  the  war,  and  they  were 
most  advantageously  situated  to  clean  up,  if  we  may  use  a  slang 
expression,  and  that  some  of  them  may  have  been  able  to  pay  for 
their  plants  either  in  whole  or  in  part,  at  least;  but  for  the  large  per- 
centage, of  the  American  dyestun  manufacturers,  who  came  on  the 
scene  later,  that  is  certainly  not  true,  because  they  had  a  very  short 
time  in  which  they  could  realize  these  large  profits,  and  there  is, 
again,  a  vast  difference  between  the  plant  manufacturing  more  or 
less  staple  products,  simple  products,  and  those  manufacturing  the 
more  complex  of  high-grade  products,  like  the  vat  dyes,  and  others 
of  a  simUar  class. 
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These  require  very  expensive  installations  for  the  in  termed  f 
and  for  the  dyes  themselves,  and  as  our  experience  goes  alon^  t  ■  ■ 

Elants  very  oft^n  must  be  scrapped  and  new  ones  erected,  unt. 
ave  learned  to  properly  produce,  and  there  has  been  no  oppt^rtu*  • 
for  the  great  percentage  of  the  plants  to  amortize. 

On  the  subject  of  labor  costs,  it  has  been  stated  that  labor  o- 
should  not  be  m  excess  of  5  to  10  per  cent.     This  is  another  thine  *  ■ 
is  absolutely  contrary  to  our  experience,  for  we  find  that  the  d.z- 
labor  charges  amount  to  anywhere  from  30  to  60  per  cent,  whirL  -.  - 
seems  to  be  the  experience  of  a  great  many  other  dyes  tuffs  man*jf  • 
turers. 

Senator  McCumber.  Does  that  include  salaried  employees  f 

Mr.  KiLLHEFFER.  No,  sir;  that  is  direct  labor. 

Senator  McCumber.  That  is  outside  of  chemists  ? 

Mr.  KiLiJiEFFER.  Yes,  sir. 

Senator  McCumber.  And  those  having  regular  salaries  ? 

Mr.  Kjllheffer.  Yes,  sir. 

I  might  say  that  our  company  tries  to  make  a  pretty  compl«*tr   - 
of  colors,  including  the  staple  products,  and,  in  addition,  the  Li:- 
class  and  more  complex  colors.     We  manufacture   indantet'ti.* 
colors  to-day,  and  in  the  manufacture  of  these  higher  grade  n 
we  can  not  get  along  with  the  cheaper  kind  of  unskilled  lab«>r  * 
must  have  a  much  greater  percentage  of  the  higher  class  of  >L 
labor,  in  addition  to  the  chemical  supervision,  of  course. 

Now,  much  has  been  said  on  the  subject  of  qualit)^ 

Senator  Jones.  Let  me  ask  you,  Mr.  Witness,  if  that  is  true  of  • 
German  manufacturers,  that  in  the  manufacture  of  these  ctnur- 
dyes  they  are  required  to  have  skilled  labor  ? 

Mr.  KiLLHEFFER.  They  have  skilled  labor,  in   addition  tn  t* 
chemical  supervision:  yes,  sir. 

Senator  Jones.  Well,  do  they  use  skilled  labor  in  the  manufftt" .  • 
of  those  complex  dyes  to  the  same  extent  as  you  do  ? 

Mr.  KiLLHEFFER.  They  probably  do  not,  because  of  their  nr.-, 

freater  and  longer  experience  in  the  manufacture  of  those  pnvlu'- 
n  that  way  they  can  reduce  their  labor  costs  very  materially. 
Several  instances  were  adduced  of  where  the  quality  w&i  ^••' 
much  damaged  by  the  substitution  of  inferior  products.     Thai  i- 
see  it,  is  a  matter  that  is  really  beside  the  point,  because  that  »* 
matter  that  rests  with  the  textile  manufacturer  himself.     H««i" 
decide  whether   he  wants  to  put  in  the  high-class   fast  ct4">   ' 
whether  he  wants  to  use  the  cheaper  colors,  and  if  he  wants  ti  v 
the  high-class  colors,  and  they  are  not  manufactured,  he  ha*  h- 
method  by  which  he  could  bring  those  products  in  and  use  f  " 
and  he  could  not  lay  the  charge  of  inferior  quality  to  American  *u- 
because,  dye  for  dye,  they  are  identical  products,  with  a  ct>my  ** 
tively  few  exceptions,  and  those  exceptions  are  in  the  cases  wht^r* ' 
products  are  still  in  a  stage  of  development. 

As  for  guaranteeing  the  colors,  I  aid  not  have  an  opporturtt^  ' 
see  the  sample  card  wiiich  was  on  the  table  yesterday,  but  I  do  i^r'  • 
that  the  firm  that  I  was  with,  and  other  German  firms  as  well,  4i»»'- 
had  the  practice  of  printing  right  on  the  sample  card  that  wt*  •:.'^ 
tributed  to  the  consumer,  '*  Witnout  guarantee. "  That  was  on  t*^-' 
card. 
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We  render  the  same  service  to  the  textile  people,  or  try  to,  that  the 
verm  an  houses  did  before  the  war.  We  are  willing  to  match  their 
aznples  in  any  way  that  they  might  indicate. 

As  to  the  manufacturer,  according  to  some  of  the  testimony,  it 
light  be  indicated  that  we  are  directly  opposed  to  his  views  and  his 
•est  interests.  Nothing  could  be  further  from-  the  truth,  because 
e  is  our  customer.  We  exert  every  power  to  please  oijr  customer. 
"nder  the  scheme,  as  proposed,  of  having  lists  that  would  be  pub- 
sIicmI,  and  which  would  give  importable  and  nonimportable  dyes,  we 
an  not  see  how  the  textile  manufacturer  would  be  in  any  way 
cienaced.  It  would  give  the  textile  manufacturer  and  the  dye  manu- 
acturer  an  equal  opportunity  to  present  his  case,  and  have  the  dye 
ither  on  one  side  or  the  other,  or  taken  off  if  they  are  on  either 
tiiprop«*ly. 

There  is  an  abuse  that  might  be  pointed  out  that  has  something 
<>  do  particularly  with  the  dye  manufacturer,  and  that  is  this:  On 
he  suDJect  of  mixtures,  many  mills  will  have  a  special  mixture 
nade,  as  was  pointed  out  yesterday,  to  do  a  certain  kind  of  work, 
iither  produce  a  certain  shade  or  produce  some  certain  result,  as, 
or  instance,  leaving  the  eflfect  threads  clean,  or  something  like  that. 
le  will  have  that  made  in  a  mixture  to  do  his  particular  job.  That 
nixture  might  be  composed  of  colors  that  are  cilready  manufactured 
lere  by  a  number  of  manufacturers,  and  yet  there  might  not  be  a 
nixture  already  on  the  market  that  would  exactly  duplicate  that 
>ne.  Under  that  scheme,  that  manufacturer  could  apply  for  a 
icense  to  import  that.  It  might  be  direct  brown,  or  X.  C.,  or  any 
other  fancy  name.  That  would  be  one  of  the  cases  that  would 
indicate  injustice  to  the  dye  manufacturer. 

It  was  stated  that  the  dye  manufacturers  had  come  down  here 
asking  for  a  two  years'  embargo.  As  a  matter  of  fact  the  dye  manu- 
facturers have  never  asked  for  a  two-year  embargo,  but  have  always 
emphatically  stated  that  they  needed  more  time  than  two  years, 
and  on  top  of  that,  the  statement  was  made  that  we  had  two  years, 
but  they  were  two  years  of  uncertainty.  There  has  been  so  much 
uncertamty  that  no  new  capital  has  come  into  the  dye  business.  We 
are  in  the  same  position  as  the  witness  who  testified  yesterday  when, 
to  a  large  extent,  we  have  a  large  program  of  colors  that  have  already 
been  worked  out  in  our  research  department,  colors  that  are  needed 
in  this  market,  but  we  can  not  see  our  way  clear  to  make  the  addi- 
tional investment,  which  woidd  be  a  very  considerable  one,  to  go 
ahead  and  produce  these  new  products,  until  we  know  just  exacUy 
where  we  stand  on  this  proposition. 

The  situation  in  Japan  was  also  spoken  of.  I  mentioned  that  a 
while  ago  because  I  was  in  that  market  also  for  a  number  of  months, 
and  besides  the  business  depression  there,  one  of  the  largest  factors 
again,  as  in  the  case  of  Soutn  America,  was  the  bringing  m  of  a  very 
considerable  amount  of  German  dves. 

Just  a  moment  ago  the  representative  of  the  knit-goods  associa- 
tion was  testifying  Tiere,  ana  there  was  brought  to  my  mind  this 
thought  that,  according  to  our  investigations,  about  60  per  cent  at 
least  of  the  members  of  that  association  do  not  use  any  dyes.  At 
least,  that  was  true 

Senator  McLean.  What  did  you  say  there  ? 
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These  require  very  expensive  a»s^«^VX 
,nd  for  the  dyes  themselves,  and  as  w 
slants  very  of  t^n  must  be  scrapped  ^ 
Lave  learned  to  properly  produce,  aad 
or  the  great  percentage  of  the  plant®. 

On  the  subject  of  labor  costs,  it  tv 
ihould  not  be  in  excess  of  5  to  10  per  c 
s  absolutely  contrary  to  our  experx^ 
abor  charges  amount  to  anywhere  ^a 
jeems  to  be  the  experience  of  a  gre^ 

burers* 

Senator  McCumber.  Does  that  \ 

Mr.  KiLLHEFFER.  No,  Sir;  that    ^ 

Senator  McCumber.  That  is  o\a 

Mr.  Killheffer.  Yes,  sir. 

Senator  McCumber.  And  tho& 

Mr.  Kjllheffer.  Yes,  sir. 

I  might  say  that  our  company 
of  colors,  including  the  staple  ^ 
class   and  more  complex   col< 
colors  to-day,  and  in  the  mai 
we  can  not  get  along  with  th 
must  have  a  much  greater  p* 
labor,  in  addition  to  the  chei* 

Now,  much  has  been  said 

Senator  Jones.  Let  me  a^ 
German  manufacturers,  th* 
dyes  they  are  required  to  h 

Mr.  Killheffeb.  They 
chemical  siipervision ;  yes. 

Senator  Jones.  Well,  d 
of  those  complex  dyes  to 

Mr.  Killheffeb.  The'* 

freater  and  longer  expei 
n  that  way  they  can  n « 
Several  instances  W( 
much  damaged  by  the 
see  it,  is  a  matter  thn 
matter  that  rests  wit 
decide  whether  he  v 
whether  he  want-s  to 
the  high-class  colors 
method  by  which  h 
and  he  could  not  la 
because,  dye  for  d} 
tively  few  excepti(» 
products  are  still  i 
As  for  guarant< 
see  the  sample  en 
that  the  firm  tha 
lad  the  practia 
rihuted  to  the  r 
arr/. 
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•ct  the  ii.j**^»  or.  • 
J  out:  J^'i'Uitrv.    ■ 
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arked  that  » 
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^'^rstood  you  to  say  was  dependent 


''?, 


b 


id  be  practicable  and  possible 
»u  so  that  you  would  go  ahead 

hat  very  seriously.    I  think  the 
and  see  how  the  tariff  worked. 
•      .  \  out;  yes. 

ou  think  you  ought  to  have  1,000 

;e  several  colors.     There  has  been 
rhodamine,  where  the  prewar  price 

id  it  now  sells  here  for  $8  and  $9. 

an  essential  color,  isn't  it  ? 

.eral  use? 

that -is  used  very  largely  in  the  silk  in- 

y  in  the  cotton  industry.     It  is  used  very 

i-y.     It  is  Quite  generally  used. 

nk  it  should  be  at  least  $9  a  pound  ? 

do  not;  but  here  is  the  thing,  Senator:  The 

example,  has  been  brought  down  from,  I 

It  was  one  of  those  products  that  when 

ace  it  they  got  practically  no  yields  at  all. 

^s;  but  no  yields,  and  then,  bv  constant  study 

.ds  have  been  increased,  and  the  processes  per- 

made  material  progress  in  those  few  years,  and 

-  of  bringing  that  price  down  to  where  it  should  be. 

olors  where  we  have  not  been  able  to  bring  our 

much  more  than  in  the  case  of  rhodamine,  which 

A  example. 

fiAN.  Then,  that  is  a  very  rare  situation,  is  it  not? 
FFBR.  It  is  an  exaggerated  example;  yes,  sir. 
LDER.  Would  you  nave  us  believe  that  there  are  any 
ost  ten  times  as  much  to  manufacture  here  as  they  do 

LHBFFEK.  Oh,  there  are  many  colors  that  cost  ten  times  as 

manufacture  now  as  in  Germany,  but  the  thing  that  con- 

e  situation  is  the  by-product  situation.     The  by-products 

>u  get  in  the  manufacture  of  some  of  these,  that  you  do  not 

what  to  do  with,  and  you  constantly  work  on  and  find  out 

fis  to  do  with  them.     There  is  the  question  of  yields  that  our 

nusts  are  working  at  continuously. 

'^nator  Calder.  How  long  an  embargo  would  you  reouire  ? 

J(ir.  KnxHEFFBR.  I  think  nothing  short  of  five  years.     That  is  what 

^e  asked  for  before,  and  I  think  at  that  time  we  had  five  years,  but 

aere  were  two  years  of  imcertainty.     If  we  had  at  that  time  five 

years  of  certainty,  I  beheve  it  would  have  been  more  easy  to  get 

n  ^^Pital  to  go  into  the  manufacture  than  it  will  be  to-day. 
;«i     *^^^  La  Pollette.  How  much  capital  did  you  originally  put 
^to  your  plant  in  cash  ? 


-:     "     X-,,  ^        '"  '"SO  the  """'"l-l.. 

""  ""■"''  our'       '■"'"  ««^^ 

.     ^■^  rv„  "''""'' till  k.     ^^  *-^- 
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e  reduction  took  place^  but  I  think  that  the  records  will  show — I 
a  look  them  up  and  advise  you — that  it  was  almost  inmiediately 
at  the  price  was  pulled  down,  I  think,  first  to  $60.  My  recollection 
a  little  bit  hazy  on  that. 

Senator  Jones.  Had  not  that  price  gotten  up  to  that  point  because 
the  small  quantity,  or,  rather,  the  quantity  of  that  particular 
^rman  dye  in  this  country  which  was  controlled  by  speculators  ? 
Mr.  Kellheffer.  That  is  largely  true;  yes,  sir. 
Senator  Jones.  What  was  the  name  of  that  ? 
Mr.  KiLLHEFFER.  Rhodamiuc  B.     It  is  a  very  bright  pink  dye. 
Senator  Jones.  Mr.  Witness,  a  number  of  people  have  oeen  willing 
protect  the  dye  industry  in  any  reasonable  way  because  it  has  been 
ought  that  by  having  that  industry  going  in  this  country  the  plants 
ight  be  used  in  time  of  war.     Is  it  necessary  for  that  purpose  that 
>u  should  want  such  high  protection  for  tnese  so-called  complex 
res  i     Would  not  the  plants,  even  if  you  did  not  manufacture  those 
res  where  you  say  you  would  need  a  protection  of  a  thousand  per 
nt,  still  be  as  valuable  for  war  purposes  as  if  you  made  these  very 
^h-priced  dyes  ? 

Mr.  KiLLHEFFER.  In  large  measure  they  would  not. 
Senator  Jones.  Why  not  ? 

Mr.  KiLLHEFFER.  Because  of  the  different  character  of  these  higher 
ass  and  more  complex  dyes  which  reauire  in  large  measiu*e  the  same 
nd  of  type  or  machinery  that  is  usea  for  other  purposes. 
Senator  Jones.  You  mean  to  say,  then,  that  it  would  be  more 
aluable  in  time  of  war  because  the  plant  would  be  increased  to  that 
ctent,  do  you  ? 

Mr.  EoLLHEFFER.  It  would  be  a  plant  that  would  be  more  capable 
I  immediately  producing  the  materials  that  might  be  required 
ecause  they  had  in  its  regualr  installation  the  apparatus  that  would 
e  required. 

Senator  Jones.  It  would  require  more  apparatus,  would  it  not  ? 
Mr.  KiLLHEFFER.  And  a  different  kind  of  apparatus;  yes,  sir. 
Senator  Jones.  Do  you  think  these  different  kinds  of  apparatus 
re  necessary  to  the  public  defense  ?     Would  vou  not  have  to  make 
vfferent  kinds  of  defense  material  which  woulci  utilize  these  different, 
inds  of  installations  ? 

Mr.  KiLLHEFFER.  I  do  uot  Want  to  answer  something,  Senator, 
Kat  I  perhaps  am  not  qualified  to  answer;  but  what  I  had  in  mind 
'as  that  in  the  manufacture  of  some  of  these  more  complex  dyes 
^here  you  would  use  high  high  pressure  apparatus,  an  apparatus  of 
hat  general  character  that  happens  to  be  tne  same  kind  of  apparatus 
liat  would  be  used  for  the  manufacture  of  some  of  the  materials 
hat  are  used  in  chemical  warfare. 

Senator  Jones.  Then  if  you  used  that  apparatus  in  chemical  war- 
are  you  would  not  use  the  other  apparatus,  would  you  ? 
Mr.  KiLLHEFFER.  Well,  I  am  not  so  sure  about  that.     I  am  not 
in  expert  on,  explosives  and  that  character  of  products,  so  I  would 
Perhaps  better  not  try  tb  answer  your  question. 

Senator  Jones.  Do  vou  have  a  different  process  for  each  different 
Ive? 

« 

Mr.  KiLLHEFFER.  There  are  certain  groups  of  dyes.  The  most 
*<)mmon  group,  perhaps,  is  the  simple  azo  dyes;  and  for  that  group 
>f  <lyes  you  use  a  kind  of  apparatus  that  is  very  similar  for  a  whole 
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number  of  dyes  in  that  group.     Then  you  go  into  other  groups 
dyes  where  you  have  an  entire  installation,  and  many  time5  a  v .  * 
expensive  installation  that  produces  one  dye  only. 

Senator  Jones.  Which  one  of  those  installations  would  be  a^: 
chemical  warfare  ? 

Mr.  KiLLHEFFER.  Both,  to  some  extent;  to  what  extent  I  am  r 
qualified  to  say. 

Senator  Jones.  Why  would  there  be  a  difference  in  chemical  w*-- 
fare  ?     Why  would  you  need  different  kinds  of  installation  in  cbf  =. 
cal  warfare  ? 

Mr.  KiLLHEFFER.  For  the  reason  that  in  the  manufacture  of  : - 
various  materials  which  are  needed  you  must  go  throush  all  kino- 
chemical  operations,  nitrating  and  sulphinating,  and  Afferent  k:-. 
of  operations. 

Senator  Jones.  What  I  am  getting  at  is  how  much  of  this  m>* .. 
lation 

Mr.  KiLLHEFFER.  Should  be  converted  ? 

Senator  Jones.  Would  be  converted,  naturally,  into  making  •: 
commodities  or  chemicals  in  warfare  ? 

Mr.  KiLLHEFFEK.  That  I  can  not  answer  of  my  own  knowl^- 
except  in  this  respect,  that,  as  I  stated  before,  in  a  plant  in  GermaL' 
the  Kalle  plant,  they  told  me  that  the  whole  plant  was  practircjj; 
on  poisoned  gas,  and  they  make  a  whole  ranee  oi  colors. 

Senator  Jones.  That  comes  to  practically  an  understanding: 
what  I  am  trying  to  get  at.     They  do  not  make  different  kin«i<   * 
gases  in  one  installation  and  another  kind  of  gas  in  another,  do  thrj 

Mr.  KiLLHEFFER.  Ycs,  sir ;  they  did. 

Senator  Jones.  And  required  different  kinds  of  machinery  f 

Mr.  KiLLHEFFER.  They  did;  yes,  sir. 

Senator  Jones.  How  many  lands  ? 

Mr.  KiLLHEFFER.  That  I  could  not  answer  definitely,  as  a  mat;'* 
of  fact,  because  I  do  not  know. 

Senator  Jones.  If  this  dye  embargo  is  put  on  for  that  reasoc 
strikes  me  that  the  committee  ought  to  have  some  definite  inforc«t* 
tion  regarding  it.     There  are  several  hundred  different  kinds  of  coir  -* 
manufactured  by  your  concern,  are  there  not  ? 

Mr.  KiLLHEFFER.  Ycs,  sir. 

Senator  Jones.  And  you  have  different  installations  for  diBte>^' 
groups  of  those  colors  ? 

Mr.  KiLLHEFFER.  Ycs,  sir. 

Senator  Jones.  How  many  different  groups  have  you  ? 

Mr.  Ejellheffer.  That  is  rather  difficult  to  answer;  perhaps  f<  .' 
or  five  groups,  or  maybe  even  six.  But  as  I  mentioned,  there  at- 
many  individual  colors  that  require  an  installation  of  their  own. 

Senator  Jones.  An  independent  installation? 

Mr.  KiLLHEFFER.  Yes,  sir. 

Senator  Jones.  What  I  am  getting  at  is,  is  it  necessary  to  hmvr  . 
those  installations  for  the  public  defense  ? 

Mr.  KiLLHEFFER.  It  would  be  very  difficult/for  me  to  sav,  becau- 
that  would  be  controlled  entirely  by  what  the  nature  of  the  deffn* 
would  be,  what  materials  were  going  to  be  used. 

Senator  Jones.  Take  the  instaUation  for  this  particular  n  . ' 
which  seems  to  command  a  very  high  price  here.  Is  not  that  instal.i- 
tion  essential  in  chemical  warfare  f 
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Mr.  K!iLLH£FFER.  It  coiild  be  used.  I  do  not  know  whether  it 
rould  be  essential  or  not.     I  can  not  answer  that. 

Senator  Jones.  Do  you  not  think  that  it  is  important  for  the  com- 
nittee  to  know  ? 

Mr.  KiiXHEFFEB.  I  know  it  could  be  used,  because  it  is  a  character 
»f  apparatus  that  is  used. 

Senator  Jones.  Some  of  us  are  very  loath  to  put  the  country  to 
he  expense  of  paying  1,000  per  cent  on  a  commodity  which  you 
ay  is  in  general  use. 

Mr.  KiLLHEFFER.  As  I  stated,  though,  Senator,  I  mentioned  that 
)articular  color  because  it  is  a  very  much  exaggerated  example. 

Senator  Jones.  Could  we  not  eliminate  all  of  those  that  would 
•equire  such  a  high  protection  as  that  ?  Could  you  not  reach  a  con- 
clusion that  we  could  carry  on  chemical  warfare  without  the  installa- 
:ions  -which  are  used  in  making  those  very  high-priced  articles  which 
«roiild  require  1,000  per  cent  or  500  per  cent  protection? 

Mr.  KnxHEFFER.'  Not  very  well  and  have  a  completely  rounded  out 
ndustry. 

Senator  Jones.  We  are  talking  about  chemical  warfare. 

Mr.  KiLLHEFFER.  Ycs;  but  this  is  the  point  I  niean  to  make:  You 
3ay,  Could  we  dispense  with  certain  installations,  such  as  for  this 

[>articular  color  ?  The  minute  we  begin  to  dispense  with  this  instal- 
ation  and  with  that  installation  the  effect  is  immediate  in  many 
cases  on  a  whole  line  of  colors,  because  often  what  is  a  by-product  of 
one  group  of  chemical  manufacture  becomes  raw  material  in  another, 
and  the  more  uses  we  can  find  for  those  by-products  the  more  we 
are  able  to  reduce  our  prices  all  along  the  line. 

Senator  Jones.  Is  tnis  color  that  we  have  been  referring  to  a 
by-product  ? 

Mr.  Killheffeb.  It  is  not  a  by-product;  it  is  made  from  the  same 
substance  that  is  used  in  a  whole  ^oup  of  other  dyes  and  chemicals. 

Senator  Sutherland.  Is  it  possible  for  you  to  tell  in  advance 
what  chemicals  may  be  needed  m  chemical  warfare  a  year  or  2  years 
or  5  years  or  20  years  hence  ? 

Mr.  KiLLEDBFFER.  It  would  uot  be  possible  for  me  to  tell. 

Senator  Sutherland.  They  are  making  changes  and  making  prog- 
ress every  day. 

Senator  La  Follette.  Was  the  Kalle  plant  built  over  for  the  pur- 
pose of  making  gas  ? 

Mr.  KiLLHEFFER.  No,  sir.  There  was  a  great  deal  added  to  it. 
It  is  much  larger  now  than  it  was  before  the  war. 

Senator  La  Follette.  Is  it  makinj^  color  largely  now,  or  is  it 
necessiwpy  to  reconstruct  it  somewhat  m  order  to  produce  color? 

Mr.  KiLLHEFFER.  No,  sir;  it  is  manufacturing  color  now.  It  was 
manufacturing  color  last  November  when  I  was  in  Germany. 

Senator  La  Follette.  As  extensively  as  it  was  before  it  was  con- 
structed into  a  gas  plant  for  chemical  warfare  ? 

Mr.  KiLLHEFFER.  They  told  me  they  were  operating  about  60  per 
cent  of  capacity  at  that  time. 

Senator  liA  Follette.  Of  their  former  capacity  ? 

Mr.  KiLLHEFFER.  Ycs,  sir. 

Senator  Sibcmons.  How  many  colors  did  vou  say  you  made  ? 

Mr.  KiLLHEFFER.  We  make  two  hundre<f  and  some  odd  colors. 
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Tho  only  way  I  can  answer  that  is  this,  that  if 
one  or  two  of  those  products  I  do  not  think  that 
«v  break  us;  no. 

--  You  said  there  were  only  one  or  two  of  them. 
,,    That  would  require  such  an  exaggerated  amount; 

•;.  If  you  had  what  you  would  call  reasonable  pro- 
mce,  you  could  operate  without  including  those  at 
■lit* 

i.  I  think  we  could;  yes,  sir. 
>  s .  Could  you  not  make  enough  profit  to  justify  you 

1  i  ttle  losses  on  those  while  you  were  experimenting  i 
:.  Senator,  that  brings  to  the  fore  something  that 
\  day.  I  dare  say  that  if  we  were  to  tell  you — we 
-how  it,  as  Senator  La  Follette  has  requested— if 

u  some  of  the  figures  on  some  of  the  new  products 

you  would  be  astounded  and  be  rather  loath  to 

~.  The  point  I  am  trying  to  get  at  is  this:  You  are 
urgo  because  you  say  that  it  will  be  necessary  for 
fjreat  tariff  rates  to  protect  you  as  to  a  few  of  the 
make.  Take  all  of  the  industries  of  the  country. 
:u'ts  that  require  such  high  protection  were  elim- 
[  iic  industry  could  still  be  operated  at  a  good  profit 
'  hasb  of  protection  for  the  balance,  as  I  under- 

^k  is,  Could  not  the  industry  afford,  with  the  profit 
■\i  of  these  other  articles  in  the  dye  industry  upon 
rate  with  a  reasonable  tariff  protection,  to  incur 
further  experimentation  for  the  purpose  of  estab- 
iiently  and  upon  a  better  basis  the  manufacture  of 
lings* 

Senator,  that  is  exactly  what  we  are  domg  to-day. 

.(>t  me  ask  you  this  question:  Your  competitors 

•<X  the  same  thing,  are  they  not* 

Theirs  have  been  gone  through  years  ago. 

■u.  no.     You  go  into  their  works,  as  I  have  been 

<s,     I  remember  going  into  one  room  where  they 

had  been  there  lor  24  years  working  upon  one 

'  put  into  that  room  and  told  that  they  did  not 

lung  else  until  they  got  that  product  so  that  it 

\nd  they  were  paying  their  losses  out  of  the 

nurse  they  did. 

.lit  is  true.  Senator.  We  are  doing  exactly 
are  leaving  some  of  those  products  that  they 
:i  number  of  years  and  that  are  still  new  ones 
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Senator  Smoot.  You  have  got  to  meet  that  the  same  as  any  <>ir.- 
country  is  meeting  it  now,  and  are  going  to  meet  it  as  long  as  tr.'t 
are  in  this  business. 

Mr.  KiLLHEFFER.  That  is  the  very  crux  of  it.  We  have  a  Iilt- 
corps  of  research  chemists  all  the  time,  and  the  money  to  finanrr  *:• 
research  must  come  from  somewhere. 

Senator  Smoot.  Just  the  same  as  in  foreign  coimtries. 

Senator  McLean.  But  as  a  sound  business  proposition,  you  <i£> 
not  take  the  venture  if  you  are  subjected  to  German  compeiiti<>D  • 

Mr.  KiULHEFFER.  No,  sir.  Gentlemen,  if  you  or  I  personally  r  i  ■ 
so  large  an  interest  at  stake  we  certainly  could  well  anord  to  un(v: 
sell  completely  a  new  industry  if  we  could  eliminate  them  in  a  <L-  - 
space  of  time.  And  Germany  can  certainly  do  that  to  us.  I  kr*  • 
tnat. 

Senator  Smoot.  They  can  not  if  we  give  you  a  fair  prote^ti  ' 
and  that  is  what  you  can  get.     If  we  give  you  the  American  r»l  :- 
tion,  which,  in  part,  at  least,  would  take  care  of  the  exchange  <:• 
crepancies,  you  can  not  tell  me  that  you  can  not  compete.     It  w*«l.: 

Ert>tect  over  90  per  cent  of  all  the  goods  of  that  kina  that  will  i-^  - 
e  manufacturea  in  the  United  States,  and  the  other  10  per  cent  >. 
perhaps,  so  small  in  quantity  that  there  is  only  one  place  in  the  vi*r. 
whore  it  would  be  necessary  to  make  them.  What  is  the  use  of  uin- 
ing  about  putting  a  tariff  or  any  other  kind  of  a  rate  on  a  pn«i'> ' 
that  the  wnole  United  States  will  not  use  a  thousand  pounds  of  i 
year,  unless  it  is  for  medicinal  purposes  ? 

Mr.  KiLLHEFFER.  On  such  products  we  would  not  go  into  ii  a*  i 
stound  business  proposition.  We  would  not  attempt  to  manufartu.*' 
them. 

SiMiator  Simmons.  You  think,  then,  because  of  these  few  ani*lr^ 
that  you  can  not  produce  profitably  in  this  country  without  exce^^^ 
rates'  of  protection,  that  there  ought  to  be  an  embai^o  that  »:.i 
piH^ect  not  only  those  but  the  things  that  you  can  produce  in  ci»ni- 
petition  with  German v  with  reasonable  protection! 

Mr.  KiLLHEFFER.  No,  sir;  not  because  of  that. 

J^enator  Smoot.  You  will  admit  that  Germany  had  never  =•-•• 
her  eheniioiUs,  as  a- whole,  at  a  loss  ?  Ever  since  sne  has  been  in  \^* 
eheinioal  business  she  has  made  a  profit,  has  she  not  i 

Mr.  KiLUiEFFER.  I  am  not  so  sure  of  that. 

Senator  Smoot.  Do  you  not  follow  the  reports? 

Mr.  KiLLHEFFER.  Ycs;  but  I  personally  Imow  of  some  cases  whrrr 
K<hh)8  were  sold  at  a  loss  to  eliminate  a  competitor. 

Senator  Smoot.  That  is  done,  of  course;  and  perhaps  you  woul' 
do  tl^e  same  thing  if  you  were  in  her  position. 

Mr.  KiLUiEFFER.  If  I  were  in  her  position  I  would;  and  thit  (^ 
what  we  fear. 

Senator  Smcx)T.  In  the  United  States  more  than  likely  you  woul-i 
do  that. 

Mr.  KiLLHEFFER.  That  is  what  wc  fear.  We  want  to  guard  agaia*' 
it  if  pt^H.'^ihle  to  do  so. 

Senutt>r  1^  Follette.  That  is  what  you  strong  fellows  woulii  ^ 
to  the  weak  fellows  in  this  country  if  you  had  an  embaigo. 

Mr.  KiLLHEFFER.  No,  sir;  we  could  not. 

Senator  1^  Follette.  Why  could  you  not ) 
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i^jT.  KiLLHEFFER.  Because  there  is  too  much  of  a  free  field.     There 

too  many  producers  of  the  base  materials. 
Senator  IIa.  Follette.  It  depends  upon  the  power  of  capital  very 
gcel^.     You  could  sell  at  a  loss  if  you  could  eliminate  the  small, 
i\.k:  competitors. 

i^erxator  Smoot.  For  instance,  one  of  the  men  testified  here  to-day 
LO  liad  $150,000  capital.     He  is  making  three  colors  of  green.     Do 
VI   ixot  think  that  your  comnany  and  two  of  the  other  largest  com- 
nies,  if  you  wanted  to,  could  drive  him  out  of  that  business? 
NIv.  KiLLHEFFER.  That  might  easily  be  possible. 
Senator  Smoot.  Yes;  very  easy.     You  Know  it  is. 
Mr.    KiLLHEFFER.  But  tnat  aoes  not  necessarily  follow  that  it 
)ulci  be  done,  Senator. 

Senator  Smoot.  No;  nor  does  it  necessarily  follow  that  it  will  be 
>ne  on  the  other  side.  We  want  t©  give  you  protection  against  it, 
it  not  an  embargo. 

Senator  McLean.  You  have  some  protection  in  this  country  in  the 
lorman  Act. 

Senator  Jones.  You  spoke  a  while  ago  about  your  trade  in  Japan. 
;  it  your  idea  to  withdraw  from  all  foreign  trade  ? 
Mr.  KiLLHEFFER.  We  very  much  dislike  to  do  so,  but  it  has  -every 
idication  at  the  present  time  that  we  will  be  compelled  to. 
Senator  Jones.  How  extensive  is  your  foreign  trade  now  ? 
Mr.  KiLLHEFFER.  It  has  dropped  ve^  materially  in  the  few  months 
f  this  year  from  what  it  was  in  1920.     There  was  a  product  mentioned 
ere  a  day  or  two  ago,  Congo  red,  a  product  of  wnich  we  were  very 
irge  manufacturers  and  which  was  exported  to  India;  but  that  is  a 
rade  that  was,  but  is  no  more. 

Senator  Jones.  Why  is  it  no  more  ? 

Mr.  KiLLHEFFER.  The  German  products  have  completely  elimi- 
lated  us  up  to  the  present  time. 

Senator  Smoot.  On  quality  or  price,  or  both? 

Mr.  Kjllheffer.  On  price;  not  quality;  no,  sir. 

Senator  Jones.  Are  you  selling  those  articles  in  the  home  market 
it  the  same  price  you  have  been  selling  them  abroad  ? 

Mr.  KiLLHEFFER.  Ycs,  sir. 

Senator  Jones.  In  every  case  ? 

Mr.  KiLLHEFFER.  Perhaps  not  in  every  case,  but  in  most  cases  the 
prices  have  been  about  the  same  here  and  abroad. 

Senator  Jones.  If  you  have  no  foreign  trade  at  all  how  do  you 
expect  to  get  paid  for  what  you  send  abroad  ? 

Mr.  KiLLHEFFER.  That  is  one  of  our  chief  worries. 

Senator  McCumber.  Before  you  proceed  any  further  with  the 
testimony,  I  think  the  committee  owe  an  apology  to  the  Tariff  Com- 
mission for  keeping  them  here  all  day  waiting  to  be  heard.  They 
have  been  very  patient,  and  we  have  given  them  encouragement  every 
few  minutes  that  we  would  call  upon  them,  but  it  is  getting  so  late 
now,  and  there  does  not  seem  to  be  any  end  to  this  testimony,  that  I 
think  it  but  fair  to  the  commission  to  say  that  we  will  excuse  them 
\intil  to-morrow  morning. 

Senator  Simmons.  And  hear  them  the  first  thing  in  the  mominff  ? 

Senator  McCumber.  And  try  to  hear  them  the  first  thing  in  the 
morning. 
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Senator  Smoot.  Are  we  not  through  with  the  embaigo  qaesti'it 

Senator  La  Follette.  Oh,  no. 

Mr.  EiLLHEFFER.  I  am  all  through,  Mr.  Chairman,  unless  sonifK- 
desires  to  ask  me  some  questions. 

Senator  McCumber.  Has  anyone  any  questions  that  they  <lr-  • 
to  ask  the  witness  ? 

(Xo  response.) 

There  will  be  no  further  testimony  this  evening,  and  there  aiv  • 
other  witnesses 

Senator  La  Follette.  There  are  some  other  witnesses  here.  M 
Chairman.     I  gave  you  a  list  of  them. 

Senator  McCl'mber.  If  you  have  some  other  witnesses  we  can  .  -- 
as  well  continue  until  5  o'clock. 

Senator  La  Follette.  Fifteen  minutes  is  not  any  time  in  whi«  r  * 
deal  with  this  question. 

Senator  McCumber.  I  know,  but  it  will  be  so  much  less  f«»r  ••- 
morrow  if  we  can  finish  to-morrow. 

Senator  McCumber.  State  your  name,  place  of  residence,  et'- 

STATEMEir T  OF  XB.  EAEI  J.  W.  EAOSDALE,  EOEEISTOWV.  Pi 

Mr.  Raospale.  My  name  is  Earl  J.  W.  Ragsdale  and  my  resi^lff 
Xorristown,  Pa.;  mv  business  is  the  die-casting  business,  which  uir  i  - 
tl\e  oastinjr  of  nonWrous  metals  in  a  permanent  mold.     It  ha-^  ■ 
relation  to  the  dye  industry. 

Senator  liA  Follette.  Were  yoU  in  the  service  ? 

Mr»  Raospale.  Yes,  sir;  about  10  years  in  the  Regular  Army 

Senator  IaX  Flolette.  What  was  your  rank  when  you  were  in  t 
Arnu\  or  what  rank  did  you  attain? 

NIr  Rausoale.  I  resigned  with  the  rank  of  lieutenant  coKmr! 
tlio  Onlnanoe  Department. 

SoiuUi^r  l^K  Follette.  What  connection  did  you  have,  if  j 
with  the  pn>duction  of  gas  or  chemical  warfare? 

Mi\  K  Vii^^OALE.  In  1915  Gen.  Crozier,  then  Chief  of  Ordnance.  -•• 
fiu*  mo  to  come  to  his  office  as  an  assistant.     One  of  the  duties  \\  - 
\\  \^i*t^  assiijned  me  was  the  study  of  the  now  weapons  which  had  <•• ' 
up  \x\  the  rt>urse  of  the  war.     Trench  warfare  had  brought  «»u' 
lUUutHn*  of  weapons,  including  gas,  with  which  we  had  no  familiar  • 
no  dosi^rn.  or  any  knowledge  of  where  the  munitions  could  be  hit 
factuivil  in  this  country. 

At  tho  outbreak  of  the  war  Gen.  Crozier  assigned  to  me  a  ^^t-  * 
v»f  l»i^  olViotv  known  as  the  trench  warfare  section. 

Soualor  I A  Follette.  Do  you  mean  at  the  time  of  our  entn 
\\\  I  tie  war  or  at  the  outbreak  of  the  European  war? 

Mi\  K  vosnvi.K.  I  mean  at  the  time  of  our  entrance  into  thr  « 

Souator  I*.\  Follette.  That  would  be  early  in  1917^ 

Mr  U\u*ii>vLK.  Yes,  sir.  Among  other  new  instruments  wa>  * 
u^o  of  choiuhals.  I  had  made,  previous  to  our  entrance  int'»  • 
war,  w  suudi  study  of  the  chemicals  employed,  and  accurau-  • 
Muoli  data  as  won^  available  and  had  made  a  tentative  survey  <»f  ' 
rluMuioal  uulustrv  in  general  of  the  country  and  the  condition  *i. 
ooufh»ntcd  mo  tlxen  would  be  about  the  same  as  the  condition  w^: 
uu^hl  confront  the  Chief  of  the  Chemical  Warfare  Service  10  or  '"■ 
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-ears  fr^m  now;  in  other  words,  the  condition  of  utiHzing  those 
zxisting  industries  to  the  best  advantage  of  the  Army  and  the  Navy. 

Senator  La  Follette.  Those  were  industries  that  were  established 
n  peace  and  for  peace  conditions  ? 

Mr.  Ragsdale.  Yes,  sir;  and  which  had  not  adapted  themselves 
o  war  conditions. 

My  scope  did  not  include  that  of  explosives,  although  just  up  to 
:Vie  time  we  entered  the  war  I  had  the  explosive  desk  as  well. 

Senator  La  Follette.  Now,  go  right  ahead  and  state  what  you 
*ound  the  conditions  to  be  and  how  rapidly  you  were  able  to  develop  ^ 
2:ases  for  chemical  warfare. 

Mr.  Ragsdale.  The  knowledge  that  poison  gas  had  been  used  on 
the  other  side  found  us  without  any  iniormation  or  data  as  to  how 
such  were  used,  how  such  were  prepared,  nor  did  we  have  facilities 
for  investigating  them.  Without  awaiting  the  authorization  of 
chemical  laboratories  as  would  be  necessary  to  do  so,  we  utilized 
other  Government  agencies,  particularly  the  Bureau  of  Mines. 
This  bureau  assisted  us  in  rounding  up  those  manufacturers  of 
chemicals,  in  general,  which  might  be  of  assistance  to  us  in  the 
event  of  our  entering  the  war,  and  this  bureau  further  got  for  us  a 
list  of  names  of  chemical  engineers  whose  services  would  be  necessary, 
should  we  find  it  impossible  to  evade  the  issue,  namely,  the  war. 

The  information  which  came  to  me  was  entirely  sincere,  and  in 
the  light  of  perspective,  after  years  have  gone  by,  was  not  wholly 
true.  One  tning  which  impressed  me  was  that  we  did  not  have  the 
chemical  industry  of  which  we  could  take  pride  and  upon  which  the 
War  Department  could  rely. 

Senator  La  Follette.  You  speak  now  of  the  general  chemical 
industry  ? 

Mr.  Ragsdale.  Yes,  sir;  I  wish  to  make  that  later  very  clear. 

I  found  upon  slight  investigation  that, reference  was  made. to  the 
dyestuffs  industry.  There  were  very  few  plants  in  this  country 
which  were  ecjuipped  to  make  dyestuffs.     On  the  other  hand,  our 

feneral  chemical  mdustry  was  very  capable.  I  found  at  Niagara 
^alls  a  chlorine  capacity  which  surely  was  greater  than  that  of 
England;  I  foimd  one  plant  there,  the  Hooker  plant,  with  a  capacity 
of  40  tons  of  chlorine  a  day.  There  were  two  other  chlorine  plante 
operating.  I  also  found  a  process  where  which,  to  my  mind,  now 
equals  or  is  better  than  any  other  process  of  manufacturing  chlorine 
in  existence.  So  my  original  apprehension  about  the  manufacture 
of  chlorine  was  not  borne  out  oy  the  evidence  brought  in.  It  is 
interesting  also  to  note  that  we  did  not  use  any  of  this  capacity. 

Senator  La  Follette.  Why  not  ? 

Mr.  Ragsdale.  There  were  other  reasons — one  was  transporta- 
tion; second,  that  chlorine  was  used  more  or  less  as  an  intermediate 
in  the  manufacture  of  toxic  gases.  That,  again,  involved  the  ques- 
tion of  transportation  of  higUy  concentrated  materials. 

It  was  also  considered  better  policy  to  concentrate  our  poison  gas 
manufacture  in  one  location,  wnere  we  would  have  it  under  entire 
military  control,  where  we  could  do  all  experimentation  that  we 
thought  necessary  without  spying  eyes. 

We  also  felt  it  was  necessary  that  the  complete  handling  of  these 
toxic  materials  be  under  the  same  head.  The  advantage  of  this  was 
afterwards  borne  out.     The   centralized   plant  was   at  Edgewood 
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Arsenal.  I  conceived  the  Edgewood  Arsenal,  and  it  was  built  tuni*  - 
my  direction,  although  it  was  completed  and  amplified  later  oihi-- 
the  Chemical  Warfare  Service,  which  was  later  organized  in  the  ear* 
spring  of  1918. 

At  that  time  it  was  appreciated  that  the  chemical  side  of  warfu-- 
would  assume  a  far  greater  importance  than  any  of  us  had  f*"-* 
imagined.  It  was  thought  best  to  remove  if  from  my  division,  wbr  -- 
it  was  only  one  of  six  other  sections,  and  to  make  a  complete  sen  .•  • 
out  of  it. 

It  is  interesting  to  note  what  our  plans  were  at  Edgewood  At^ll 
and  how  they  compared  to  the  capacities  of  the  other  nations.    M- 
original  plan  was  for  300  tons  of  chlorine  a  day.     The  Secretary 
War  cut  this  to  125  tons  of  chlorine  a  day.     Tins  plant  was  buili  f  • 
that  capacity. 

Anotner  plant  had  a  capacity  of  40  tons  of  phosgene.  The  or- 
plete  capacity  was  never  reaUzed,  although  I  understand  that'  25  t*  ••.• 
could  be  produced. 

We  had  a  capacity  of  from  15  to  25  tons  of  chlorpicrin  a  da  v. 

As  this  committee  is  interested  in  the  dvestuff  manufartunr: 
and  as  phosgene  is  the  chemical  which  I  chieny  recognize  as  entenr: 
into  the  dvestuff  industry,  I  must  say  that  against  the  caparu^  - 
40  tons  a  aay  at  Edgewood  Arsenal,  I  would  hesitate  to  say  thai  ri- 
entire  United  States  would  use  over  100  tons  of  phosgene'a  year 

I  would  like  to  go  back  to  how  I  found  the  dyestuff  industry.    A* 
I  have  said,  it  was  a  very  small  industry  in  this  country,  but  wl  / 
we  did  find  was  not  encouraging  toward  the  production  of  v*\. 
materials. 

As  I  look  back  over  my  organization  of  those  chemists  who  v^r* 
personally  in  charge  of  the  producing  units  and  under  whose  direrti- : 
the  various  materials  were  manufactured,  I  do  not  recall  the  name  '^f  ^ 
single  one  who  was  associated  with  the  dyestuff  industrv  in  th- 
country.  The  chemists  who  had  the  greatest  responsibility  wrr- 
recruited  from  the  educational  institutions  and  from  the  larr- 
chemical  manufacturers,  such  as  the  Du  Fonts,  Semet-Solvay,  mbc  i 
number  at  Niagara  Falls. 

I  have  been  noting  in  the  newspapers  the  comments  which  tt* 
facts  before  this  committee  have  provoked  and  contrasting  some  •■' 
the  statements  with  the  conditions  I  found. 

The  chemical  plant  at  Niagara  Falls  which  produced  phosgene  <..  * 
so  under  compulsion,  true  not  physical,  but  moral.     The  convspitr  :• 
ence  files  of  tne  trench  warfare  section  of  the  Ordnance  Depart m*" 
will  show  numerous  telegrams  urging  to  be  relieved  of  the  resap^^r.-.- 
bility. 

The  Semet-Solvay  Co.,  after  looking  into  the  matter,  flatly  rrfu.-- 
to  manufacture  either  phosgene  or  chlorpicrin. 

The  Stanford  Synthetic  Color  Co.  was  in  a  bad  financial  way  tr  • 
undertook  to  manufacture  chlorpicrin.     Officers  from  my  office  r»- 
to  be  sent  there  to  not  only  take  charge  of  the  plant  Kut  to  wi-- 
out  the  process. 

If  chemical  warfare  had  opened  up  to  our  youns  dyestuff  indu^it.-* 
such  a  wonderful  vision  as  now  appears,  I  should  have  expect**!  • 
more  willing  cooperation.     The  willingness  that  I  did  find  wa5  ■  * 
of  pure  patriotism  rather  than  the  idea  of  entrenching  themselrr^  r 
an  industry  which  would  thrive  after  the  cessation  of  the 
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As  for  the  dyestuflp  industry  being  regarded  as  a  potential  military 
tren^th,  it  unquestionably  is.  No  more  so,  however,  than  the  entire 
kemical  industry  of  the  United  States.     This  industry  has  thriven 

I  the  past  and  was  very  strong  when  we  entered  the  war.     Personally 
am  stUl  interested  in  the  potential  military  strength  of  the  country. 

nd  I  should  like  to  see  any  condition  brought  about  which  would 
evelop  this  industry  as  a  wnole  and  along  healthy  lines. 

Senator  Jones.  Would  it  interrupt  your  train  of  thought  if  I  were 
o  ask  you  what  percentage  of  the  cnemical  industry  of  the  country  as 

whole  would  be  represented  by  this  dye  industry  if  it  manufactured 

II  the  dyes  that  this  country  could  use  ? 

Mr.  Raosdale.  Senator  Jones,  I  would  not  be  in  a  position  to 
ns^w^er  that  line.  The  dyestuff  industry  has  enjoyed  a  remarkable 
aipetus  during  and  since  the  war,  and  a  great  deal  of  attention  ha» 
>eeii  attracted  to  it.  It  has  been  given  a  great  deal  of  publicity,  and 
hat  in  tiim  must  have  attracted  capital.  So  that  while  our  dyestuff 
ndustry  at  the  outbreak  of  the  war  was  almost  a  negligible  percentage 
>f  the  total  chemical  industry,  it  has  imquestionably  assumed  a  pro- 
)ortion  of  the  total  chemical  industry  which  we  can  not  overloot. 

Senator  McLean.  Did  you  have  the  benefit  of  the  experience  of  the 
VUies  in  the  war  to  anv  extent  ? 

Mr.  Ragsdale.  That  depends  upon  the  time.  Prior  to  our  en- 
trance into  the  war  we  had  no  cooperation  from  our  Allies. 

Senator  McLean.  You  did  not  need  it? 

Mr.  Raosdale.  No,  sir.  We  had  agents  and  officers  abroad  wha 
furnished  us  with  such  information  as  we  had,  which  was  very  meager^ 
As  soon  as  we  entered  the  war  the  French  dispatched  to  this  country  a 
very  able  officer  and  later,  at  my  request,  two  British  chemical  manu- 
facturers came  to  this  country  and  CTcatly  assisted  us 

Senator  McLean  (interposmg) .   i  ou  followed  their  advice  1 

Mr.  Raosdale.  In  the  mception  of  what  later  developed  into  the 
Edgewood  Arsenal.    As  to  the  production 

Senator  La  Follette  (interposing) .  Were  they  dye  manufactur- 
ers or  general  chemical  manufacturers  ? 

Mr.  Raosdale.  None  of  them  were,  sir.  They  had  had  their  ex- 
periences primarily  during  the  war. 

As  for  the  quantities  wiuch  we  had  in  mind,  we  determined  that 
ourselves. 

Senator  McLean.  Oh,  certainly. 

Mr.  Raosdale.  And  I  must  say  that  they  thought  we  were  nothing 
short  of  crazy.  Our  plans  were  to  have  a  toxic  gas  program  which 
would  equal  that  of  Germany,  plus  that  of  France  and  England. 
We  plotted  a  chart  showing  from  the  first  use  of  gas  how  the  per- 
centage of  gas  shell  had  increased  and  the  percentage  of  toxic  mate- 
rials in  general,  and  we  merely  exterpolated  that  curve  and  then  went 
some  over  it. 

Their  criticism — referring  to  our  Allies — of  this  enormous  plant  did 
not  occur  when  we  commenced  shipping  at  their  urgent  request  toxic 
materials  to  both  England  and  France. 

Senator  McLean.  But  in  organizing  your  plant  for  the  purpose  of 
fuinishing  toxic  materials,  you  had  the  advice  of  the  English  and 
French  representatives  ? 

Mr.  Ragsdale.  Yes;  we  sought  that  advice. 
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Senator  McLean.  You  sought  it  and  you  followed  it.     Nov.  •  . 
unnecessary  to  remark  that  if  we  had  been  isolated  and  could  not  \^- 
'had  that  assistance  we  would  have  been  at  something  of  a  hand:  - : 
but  never  mind  that.     When  did  you  say  you  entered  the  scttkt  ■ 

Mr.  Ragsdale.  In  1910. 

Senator  McLean.  And  how  long  were  you  in  the  service  I 

Mr.  Raosdale.  A  little  over  nine  years. 

Senator  McLean.  When  did  you  leave  the  service  ? 

Mr.  Ragsdale.  I  left  it  in  1919. 

Senator  McLean.  Is  this  organization  carried  on  now  i 

Mr.  Ragsdale.  It  is;  under  the  name  of  the  Chemical  War** 
Service. 

Senator  McLean.  And  you  are  not  in  the  service  now  ? 

Mr.  Raqsdalr.  No,  sir;  I  have  no  connection  with  the  service 

Senator  Smoot.  What  is  your  present  occupation  ? 

Mr.  Ragsdale.  I  am  a  manufacturer  of  castings  of  nonfer 
metals. 

I  have  no  interest  in  either  side  of  this  controversy  except  -  - 
natural  interest  that  the  military  strength  of  the  country  be  in-t  ." 
paired,  but  I  am  also  interested  that  its  finances  be  not  impairv»i 

I  would  like  to  answer  your  question.     To  get  back  awiat    .* 
advisers  from  abroad,  two  of  those  advisers  were  purely  of  a  mil^t^ 
nature.     One  adviser  arrived  after  our  plans  for  the  manufactarv 
chlorpicrin  had  been  completed,  and  he  gave  us  many  poinU*  w\.  * 
were  nelpful. 

t  The  majority  of  our  technical  information  came  through  ti-- 
officers  associated  with  our  chemical  industry  and  educattonal  iZs-' 
tutions  of  this  country,  and  from  my  associating  with  them  I  ir-  • 
their  minds,  in  which  the  Nation  can  take  pride,  and  I  know  thcv  »•■ 
actuated  by  the  purest  motives  of  patriotism  and  accompli^ 
great  deal  in  a  short  tinie. 

Senator  La  Follette.  How  much  advantage  would  yoo  dtr 
for  the  chemical  warfare  in  the  future  by  the  establishment  of  '* 
dye  industry  in  this  country,  taking  into  account  the  very  larp*  c- 
complete  equipment  which  the  country  has  in  general  chemioAl  p- 
duction  ? 

Mr.  Ragsdale.  My  knowledge  of  chemical  warfare  leads  mr  * 
beUeve  that  it  is  not  in  a  crystalized  state.  I  have  a  greater  kp«* 
edge  of  ordnance. 

During  the  war  little  really  phenomenal  ordnance  came  f«<* 
Everythmg  that  came  out  was  a  development  step  by  step  ac-: 
logical  development  on  what  had  gone  beiore. 

I  think  chemical  warfare  has  an  enormous  future.  If  I  wwp  let 
to  associate  myself  with  the  service  I  should  prefer  to  go  inU»  i* 
branch.  I  think  warfare  of  the  future  will  rely  more  and  nk^rr  ■" 
chemicals,  but  I  also  think  that  we  to-day  have  no  idea  of  the  f*c: 
in  which  chemical  watfare  of  10  or  15  years  hence  will  take  than  «• 
have  whether  war  will  be  abolished  or  not.  On  the  other  hifr- 
ordnance  has  been,  as  I  have  said,  a  logical  development.  When  t 
Germans  opened  up  with  the  75-mile  gun  on  Paris  we  found  ir* 
Gen.  Crozier  had  fired  a  gun  with  a  velocity  in  1906  whieh  wmy 
have  given  almost  like  range.  It  was  not  new  to  ordnance  enpw*' 
ing;  1  mean  it  was  not  beyond  their  conception. 
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rhe  conception  of  a  chemical  warfare  or  toxic  materials  used  in. 
xf  are  was  certainly  beyond  our  stretch  of  imagination  in  itself.  We 
used  to  believe  the  first  reports  that  came  in  that  the  Germans  had^ 
Bd.  chlorine. 

In  the  brief  history  of  chemical^  warfare  it  has  undergone-  such 
anges  and  so  many  new  developments-  have  been  brought  out  that 
vould  hesitate  to  predict  in  which  way,  manner,  or  form  the  future 
D  of  chemicals  will  take. 

Senator  La  Follette.  How    about    our    development    in    that 
spect  compared  with  Uiat  of  the  Germans  ? 
iCir .  Ragsdai^.  We  followed  her. 

Senator  McLean.  How  do  you  know  that  some  chemists  in  a  dye 
ctory  will  not  discover  the  controlling  gas  in  the  future  ? 
Mr.  Raosdale.  It  is  very  possible  he  would,  sir. 
Senator  McLean.  I  understaad  you  to  say  tha/t  you  did  not  think 
le  dye  industry  was  of  any  consequence. 
Mr.  Raosdale.  I  spoke  of  the  past. 

Senator  McLeaj^ .  We  are  figurmg  on  the  present  and  on  the  future. 
Mr.  Ragsdale.  I  would  not  assume  that  that  inventor  of  the  key- 
3te  of  checaical  warfare  would  come  from  the  dye  industry  any  more 
lan  he  would  come  from — well,  the  tannery  interests  or  something 
se.  I  think  the  chances  are  more  likely  that  he  would  come  from  an 
iucational  institution,  which,  of  course,  is  again  dependent  upon  the 
eneral  chemical  needs  of  the  countrv,  because  if  we  have  no  needs 
>r  chemists  we  will  have  no  chemical  institutions. 

It  is  remarkable,  in  speaking  of  these  discoveries  of  the  key  gas, 
nd  it  runs  through  the  entire  nistory  of  warfare,  that  there  has  ndt 
>een  yet  anything  invented  that  has  not  a  counter  instrument. 

Senator  La  Pollette.  For  defense? 

Mr.  Raosdale.  For  defense;  even  the  submarine.  We  found  the 
Qstrument  was  expensive,  but  we  also  found  that  we  could  keep  the 
ubmarines  down. 

I  think  in  the  history  of  warfare  the  submarine  enjoyed  probably 
or  the  longest  period  of  time  a  free  field. 

Senator  Smoot.  Are  you  a  chemist  yourself  ? 

Mr.  Raosdale.  No,  sir;  I  am  not. 

Senator  Smoot.  The  chlorine  plant  at  Niagara  Falls  existed  before 
Europe  went  into  the  war  i 

Mr.  Raosdale.  Yes,  sir;  the  Hooker  plant  at  Ni^ara  was  built  a 
jood  many  years  before  we  went  into  tne  war.  It  is  true  they  did 
aot  make  chlorine  eas.  They  made  bleach  and  they  had  a  very  good 
process  and  had  oone  a  great  deal  in  that  direction.  The  use  of 
chlorine  was  then  becoming  greater  and  greater,  owing  to  its  exten- 
sive employment  in  sanitary  engineering,  such  as  chlorinating  of 
water  and  sewage,  and  it  was  used  either  in  its  liquid  form  or  as 
bleach. 

Senator  Jones.  If  I  get  the  drift  of  your  testimony,  it  is  about 
this,  is  it  not — that  while  the  chemical  forces  engaged  m  the  dye  in- 
dustry would  probably  be  valuable  in  the  time  ofwarfare,  there  is  no 
reason  to  suppose  that  they  would  be  more  valuable  than  chemical 
or^nizations  engaged  in  other  lines;  is  that  your  thought? 

Mr.  Raosdale.  I  should  hesitate  to  say  thisi  is  greater  than  that, 
because  the  chemical  warfare  of  the  service  might  lean  more  heavily 
on  one  phase  of  the  industy  than  on  the  other.     I  will  grant  you 
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that  the  training  of  a  chemist  in  the  dye  industrr  is  a  severe  one.  ir 
one  which  fits  him  to  undertake  the  research  wort  which  is  so 


to  the  improvement  of  existing  chemical  weapons  or  the  inventive 
new  ones.     But  I  mean  to  in^r  that  emphasis  should  not  be  pU#  • 
on  the  dvestuff  industry  rather  ttan  on  any  of  the  other  manif 
phases  oi  the  chemical  industry. 

Senator  Jones.  That  is  what  I  was  wanting  to  bring  out 
assume  that  that  was  yoiu*  notion;  in  other  words,  that  there  are  on  - 
chemical  organizations  engaged  in  other  lines  which  you  think  ^*'\ 
be  as  valuable  in  chemical  warfare  as  the  dye  industry  organiut;  r  • 

Mr.  Ragsdale.  Yes,  sir.     In  other  woras,  if  there  were  giv« 
my  control  funds  to  subsidize  industries  for  their  potential  milit-- 
strength,  I  would  certainly  be  subjected  to  severe  criticism  tf  I  pit.- 
it  in  any  one  phase  of  tne  chemical  industry,  be  it  dyestuff.  }y 
sugar,  be  it  any  other  thing.     It  is  quite  conceivable  that  the  •  • 
product  of  sugar  manufacturing  or  some  other  manufacture  miv  '- 
the  raw  material  from  which  Qiis  key  gas  the  Senator  has  sp"'-' 
about  is  ultimately  derived.     I  know  that  diuin^  the  war  we  ud«:-' 
stood  that  the  Germans  were  making  a  terrible  gas  which  wf. 
penetrate,  our  gas  masks  and  have  a  terrible  eflFect,  and  they  v'^ 
making  it  from  the  seed  of  some  rare  plant  in  Venezuela.    We  a'*-* 
wards  found  out  there  was  nothing  in  it.     But  still  it  was  »  ^i ' 
oeivable  at  that  time  that  a  coips  of  chemists  were  put  on  thf  tr. 
of  this  information  to  find  out  wnether  there  was  any  truth  m  n 

Senator  Sutherland.  To  what  branch  of  the  chVmical  inAvy 
wj:)\i\d  you  go  to  get  the  most  highly  skilled  chemists  in  the  w-* 
to-day,  if  you  were  looking  for  them  ? 

Mr.  Ragsdale.  I  think  that  would  provoke  interprofessional  str*- 

Senator  Sutherland.  I  want  to  get  your  opinion  about  it. 

Mr.  Ragsdale.  I  do  think,  though,  that  the  dyestuff  indu-t- 
requires  chemists  of  as  great  ability  as  any  other  phase  of  the  p»»f  »r 
chemical  industry. 

Senator  Sutherland.  Have  you  any  knowledge  as  to  whew  ' 
Germans  drew  most  largely  for  their  cnemical  skill  with  referenr*  • 
the  manufacture  of  these  noxious  gases  that  they  used  ? 

Mr.  Ragsdale.  Of  course,  the  dyestuff  industry  played  a  !?t' 
proportion  of  the  German  chemical  industry  than'  it  dii  with  t> 
does  with  us  now. 

Senator  Sutherland.  That  is  only  due  to  the  fact  that  our  -'  • 
stuff  industry  is  comparatively  undeveloped? 

Mr.  Ragsdale.  Yes,  sir;  so  that  it  would  be  natural  that  a  kv " 

{)roportion  of  the  chemists  whose  activities  were  diverted  to  mili*  " 
ines  should  come  from  the  dyestuff  industry  than  did  obtain  in  f  • 
country. 

Senator  Smoot.  Who  were  the  men  who  actually  worked  out 
formulae  for  the  poisonous  gases  used  by  America  in  warfare  i 

Mr.  Ragsdale.  The  actual  formulae,  or  more  properly  speali-* 
analyses  of  the  gases  which  we  originally  used  came  from  abri-? 
Our  agents  and  officers  sent  us  that  mformation. 

Senator  Smoot.  Did  they  come  from  the  dyehouses  or  rhw? 
concerns  or  from  officers  of  the  French  or  English  armies  i 

Mr.  Ragsdale.  The  two  gases  used  most  largely,  being  ph<»^" 
and  chlorpicrin,  were  used  by  the  Germans,  and  phosgene  *' 
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ilorpicrin  were  known,  although  sparingly  known,  in  this  country; 
id  tlien  it  devolved  upon  us  to  work  out  a  process  for  the  manu- 
cture  of  these  in  the  United  States. 

Senator  Smoot.  You  mean  the  officers  of  the  Army  ? 

Mr,  Haosdale.  I  mean  the  officers  of  the  Army. 

Senator  Smoot.  And  did  they  work  that  out  ? 

Mr.  Kaqsdale.  They  worked  the  process  out  by  themselves,  and 
le  phosgene  was  first  produced  at  the  plant  of  the  Oldbury  Chemical 
o.  at  Niagara  Falls. 

Senator  Smoot.  Was  that  produced  before  we  went  into  the  war  ? 

Mr.  Raosdale.  I*  think  it  was  shortly  afterwards. 

Senator  Smoot.  You  did  not  furnish,  then,  our  allies  with  any 
hosgene  ? 

Mr.  Ragsdau:.  We  did  not,  sir. 

Senator  McLean.  You  mean  that  the  military  men  worked  out  the 
^rmulae ! 

Mr.  Ragsdale.  I  mean  those  chemists  who  were  thrown  into  the 
nilitary  service  worked  out  those  formulae.     They  were  not  difficult. 

Senator  McLean.  They  had  the  benefit  of  the  experience,  of 
fourse,  of  the  chemists  of  the  Allies  ? 

Mr.  Ragsdale.  They  were  trained  chemists.  We  had  the  formulae 
or  both  chlorpicrin  and  phosgene  worked  out  and  production  methods 
irawTi  up  before  we  had  any  information  from  abroad. 

Senator  Jones.  Those  gases  used  in  that  warfare  were  known  gases 
>ef ore  the  war,  were  they  ? 

Mr.  Ragsdale.  Yes,  sir;  they  were  recognized.  Phosgene  had 
been  used  in  the  dye  industry  and  is  still  used  in  the  dye  mdustry. 
I  do  not  know  any  commercial  use  for  chlorpicrin.  There  is  one  or 
two  uses,  but  I  am  not  acquainted  with  them. 

Senator  Jones.  Then,  there  was  no  discovery  of  a  new  gas  for  the 
war? 

Mr.  Ragsdale.  I  was  going  to  continue  my  argument,  that  after 
the  Chemical  Warfare  Service  was  created  and  Gen.  Sibert  was 
put  in  charge  of  that  as  a  separate  service,  my  further  connection 
with  it  was  purely  one  of  personal  interest,  and  I  followed  it  as  closely 
as  1  could  as  an  interested  audience  rather  than  actually  participating 
in  their  activities.  So  that  I  am  not  thoroughly  familiar  with  the 
developments  which  came  just  prior  to  the  armistice.  I  understand 
these  developments  were  very  praiseworthy,  and  that  the  work 
which  had  been  inaugurated  earlier  had  come  to  some  fruition.  But 
1  can  not  speak  of  the  newer  gases. 

Senator  La  Follette.  May  I  ask  your  opinion  of  this  statement  ? 
Dr.  Reese,  director  of  the  E.  I.  du  Pont  Co.,  said,  before  the  annual 
convention  of  the  Cotton  Manufacturers'  Association,  May,  1918 — I 
quote: 

There  has  also  been  much  talk  in  the  papers  with  regard  to  the  wonderful  advantage 
Germany  had  on  account  of  her  extensive  dye  industry,  in  that  she  could  immediately 
tvun  all  the  great  dye  plants  into  munition  factories. 

1  do  not  consider  that  the  presence  of  the  factories  themselves  wds  a  matter  of  verv 
great  importance  to  the  Germans.  It  might  have  been  an  important  factor  in  a  small 
war,  but  the  requirements  for  this  great  war  have  been  such  that  their  mere  existence 
have  been  a  very  small  factor. 

What  do  you  think  of  that  statement  ? 


882  TARIFF — ^DYBS  BMBABOO. 

Mr.  Raosdale.  I  could  not  very  well  contradict  it,  because  it  wis 
practically  the  argument  on  which  I  based  mv  request  to  have  fuiKb 
appropriated  for  the  Edgewood  Arsenal,  that  even  the  chemieil 
inoustries  of  this  country  were  not  adequate  to  take  care  of  die 
enormous  needs  for  chemicals  as  I  then  foresaw  them;  and  I  think 
that  was  unquestionably  true  of  Germany,  although  Germaaydid 
more  intensive  developing  in  an  industrial  way  than  we  did.  What 
I  mean  is,  with  the  capacity  for  minuteness  that  the  Germans  unqaes- 
tionably  have,  they  could  go  into  a  garage  and  make  munitioDi 
We  are  not  psychologically  so  situat^;  when  we  want  to  nuke 
munitions  we  nave  to  nave  the  proper  plant  and  'appliances,  and  we 
have  to  do  it  right.  So  that  in  Germany  I  think  they  utilized  their 
small  plants  to  far  greater  advantage  than  we  did. 

Senator  La  Follette.  Mr.  Ragsdale,  do  you  think  you  can  get 
through  your  testimony  to-night,  or  do  you  prefer  to  go  on  to-morrowt 

Mr,  Ragsdale.  Yes,  sir;  I  think  I  can  finish  this  evening.  I  hife 
prepared  nothing  for  this  committee.  I  was  merely  requested  to 
come  up  here  to  give  the  committee  the  benefit  of  my  information. 

Senator  La  Follette.  If  he  has  finished,  that  is  all. 

Senator  Sutherland.  Which  of  those  gases,  phosgene  or  (to- 
picrin,  do  you  consider  the  most  efficacious? 

Mr.  Ragsdale.  Phosgene  is  unquestionably  the  most  deadly 
material  there  is. 

Senator  Sutherland.  That,  you  say,  was  used  largely  in  the 
developing  of  the  dye  industry,  was  it  not  ? 

Mr.  Raosdale.  Yes,  sir;  that  was  known  in  the  dye  industry  and 
used  in  the  dye  industry. 

Mr.  Metz.  Sixty-four  tons  were  used  last  year  in  Germany. 

Senator  Sutherland.  But  they  had  to  study  that  gas  I 

Mr.  Ragsdale.  Yes,  sir.  We  found  people  in  this  coimtry  ^ 
knew  how  to  make  phosgene,  but  they  did  not  know  how  to  mab 
it  at  the  rate  of  40  tons  a  day.  That  was  the  problem  which  con- 
fronted us.     We  could  make  3  tons  a  day  at  Niagara  Falls. 

Senator  Sutherland.  If  you  had  not  known  about  the  gas  and 
how  to  make  it,  you  could  not  have  made  it  even  in  small  quantitieaf 

Mr.  Ragsdale.  No,  sir;  and  naturally  much  less  a  large  quantity. 

Senator  La  Follette.  I  think  that  is  all.  Colonel.  Mr.  Qui^ 
man,  I  desire  to  mtroduce  into  the  record  at  this  point  extract* 
from  the  address  of  Dr.  Reese,  from  which  I  just  read,  and  also  a 
quotation  from  the  United  States  Department  of  Conmierce,  and 
also  a  statement  made  by  Dr.  B.  C.  Hesse, .an  eminent  American 
chemist  before  the  Franklin  Institute,  November  6,  1919,  and  I 
hand  it  to  the  reporter. 

The  Chairman.  The  statement  will  be  printed  as  requested. 

(The  matter  referred  to  and  submittea  by  Senator  La  Follette 
is  here  printed  in  full,  as  follows:) 

Dr.  Reese,  direotor  of  K.  I.  du  Pont  de  Nemours  &  Co.,  said  before  the  ann*^ 
convention  of  the  Cotton  Manufac^turers'  Association  iA  May,  1918: 

"There  has  also  been  much  talk  in  the  papers  with  rep:afd  to  the  wonderful  ad>"tt- 
tage  Germany  had  on  account  of  her  extensive  dye  industry,  in  that  she  could  imffl** 
diatelv  turn  all  the  great  dye  plants  into  munition  factories. 

"  I  do  not  consider  that  the  prc^soiice  of  the  factories  themselves  was  a  matter  of  v«!J 
great  importance  to  the  (icrnians.  It  might  have  been  an  important  factor  in  asinili 
war,  but  the  recjuirements  for  tliis  great  war  have  been  such  that  thw  mere  exiirtewt 
must  have  been  a  very  small  factor. 
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However,  the  real  aesistance  that  Germany  obtained  from  the  existence  of  theee 
actories  came  from  the  chemical  organizations  which  tiiey  maintained.  As  this  war 
tae  become,  in  a  sense,  a  chemical  war,  these  chemical  organizations  in  the  Gennan 
actories  have  been  able  to  assist  the  Government  very  materially  in  its  prosecution. 
''Now,  what  were  the  conditions  in  this  country?  There  was  no  dye  industry  of 
.ny  great  magnitude,  but  there  was  a  well-oi^nized  explosive  industry  with  a  well- 
•r^nized  chemical  organi7ation.  I  might  sav  that  at  tne  beginning  of  the  war  the 
lu  Pont  Co.  had  in  the  neighborhood  of  400  chemists  in  their  employ,  many  of  whom 
^ere  functioning  along  the  lines  above  indicated. 

^'The  fust  effect  of  the  Great  War  was  to  call  upon  this  organization  to  meet  prob- 
ems  which  seemed  to  be  almost  as  insolvable  as  those  presented  by  the  dye  situation, 
inoe  many  of  the  raw  materials  necessary  for  the  manufacture  of  munitions  had  been 
lecured  in  Europe,  just  as  the  dyes  had  been. 

''This  organization,  however,  was  able  to  meet  the  situation  in  such  a  short  time 
hat  the  want  of  these  materials  did  not  occasion  a  dav's  delay  in  the  production  of 
Xk^'der.  One  of  these  materials,  diphenylamine,  which  is  an  intermediate  in  the 
nanufacture  of  dyestuffs,  was  produced  on  a  large  scale,  and  three  separate  and  dis- 
inct  processes  were  developed  for  its  production.  Dimethylaniline,  another  dye 
intemtiediate,  was  necessary  for  the  production  of  tetranitromethylaniline,  commonly 
::alled  tetrvl,  and  had  to  be  produced,  and  a  satisfactory  process  for  its  production  was 
developed  in  ample  time,  as  well  as  for  the  production  of  tetryl. 

''These  accomplishments  gave  courage  and  con^dence  to  the  chemists  of  the  du 
Pont  Co.,  and  from  the  fact  that  this  organization  was  manufacturing  and  using  all  of 
the  basic  raw  materials  necessary  for  the  manufacture  of  dyes,  namely,  sulphuric 
acid,  nitric  acid,  benzol,  toluol,  zylol,  naphthalene,  nitrobenzol,  aniline,  and  picric 
acid,   it  was  p^ectly  natural  to  consider  the  possibility  of  entering  this  great 
induHtrv." 
The  tlnited  States  Department  of  Commerce  in  its  report  for  October,  1920,  says: 
"  With  the  return  of  peace  it  is  e>'ident  that  whatever  the  demand  for  dyes  made 
in  Germany  mav  be,  that  country  will  never  regain  its  lost  supremacy  in  the  world 
trade  in  dvestuffs.    ♦    *    *    The  United  States  has  abundant  coal  to  supply  the  raw 
materials  for  making  aniline  dyes.    Private  capital  has  been  supplied  as  fast  as  it 
could  be  utilized  in  establishing  scores  of  fac tones  and  in  training  skilled  operatives 
and  c  hemists  for  actual  and  experimental  work  on  a  Iskrge  scale.    There  has  been  an 
inrrea^ing  tendency  since  1916  to  centralize  or  consolidate  the  domestic  enterprises 
in  order  to  cut  overhead  expense,  utilize  all  by-products,  and  reduce  the  price  of 
finished  dyes.    This  has  not  only  increased  production  but  has  developed  the  for- 
eign trade,  as  shown  by  the  wide  distribution  of  American  aniline  dyes  exported  in 
the  calendar  years  of  1918  and  1919.    *    *    *    The  world-wide  shortage  of  dyestuffs 
and  the  growing  demand  for  both  quality  and  variety  of  such  materials  offer  every 
opportunity  to  extend  the  foreign  market  for  American  colors.    *    *    *    Germany, 
it  18  now  conceded,  t^dll  not  be  the  strenuous  competitor  she  was  formerly  in  the 
forei^  trade.    Switzerland  is  the  only  country,  other  than  the  United  States,  now 
making  aniline  colors  sufficient  to  meet  its  own  requirements  and  able  to  export  on 
a  large  scale,  and  the  Swiss  are  dependent  on  other  countries  for  the  raw  materials.'* 
Dr.  6.  C.  Hesse,  an  eminent  American  chemist,  thoroughly  familiar  with  the  situa- 
tion, who  was  chairman  of  a  committee  of  the  American  Chemical  Society  in  1916 
which  made  recommendation  for  protec  tive  rates  very  similar  to  those  finally  approved 
in  the  present  Hill  bill,  and  who  is  now  an  advocate  of  licensing,  said  before  the 
Franklin  Institute  on  November  6,  1919: 

"  To  particularize:  In  the  explosives  industry  the  coal-tar  portion  is  very  simple,  the 
testing  out  of  new  produc  ts  very  complex  and  detailed;  hence  the  invention,  develop- 
ment, and  manufacture  of  explosives  from  coal-tar  materials  is  properly  wholly  an 
affair  of  the  explosives  industry,  so  highly  and  efficiently  productive  ana  progressive 
with  us  and  not  of  the  still-to-be-rreated  aye  industry.  The  invention,  development, 
and  distribution  of  photographic  chemicals  properly  belong  to  the  photograpnic  in- 
dustry, mow  and  for  a  long  time  past  so  well  developed  with  us,  ana  their  manufac- 
ture belongs  to  our  well-aeveloped  organic  and  fine  chemical  industry  and  not  to 
the  infant  aye  industry. 

"The  discovery  of  new  synthetic  remedies  is  properly  the  function  of  the  many 
medical  institutes  and  schools  of  research  in  this  country;  they  can  be  manufactured 
by  our  organic  and  fine  che^uical  industry,  helped  out  by  our  large  pharmaceutical 
Stories  and  distributed  by  the  latter;  synthetic  flavors  and  perfumes  have  for  years 
been  successfully  made  here  at  a  number  of  establishments,  and  they  have  also  con- 
ducted much  of  the  research  in  this  Held;  there  is  no  reason,  compelling  or  otherwise, 
why  the  struggling  dye  makers  should  share  their  work.  In  the  manufacture  of 
toiic  and  like  gases  for  military  purposes,  whose  invention  and  development  belong 
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to  the  Chemical  Warfare  Service,  the  largest  single  material  involved  and  ml  tk»  mt.  - 
time  the  one  most  difficult  to  transport  is  chlorine,  which  in  1914  was  iianiiaU>  =a 
in  23  different  factories  in  this  country,  and  in  an  amount  apTOoximatizii^  65.0iii  ^^ 
annually,  while  during  the  war  we  made  a  total  of  but  12,000  tons  of  tozic-«i«  i*. 
matemals;  their  manufacture,  therefore,  e^ould  be  linked  up  with  our  gmo^  cil  n 
industry. 

'^The  coal-tar  materials  needed  in  any  or  all  of  these  arts  of  peace  are,  and  Li  • 
been,  obtainable  if  we  only  wanted  them,  in  any  needful  quantity  and  quality.  wJi 
out  in  any  way  calling  upon  the  dye  maker  for  them,  their  total  requiremcai  t»^. 
under  300  tons  per  year.    For  each  of  l^ese  important  collateial  devek>pmcgfii  » 
have  domestic  industrial  points  of  attachments  and  growth  of  Ions  and  finaly  ^t^ 
Ushed  competitive  ability;  would  it  not  be  the  very  height  of  f<Mly  to  ignoffv*  t^«'.. 
and  to  stake  our  entire  future  in  these  fields  wholly  upon  the  dye  industry,  vt  - 
future  with  us  is  by  no  means  established?    I  am  thoroughly  convinced  that  a    ". 
can  serioiisly  or  for  long  take  any  other  view  than  the  forgoing;  we  can  8urel>  ia 
all  of  these  other  industries  in  the  hi^est  ix)ssible  state  of  efficiency  if  we  aiil>  v_ 
whether  we  have  a  dye  industry  or  not.    That  we  should  have  our  own  mip^' 
dyes  is  the  only  reason  for  having  a  domestic  dye  industry.    The  war  itaell  pcov«<  *.l» 
conclusively  and  beyond  question.'' 

The  Chairman.  The  committee  will  now  stand  adjourned  ur* 
to-morrow  morning  at  10.30  o'clock.     The  witnesses  are  excused. 

(Thereupon,  at  5.30  o'clock  p.  m.,  the  committee  adjourned  t 
meet  to-morrow,  August  10,  1921,  10.30  o'clock  a.  m.) 
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WEDNESDAY,  AVaUST  10,  1921. 

United  States  Senate, 
Committee  on  Finance, 

Washingtony  D,  C. 

The  committee  met  at  2  o'clock  p.  m.,  Hon.  Boies  Penrose  presid  ng. 

Present:  Senators  Penrose  (chauman),  Smoot,  Dillingham,  La  FoT- 
ette,  Watson,  and  McLean. 

Present  also:  Hon.  Hiram  W.  Johnson,  Senator  from  California, 
ind  Hon.  Samuel  M.  Shortridge,  Senator  from  California. 

(At  the  reouest  of  Senator  renrose,  Senator  Smoot  took  the  chair, 
ind  Senator  Penrose  withdrew  from  the  hearing  room.) 

Senator  Smoot.  We  will  hear  you,  Mr.  Tucker. 

STATEMENT  OF  T.  C.  TIJCKEB,  MANAGEB  OF  THE  GALIFOEHIA 
ALMOVD  GBOWEBS'  EXCHAHOE,  SAH  FBANCISCO,  CALIF. 

Senator  Smoot.  Will  you  give  your  name  and  address  and  whom 
you  represent  ? 

Mr.  Tucker.  T.  C.  Tucker;  I  am  manager  of  the  California  Almond 
Growers'  Exchange  and  my  address  is  San  Francisco.  I  represent 
the  California  Almond  Growers'  Exchange. 

Senator  Smoot.  You  may  have  15  mmutes,  Mr.  Tucker,  and  you 
may  file  any  brief  that  you  desire. 

Mr.  Tucker.  I  first  want  to  express  my  appreciation  of  your  cour- 
tesy. I  would  not  have  asked  for  this  opportunity  to  appear  before 
you  had  it  not  been  very,  very  necessary  that  I  return  home,  for  the 
reason  that  our  crop  is  coming  in  at  the  present  time  and  my  duties 
as  manager  call  upon  me  to  finance  ana  handle  and  sell  the  crop. 
Therefore  I  had  the  choice  of  asking  to  be  heard  at  this  time  or  of 
going  home  without  being  heard. 

I  want  to  thank  you  for  the  courtesy  which  you  have  extended.  It 
is  indeed  appreciated. 

Briefly,  the  California  Almond  Growers'  Exchange  is  a  nonprofit 
association  of  growers,  representing  about  85  per  cent  of  the  almond  • 
crop.    Its  membership  is  very  nearly  4,000.     We  have  more  than  a 
hundred  thousand  acres  of  alnionds  planted,  mostly  nonbearing.     Our 
investment  is  something  over  $50,000,000. 

Cdifomia  has  been  producing  almonds  for  many  years  commer- 
cially, but  only  in  a  limited  way  until  the  last  few  years.  Prior  to 
1919  the  average  annual  production  of  almonds  in  California  was 
about  2,000  tons.  In  1919  the  production  was  7,500  tons  and  in  1920 
approximatelv  6,000  tons.  Practically  all  of  our  crop  prior  to  1919 
was  marketed  as  almonds  in  the  shell. 
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Senator  Watson.  Where  is  your  competition  ? 

Mr.  Tucker.  Our  competition  is  from  Spain  and  Italy,  prinirpiL- 
from  the  Mediterranean  countries. 

Senator  Watson.  Do  you  know  about  the  difference  in  pnMiu«  \  ■ 
costs,  generally  speaking  ? 

Mr.  Tucker.  Yes,  sir. 

Senator  Smoot.  Is  that  in  your  brief  ? 

Mr.  Tucker.  It  will  be;  jes,  sir. 

Senator  Johnson.  State  it  generally,  because  you  will  occupy  t  n-- 
turning  in  your  brief  to  the  figures. 

Senator  Watson.  I   thought  he   could  just  state  generally   • 
situation. 

Mr.  Tucker.  In  1920,  not  including  interest,  the  cost  of  prrxlu*-:  ' 
in  California  was  14.3  cents  per  pound,  and  in  Europe  it  was  3J»  »-••'•? 
per  pound. 

Senator  Smoot.  Shelled  or  unshelled  ? 

Mr.  Tucker.  That  is  based  on  the  unshelled  almonds.  The  diff--- 
ence  is  10.7  cents  a  pound.  That  does  not  include  interest  cm  erl*' 
land  or  capital  invested  in  orchards  or  equipment.  That  repre^-r*- 
the  actual  out  of  pocket  cost  for  the  production  of  almonds. 

Senator  Watson.  Can    you    answer    another    question    quirk!' 
What  is  the  American  consumption  and  what  proportion  do  }   . 
supply  ? 

Mr.  Tucker.  At  the  present  time  we  supply  from  20  to  25  per  o^*  * 
of  the  American  consumption.  Our  bearing  is  sufficient  to  supp' 
the  normal  demand  of  the  United  States. 

I  want  to  bring  out  this  point  right  here,  that  the  ^eat  demand  :' ■• 
almonds  in  this  country  is  for  sh3led  almonds.  Eighty  per  cen:  •  * 
the  money  spent  for  almonds  is  for  shelled  almonds,  and  this  ^Vmen^^* 
market  for  shelled  almonds  is  absolutely  monopolized  at  the  preMfr.: 
time  by  the  importers. 

Senator  Smoot.  Have  you  as  good  machinery  for  the  shellinjr  ' 
them  as  they  have  in  Europe  ? 

Mr.  Tucker.  In  Europe  almonds  are  shelled  under  the  mosl  pn-- 
itive  conditions,  without  machines,  by  hand,  by  old  women  ^^ 
children,  at  night.  In  California  we  have  invented  and  matie  home- 
made machinery  which  answers  our  purpose  fairly  well  on  which  » • 
will  make  other  additions  and  experimentations  and  improvemef* 
In  California  the  shelling  of  almonds  must  be  handled  by  marhinrr 
because  of  the  labor  situation. 

wSenator  Watson.  What  were  your  imports  last  year  i 

Mr.  Tucker.  The  imports  last  year  of  almonds  were  al»«  * 
25,000,000  pounds. 

Senator  Watson.  Shelled  or  unshelled  ? 

Mr.  Tucker.  Shelled  and  unshelled,  both.     In   1919.  und*»r    * 
most  prosperous  marketing  conditions  in  .\jnerica,  the  importAt. 
of  almonds  was  35,490,000  pounds. 

Senator  Watson.  Do  they  raise  almonds  anywhere  in  the  Inr 
States  except  in  California  i 

Mr.  Tucker.  Only  in  California  commercially. 

Senator  Watson.  (\)uld  you,  if  properly  protected,   supply  t. 
entire  American  demand  i 

Mr.  Tucker.  When  our  present  acreage  is  bearing. 
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Senator  Smoot.  What    percentage    of   your    present    acreage    is 
'aring? 

Mr.  Tucker.  I  would  judge  that  less  than  one-fourth  of  the  present 
ireage  is  bearing  at  the  present  time. 

Senator  Watson.  Now,  let  me  ask  you  this,  Mr.  Tucker.     Para- 
■aph  754  of  the  bills  says: 

Almonds,  not  ehelled,  4  cents  per  pound;  shelled,  12  cents  per  pound. 

Is  that  the  proper  proportion  ? 
Mr.  Tucker.  Yes,  sir. 

Senator  Watson.  Are  you  satisfied  with  those  rates  ? 
Mr.  Tucker.  No,  sir. 
Senator  Watson.  What  do  you  want  ? 
Mr.  Tucker.  Five  and  fifteen. 

Senator  Johnson.  Are  those  rates  absolutely  essential  for  the  pro- 
ection  of  that  industry,  Mr.  Tucker  ? 

Mr.  Tucker.  Absolutely,  Senator.  And  I  want  to  say  this,  that 
a  basing  a  request  for  a  rate  of  5  and  15  originally  we  selected  the 
ainimum  under  which  we  felt  we  could  go  ahead  and  develop  this 
business  along  the  lines  that  would  go.  Statistics  show  that  the 
ictual  difference  in  the  cost  of  production — and  that  is  allowing 
verything  in  favor  of  the  European — is  8  cents  a  pound  on  almonds 
lot  shelled  and  relatively  24  cents  a  pound  on  shelled  almonds, 
rhat  is  taking  the  highest  rates  of  wages,  etc. 

We  have  taken  the  cost  of  labor  in  Spain,  the  cost  of  labor  in  Italy, 
md  yet  there  are  countries  in  Europe  that  are  producing  almonds 
x-here  the  labor  problem  is  easily  solved. 

I  just  want  to  point  out  that  we  had  a  gentleman  in  our  office 
ibout  a  vear  ago  from  Palestine.  Palestine  has  been  producing 
ilmonds  for  centuries.  I  asked  this  man,  '^How  much  do  you  pay 
your  help,  how  much  money?''  He  said,  ^^ Wd  don't  pay  them  any 
money.  We  give  them  permission  to  eat  of  the  fruits  of  the  planta- 
tion. '*Don  t  you  give  them  any  money  to  buy  shoes  or  anything 
else  of  that  kind?"  ^*No;  they  would  not  know  what  to  do  with  a 
pair  of  shoes." 

In  Spain  labor  at  the  present  time  is  from  25  to  35  cents  a  day. 
Freight,  aa  will  be  brought  out  in  our  brief,  varies.  It  is  one-fourth 
or  one-third  of  our  freignt. 

Senator  Johnson.  The  almond  people  feel  that  they  may  have 
blundered  in  stating  the  original  rates  m  the  House  at  5  and  15,  be- 
cause they  fixed  the  very  least  possible  rate  on  which  they  could 
live.  They  asked  5  and  15,  but  if  they  had  done  like  most  industries 
have  done,  asked  more  than  the  very  least  possible  rates  upon  which 
they  could  live,  they  might  have  been  reduced  and  they  might  have 
received  the  5  and  15. 
Is  that  the  way  the  almond  people  feel,  Mr.  Tucker? 
Mr.  Tucker.  That  is  correct. 

Senator  Johnson.  What  is  happening  to  your  groves  ? 
Mr.  Tucker.  I  want  to  say  at  this  time,  Senator — naturally,  I 
will  think  of  a  lot  of  things  after  I  am  out — that  we  have  at  the 
present  time  a  large  percentage  of  our  1919  crop  unsold;  1919,  as 
you  know,  was  the  most  prosperous  business  year  in  this  country. 
The  1919  importations  were  the  heaviest  we  have  had,  being  an  in- 
crease of  nearly  700  per  cent  over  a  period  of  some  15  years.     Re- 
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TARIFF-DYES  EMBARGO  AND  AMERICAN 

VALUATIONS. 


WBDNESDAY,  AUGUST  10,  1921. 

United  States  Senate, 
Committee  on  Finance, 

Washington^  D.  C, 

The  committee  met,  pursuant  to  adjournment,  at  2.30  o'clock  p. 
1.,  in  room  312,  Senate  Office  Building,  Hon.  Reed  Smoot  presiding. 

Present:  Senators  SmoOt  (acting  chauman),  McCumber,  La  FoUette 
Hllingham,  McLean,  Watson,  Calder,  Sutherland,  and  Jones. 

Present  also.  Senator  Edwin  F.  Ladd,  of  North  Dakota. 

Senator  Smoot.  Senator  Ladd,  the  committee  would  be  very  glad 
o  kear  vou  on  the  Question  of  the  embargo  on  dyestuffs.  Kindly  give 
^our  full  name  to  tne  reporter. 

STATEMENT  OF  SENATOB  EDWIN  FBEEHONT  LADD,  OF 

NORTH  DAKOTA. 

Senator  Ladd.  Mr.  Chairman  and  members  of  the  committee,  I 
dimply  desire  to  come  before  the  committee  and  record  my  interest 
Ji  American  organic  chemistry  and  the  chemical  industry  in  this 
country.  For  nearly  40  years  I  have  been  engaged  as  a  researcher 
uid  chemist,  and  in  chemical  laboratories  as  a  teacher.  I  have  seen 
in  the  past  the  need  of  building  up  organic  chemistry,  which  has  not 
been  made  possible  because  of  the  fact  that  the  Germans  had  appar- 
ently complete  control  of  the  manufacturing. 

I  feel  that  if  England  and  France  and  Italy  and  Japan  found  it 
necessary  to  place  an  embargo  on  dyes  for  a  certain  length  of  time, 
those  that  are  made  in  those  coimtries  and  to  aflford  protection  to 
those  that  are  needed  to  build  up,  the  United  States  ought  to  do  the 
same  thing.  I  do  not  feel  that  it  is  likely  that  a  tariff,  however  high 
it  may  be  placed,  will  enable  the  oi^amc  chemical  industry  of  this 
country  to  develop  as  we  hope  for. 

I  have  heard  considerable  and  read  considerable  on  the  question 
of  a  monopoly  in  the  dye  industry.  I  doubt  very  much  that  that  is 
true  in  any  true  sense  of  the  word,  but  if  there  is  to  be  a  dye  mo- 
nopoly I  would  rather  see  it  in  the  hands  of  the  American  manufac- 
turers, where  they  can  be  controlled  by  Congress  and  the  American 
people,  rather  than  in  the  hands  of  foreigners.  I  think  we  can  render 
a  distinct  service  at  this  time  to  chemistrv  and  to  the  industries  of 
this  country  by  protecting  tJhe  organic  cnemical  industry  and  the 
dye  industry,  to  furnish  means  of  training  our  young  men  who  are 
graduates  of  educational  institutions  in  chemistry  lor  work  along 
tte  lines  and  in  the  lines  necessary  for  development  in  this  country. 
If  we  are  to  be  drawn  into  another  war  at  any  time  it  seems  to  me 
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that  we  will  be  in  a  very  poor  position  unless  our  organic  chem!>  - 
and  our  institutions  for  manufacturing  organic  materials  of  all  tIa.^—  • 
are  well  protected. 

I  do  not  know  that  I  have  anything  more  to  say.  I  simply  d**  - 
to  place  myself  on  record  in  connection  with  this  question. 

Senator  Smoot.  Have  you  studied  the  cjuestion  as  to  whether  • 
amount  of  dyestuffs  that  are  being  made  in  this  coimtry  can,  ir/:  ■ 
reasonable  protection,  compete  with  Germany  or  any  other  coiir/~ 
in  the  worm  ? 

Senator  Ladd.  I  have  not  to  that  extent,  because  I  have  not  c 
into  that  phase  of  it. 

Senator  Smoot.  If  there  were  90  per  cent  of  all  of  the  dve?  p:l 
in  the  United  States  consumed  in  the  United  States,  would  you  f  ■ 
that  we  ought  to  put  an  embargo  on  all  of  it,  and  particulaHr  *  ; 
an  embargo  as  we  nave  in  this  bill,  an  embaigo  on  tne  goods  tfca*  -« 
do  make  enough  of  and  not  on  the  goods  that  we  do  not  ir.j- 
enough  of  ? 

Senator  Ladd.  That  would  be  a  difficult  matter  to  say  with- 
knowing  what  particular  ones  they  are.     If  we  made  90  per  ren* 
all  the  dyes  sold  in  this  country  and  needed  in  this  country  tf--- 
might  not  be  the  necessity  for  an  embargo;  but  I  question,  at  i-.* 
in  my  own  mind,  whether  that  is  true  when  j'-ou  take  into  ccm*"i  • 
ation  all  the  types  of  dyes  and  all  the  dye  preparations. 

Senator  Smoot.  If  the  dye  manufacturers  themselves  would  t^t : 
to  that  you  would  think  it  was  all  right,  would  you  not  i 

Senator  Ladd.  If  they  testify  to  tnat  and  it  covers  some  of  •• 
information  I  heard  while  I  was  here  I  would  not  want  to  arr^ p: 
on  that  basis,  I  will  say;  but  my  understanding  is  that  the  vat  lU  * 
are  not  very  generally  made  in  this  country. 

Senator  Smoot.  Hardly  any  of  them  are.     That  is  the  10  per  f»* 

Senator  Ladd.  The  (Question  is  whether  those  other  crre*  •  • 
compete  against  the  foreign  dyes  if  they  are  not  protected. 

Senator  S^tooT.  We  are  exporting  $32,000,000  worth. 

Senator  Ladd.  Have  we  not  decreased  that  amount  verymatt'na. 
during  the  past  six  months  ? 

Senator  Smoot.  No.  In  1920  there  was  nearly  50  per  cent  ir.  - 
than  in  1919.     In  1919  there  was  50  per  cent  more  than  in  19lv. 

Senator  Ladd.  How  about  the  first  six  months  of  1921  ? 

Senator  Smoot.  We  have  not  that  report  yet. 

Senator  Dillingham.  And  that  was  under  an  embargo. 

Senator  Ladd.  The  understanding  is  that  it  has  very  mati^r.i' 
decreased  during  1921.     I  am  not  in  position  to  say  that. 

Senator  Smoot.  If  it  has  not,  it  has  not  followed  everything  fl*^  ' 
the  world,  because  everything  else  has  decreased,  whether  enibarr» 
or  not.     I  think  you  can  not  take  a  manufactured  product  in  •• 
United  States  but  what  has  decreased  in  manufacture  and  «b»"  '^ 
consumption  and  in  the  exportation  of  it. 

Senator  Ladd.  I  am  not  sure  as  to  that.  I  would  have  to  look  ■.: 
the  data  on  some  of  those  points.     I  agree  with  you  in  general. 

Senator  McLean.  You  think  that  protecting  and  eneaunc^^ 
experiments  in  industrial  chemistry  are  very  important,  do  y . 
not.  Senator  ? 

Senator  Ladd.  I  certainly  do.  I  consider  them  one  of  the  in  »• 
important  things  in  this  country. 
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Senator  McLean.  You  look  upon  that  as  not  only  the  key  industry 
it  it  is  rather  the  master-key  industry  ? 

Senator  Ladd.  It  certainly  is,  and  a  lar^e  share  of  the  oi^nic 
reparations  used  in  the  chemical  laboratories  are  not  to  be  had  in 
lis  countiT  except  by  importation. 

Senator  McLean.  There  is  no  limit  to  the  possibilities  of  accom- 
iishment  in  chemistry,  is  there? 

Senator  Ladd.  No,  sir.  If  there  were  the  same  protection  and  tlio 
ime  encouragement  through  means  of  employing  our  young  men  in 
?search.  laboratories,  the  United  States  could  go  iforward  very 
ipidly,  and  has  gone  forward  because  of  the  protection  it  has  had 
uring  the  period  of  the  war. 

Senator  McLean.  You  do  not  think  it  is  worth  while  to  tako 
hances  in  an  industry  of  that  importance  ? 

Senator  Ladd.  Not  by  any  means.  I  would  rather  see  a  monopoly 
1  this  country  than  to  take  any  chances  on  it. 

Senator  McLean.  I  agree  with  you. 

Senator  Ladd.  I  thanK  you,  Mr.  Chairman. 

STATEMENT  OF  NATHANIEL  VAN  DOEEN,  CUSTOMS  AGENT 
OF  THE  UNITED  STATES  TSEASUBT  DEPARTMENT,  PORT 
OF  MEW  TORK. 

Senator  Smoot.  What  is  your  present  occupation  ? 
Mr.   Van  Doren.  I  am  a  customs  agent  of  the  United  Stat^.8 
Freasury  Department,  at  the  port  of  New  York. 
Senator  Smoot.  How  long  have  you  been  in  the  service  i 
Mr.  Van  Doren.  I  have  oeen  in  the  service  since  1901  in  variourt 
positions.     I  was  out  during  the  war  and  returned  after  the  armistice 
was  signed. 
Senator  Smoot.  Ar^  you  an  appraiser  ? 

Mr.  Van  Doren.  I  am  not,  sir.  I  am  one  of  the  officers  employed 
in  the  prevention  and  detection  of  fraud  upon  the  customs  revenue. 
The  duties  of  those  officers  are  not  confined  to  appraisement,  and,  in 
fact,  they  have  no  official  authority  to  appraise.  The  duties  are 
rather  supervisory  and  investigative. 
Senator  Smoot.  Have  you  ever  been  an  appraiser  J 
Mr.  Van  Doren.  I  have  not,  sir. 

Senator  Smoot.  Will  you  proceed,  Mr.  Van  Doren,  to  inform  the 
committee,  as  far  as  your  knowledge  goes,  as  to  whether  you  think 
that  the  American  valuation  can  be  adopted,  and,  if  so,  what  are  iti^ 
advantages  and,  if  not,  what  are  its  disaavantages;  and  if  you  care  to 
1  would  like  to  have  you  compare  the  American  valuation  system 
or  plan  with  that  which  is  now  in  v(^ue,  or,  in  other  words,  the 
foreign  valuation. 

Mr.  Van  Doren.  For  the  past  18  years  I  have  had  occasion  to 
observe  very  closely  the  operations  of  the  foreign  valuation  basis  for 
the  assessment  of  ad  valorem  duties.  During  most  of  that  time  f 
have  worked  at  the  port  of  New  York,  where  over  60  per  cent  of  the 
importations  into  this  country  are  received. 

There  ha.s  been  during  that  time,  under  my  personal  observation 
and  knowledge,  considerable  undervaluation  by  foreign  shippers,  umi 
in  some  cases  by  domestic  importers. 
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In  usina:  th*»  term  '' undervaluation '*  I  do  not  wish  to  be  up 
-C'M  ii  :is  saving  thsit  all  such  undervaluation  was  fraudulent.    T  •:• 
art?  nmnj  caches  wbifre  the  shipper  or  the  importer  state<l  the  « ti- 
the merchiunLdise  at  the  time  ot  purchase  or  at  the  time  the  con>.  .• 
in^'"irt?  va^^  pcvsented  for  certification,  and  the  actual  date  <»f  *  > 
men:.  bifL":^  subsequent  thereto,  there  came  about  a  change  in  w  . 
whir'i  r:<ul:«Hi  in  effect  in  an  undervaluation  and  possible  1«»- 
rvv^rii*  Ziii  the  inToice  statement  been  accepted. 

r^«f  f'^cvvz^  investigating  service  has  a  great  many  reports  sh*  »  , 
•i^.at  :'"e  i*Lrr:culiT  of  obtaining  the  actual  foreign  value  as  detin*- 
law-  rjioLx:^  ic  im^^ssihle  to  appraise  all  merchandise  at  its  true  f«'n  r 
v:ilu<?.     I:  has  inrtist  upon  the  appraiser  and  the  appraising  uc.   - 
tr*»  n^jr*  ssibiht y  for  passing  the  entries  at  the  best  value  th^y  • 
vx<ert:i:::e  upon,  and  the  result  is  that,  in  my  judgment,  nean^  . 
the  tr:::p«.^rt  entries  are  passed  as  entered;  and  where  passed  as  ent^r 
rv»  cuv^ii::-.^.  of  value  is  raised,  and  no  one  can  ever  know  the  an?'  . 
v*f  ur.^iervalualion  or  loss  of  revenue  that  is  the  result  of  that 

I  h^ve  been  pretty  closely  associated  with  appraising  officers  ir.  r 
variv>ife?  lines  oi  work,  and  f  know  they  are  a  highly  conscientious  .* 
able  Kxly  of  men.  I  know,  too,  that  in  many  cases  they  fall  natun. 
as  is  human,  into  the  habit  of  trusting  the  importers  with  whom  t; 
coni«k  in  daily  contact,  and,  by  such  contact,  learn  to  believe  ihr;.  - 
)K>lu^^u  lu  cases  of  that  kind  the  appraisers  almost  inevita* 
apuraise  the  imp<M*ter  and  not  the  merchandise. 

Thev  have  a  very  serious  task  before  them,  and,  on  the  whil^ 
think  It  is  performed  with  an  unusual  degree  of  success.     But  I  -' 
not  believe  that  the  Crovemment  receives  the  proper  measure 
ppi>ti\»tion  to  the  revenue  by  the  existing  system  which  th«»   r» 
vvntompiates. 

I  came  to  the  study  of  the  American  valuation  plan  with  an  't^* 
mind.  1  had  no  preiudices  one  way  or  another.  I  nave  examinf*d  v 
Ui^tag^  of  the  Foraney  bill  and  I  can  not  see,  as  a  man  with  eip**" 
ituv  in  customs  work,  any  insurmountable  obstacle  to  canyine  -. 
Its  j^vrvwisions,  provided  proper  preparation  is  made  before  th^  *  - 
Kh^uiu^  a  law. 

Si^UHtor  Watson.  Before   you   go   to   that.     You   were   talLrj 
abv'Ut    the  qualifications  and  character  of  those  representin^r  ' 
in*vt'^ii\mont  in  various  customs  offices.     Do  you  know  whethir  ■ 
n\^  thwio  men,  to  anv  considerable  degree,  consciously  or  nor*' 
>i\'\\^\\si\  Hrt>  influenced  by  their  politicid  ideas  as  to  free  traii^*    * 
l^v^ttvtionJ 

\h     \'an    Doren.  I   have  never  observed  such   condition.  • 
riuvso  men  are,  as  a  rule,  most  conscientious. 

^oiuUv»r  Watson.  It  has  been  very  freely  charged  that  nearly  t. 
tSv^  n^^n  in  the  customs  service  over  there  are  Democrats,  and  it*-:  ■ 
(^^u^  t^ve  traders,  and  they  naturally,  following  their  inclinat^  ."- 
H»v  uu'lintH)  to  make  appraisements  accordingly.  I  was  womirr:. 
\N  SxHt^or  or  not  you  had  met  that  or  come  in  contact  with  il  in  >  .' 

\ti     \  \N   lk>REN.  I  would  not  hke  to  make  such  a  statemi- 
Sv4\j*uvi\  lMH*ause  mjr  experience  would  not  bear  it  out.    Therr  tr 

^\\\A\\  o\ooi>tional  Instances,  however. 
V  urttv^v  \Vat80N.  Yes,  certair^ 


TARIFF — DYES  EMBARGO  AKD  AMERICAN  VALUATIONS.         899 

ilr.  Van  Doben.  It  has  been  freely  stated  that  immediately  upon 
^  pa.ssage  of  this  bill  there  would  be  congestion  in  the  appraisers' 
reliouses  and  the  present  officers  would  be  confronted  with  a  task 
ich.  no  human  beings  could  perform.  This  being  due  to  the  neces- 
y  of  immediately  ascertaining  the  American  value  of  comparable 
dl  competitive  merchandise,  in  my  judgment  it  will  be  necessary  for 
or  committee  to  consider  the  necessity  of  making  some  preparations 
•  this  situation  by  investigation  prior  to  the  passage  of  the  ac<^ 
lere  are  plentiful  investigating  agencies  of  the  Government  by  which 
ch  inquiry  coidd  be  made.  1  presume  that  money  would  have  to 
fumishea  by  appropriation.  That  is  a  detail. 
Senator  Jones.  Do  you  beUeve  that  those  inquiries  should  be  made 
d  there  should  be  a  valuation  ascertained  for  the  various  com- 
;)dities  phor  to  the  putting  into  effect  of  the  act  ? 
Mr.  Van  Doben.  I  think  the  investigation  should  be  made  and  the 
rrent  values  of  commodities  which  are  known  to  be  of  a  class  which 
ill  be  competitive  should  be  ascertained  and  proclaimed  by  the 
^cretary  of  the  Treasury  or  other  competent  authority  for  the 
Lidance  and  assistance  of  the  appraisinjg  officers. 
Merchandise  is  ordered,  as  a  rule,  considerably  in  advance,  and  it  is 
ipped  considerably  in  advance  of  the  delivery  of  the  merchandise 
self,  and  always  the  invoices  and  other  advices  from  the  foreign 
upper  are  in  the  hands  of  the  customs  authorities  long  before  the 
lerchandise  arrives.  It  would  take  some  considerable  work  to  keep 
ireast  of  the  situation  and  prepare,  but  I  beUeve  that  the  vast 
lajority  of  the  kinds  of  merchandise  could  be  prepared  for.  I  am 
>eakii]^  now  of  merchandise  that  is  known  to  be  comparable  and 
3mpetitive. 

Senator  Smoot.  And  along  that  line,  that  it  has  -been  coming  in  in 
le  past  and  about  in  the  same  quahties  and  quantities. 

Mr.  Van  Dorbn.  Exactly. 

Senator  Jones.  Then  may  I  inquire  further.     These  prices  are 
arying  from  week  to  week,  are  they  not  ? 

Mr.  VAN  DosEN.  Yes,  sir.* 

Senator  Jones.  How  do  you  manage  to  keep  abreast  of  the  times? 

Mr.  Van  Doren.  The  price  is  the  price  at  date  of  foreign  shipment. 

Senator  Jones.  But  that  date  changes  from  week  to  week. 

Mr.  Van  Doren.  Not  with  respect  to  that  particular  shipment. 

Senator  Jones.  But  with  respect  to  the  valuation. 

Mr.  Van  Doren.  The  value  on  the  date  of  shipment  is  the  value 
I  have  in  mind,  sir. 

Senator  Jones.  How  would  you  ascertain  the  value  of  the  com- 
petitive article  as  of  that  given  date,  the  date  of  shipment  ? 

Mr.  Van  Doren.  By  inquiry  covering  the  date. 

Senator  Jones.  In  other  words,  you  would  have  to  revise  your 
v-aluations  every  day  ? 

Mr.  Van  Doren.  Not  necessarily,  sir.  I  think  the  American  manu- 
facturers of  goods  which  are  known  to  be  competing  goods  with 
foreign  articles  will  be  very  ready  to  assist  the  appraisers  by  fur- 
nishing them  daily  bulletins  as  to  values. 

Senator  Jones.  How  many  foreign  articles  would  you  estimate 
^ould  come  under  the  provisions  of  tnis  bill  upon  which  the  American 
valuation  would  have  to  be  ascertained  ? 


900         TARIFF — DYES  EMBARGO  K^D  AMERICAK  VALUATIOKS. 


Mr.  Van  Doren.  I  am  not  able  to  give  you  an  estimate,  ? 
It  may  be  20  per  cent;  it  may  be  40  per  cent;  I  can  not  aay. 

Senator  Jones.  You  hardly  get  my  question,  I  believe.     Hw  Ci- 
various  articles  coming  in  under  the  provisions  of  this  bill  v.  . 
have  to  be  considered  by  the  customs  officers  in  fixing  the  Amer  ■ 
valuation  ? 

Mr.  Van  Doren.  I  am  afraid  I  can  not  answer  that,  sir.     T--- 
will  be  some  witnesses  to  follow  me  that  are  more  intimate  t  ■ 
appraisement  conditions  and  who  may  be  able  to  give  voo  • 
answer. 

Senator  Jones.  Are  you  acquainted  with  the  nimiber  of  cmnrr-  ■  - 
ties  imported  which  would  come  under  this  bill  I 

Mr.  Van  Doren.  No,  sir. 

Senator  Jones.  How,  then,  can  you  arrive  at  the  conclusion  rrf 
this  ascertainment  of  value  is  not  a  very  big  job  ? 

Mr.  Van  Doren.  Oh,  it  will  be  a  big  job.  Anyone  who  roer^ 
here  and  advises  this  committee  that  this  can  be  done  easilr  i- ' 
simply  will  be  trying  to  mislead  you.  I  do  not  think  it  can  be  «:-■•* 
easily  and  simply.    I  did  not  mean  to  convey  that  impression. 

Senator  Jones.  I  got  a  wrong  impression,  then. 

Mr.  Van  Doren.  If  I  conveyed  that  impression,  I  was  b  at  • 
because  I  did  not  mean  to  say  so. 

Senator  Smoot.  It  is  not  done  simply  and  easily  with  the  fon-r 
valuation. 

Mr.  VAN  Doren.  Bv  no  means. 

Senator  Jones.  Witb  the  foreign  valuation  you  take  the  sv**" 
statement,  do  you  not,  prima  facie? 

Mr.  Van  Doren.  In  many  instances;  yes,  sir. 

Senator  SMOOT.^hat  is  wnat  we  expect  to  do  with  this  before  » 
get  through  with  the  bill. 

Senator  Jones.  There  is  no  provision  in  this  bill,  so  far  as  I  bi' 
been  advised,  as  to  the  importer  having  to  swear  to  the  Amen-" 
valuation  of  the  competing  article. 

Mr.  Van  Doren.  As  to  the  details  of  administration  under  *  -• 
bill  I  would  not  like  to  be  called  upon  to  express  a  full  opinion.  T*' 
practices  which  have  been  followed  for  many  years  in  the  afc»i'^« 
service  would  undoubtedly  be  availed  of  in  future  transactions  ur  ■-• 
tliis  new  provision.  It  seems  to  me  it  is  simply  a  change  from  •  ■ 
btwis  of  the  foreign  value  to  the  American  value  in  cases  of  an:-"-  • 
where  such  value  can  be  ascertained. 

wSenator  Jones.  The  legislation,   in  instances  with  which  1  » 
acquainted,  imless  I  am  entirely  wrong  about  it,  takes  the  purrhi- 
price,  does  it  not  ?    And  you  do  not  have  to  inquire  into  the  mirk-* 
value  of  the  foreign  product  in  the  foreign  coimtry  ? 

Mr,  Van  Doren.  I  would  prefer  to  have  one  of  the  appn>": 
t^tlicers  answer  that  question  in  detail. 

Senator  Smoot.  You  have  already  stated  it  to  the  commif" 
You  have  said  it  was  not  the  purchase  price.     It  is  the  price  «t  * 
value  on  the  date  of  exportation.    The  purchase  price  may  have  ^•*' 
uuuio  six  or  eight  months  before. 

Mr,  Yan  Doren.  That  is  true,  as  I  understand  it;  but  theSen»% '  • 
i|U(^Htion  deals  with  a  detail  of  an  appraisement  that  I  think  «h-*> 
\\%\  aimwored  by  an  appraising  officer. 
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Senator  Dillingham.  That  goes  back  to  a  statement  that  you 
ade  in  the  beginning.  I  understood  you  to  say  that  your  work  had 
en  in  connection  with  cases  of  undervaluation  ? 
5wlr.  Van  Doren.  Not  for  several  years.  I  had  several  years'  con- 
"'Otion  with  that  work.  For  the  past  several  years  I  nave  been 
vostigating  drawback  claims.  I  presume  that  I  was  called  before 
lis  oommittee  because  of  my  varied  experience.  I  have  been  chief 
erk  in  the  appraiser's  warehouse  in  New  York,  secretary  to  an 
^praiser,  private  secretary  to  two  assistant  secretaries  in  charge  of 
istoms;  I  was  special  agent  in  charge  at  New  York  and  directed  an 
ivestigation  into  undervaluations,  but  did  not  perform  the  detail 
ork  myself.  I  have  a  general  view  and  knowledge  of  customs 
rocedure. 

Senator  Dillingham.  What  has  been  the  result  of  your  observa- 
Lon  in  respect  to  the  question  of  undervaluations  ? 
Mr.  Van  Doren.  In  the  past? 
Senator  Dilungham.  Yes. 

Mr.  Van  Doren.  I  think  they  have  been  persistent  and  continuous 

n  a  great  percentage  of  the  importations  and  will  amount  to  sufficient 

n  money  to  present  a  very  serious  loss  to  the  revenue  if  not  checked. 

Senator  La  Follette.  About  what  percentage  of  undervaluations 

lo  you  have  of  the  total  imports  in  New  York  ? 

Mr.  Van  Doren.  That  would  be  guesswork  on  my  part,  Senator* 
[  would  not  like  to  say. 

Senator  Calder.  Would  it  be  10  per  cent  ? 

Mr.  Van  Doren.  I  doubt  if  it  would.  I  think  it  would  be  less  than 
10  per  cent. 

Senator  La  Follette.  Do  you  think  it  would  be  less  than  5  per 
cent  ? 

Mr.  Van  Doren.  It  might  be  as  low  as  2  per  cent;  but  that  is 
guesswork  also.  I  know  it  exists,  and  I  know  it  exists  continually, 
and  the  bulk  of  it,  in  my  opinion,  is  never  discovered. 

Senator  Dillingham.  When  you  speak  of  importations  you  are 
speaking  of  the  gross  importations  ? 
Mr.  Van  Doren.  Yes,  sir. 

Senator  La  Follette.  If  it  is  never  discovered  it  is  pretty  specu- 
lative to  say  how  much  it  is. 

Mr.  Van  Doren.  I  admit  that,  sir.  I  am  expressing  an  opinion, 
but  it  is  based  on  my  past  experience  and  observation. 

Senator  La  Follette.  You  spoke  of  the  appraisers  coming  to 
believe  in  the  integrity  of  the  importers. 

Mr.  Van  Doren.  Just  as  a  banker  believes  in  the  integrity  of  the 
men  to  whom  he  loans  money,  sir. 

Senator  La  Follette.  You  have  been  for  a  great  many  years 
working  in  the  department  for  the  discovery  of  frauds.  Do  you 
think  that  possibly  you  have  come  to  look  upon  all  people  as  guilty 
of  fraud  ? 
Mr.  Van  Doren.  That  would  be  a  natural  tendency. 
Senator  La  Follette.  That  is  a  natural  tendency,  is  it  not  ?  You 
have  tried  to  keep  yourself  from  that  ? 

Mr.  Van  Doren.  I  have  studiously  tried  to  avoid  that.  In  fact, 
unless  I  have  evidence  I  do  not  permit  myself  to  form  an  opinion, 
I  have  made  that  a  rule  for  many  years. 
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Senator  Smoot.  But  you  do  know  that  there  are  a  great  many  cases 
of  it? 

Senator  McLean.  These  undervaluations  are  due,  in  a  measure, 
to  the  difficulty  of  ascertaining  the  foreign  valuation  ? 

Mr.  Van  Doren.  I  think  in  many  cases  they  are  due  very  largely 
to  that  difficulty. 

Senator  McLean.  You  think  that  the  difficulties  of  securing  {ot&f^ 
values  in  the  case  of  an  undervaluation  of  an  importation  thati 
undervalued  would  be  commensurate  with  the  difficiilties  of  obUinmg 
domestic  valuation  ? 

Mr.  Van  Doren.  I  believe  that  we  could  get  domestic  values  in  i 
very  much,  more  satisfactory  manner  after  it  is  once  establisheA 
The  difficulty  is  going  to  be  the  inauguration  of  it.  I  think  that 
after  the  system  is  once  established  it  will  work  well.  We  have  here 
machinery  to  compel  the  attendance  of  witnesses,  the  production  of 
books,  papers,  records,  cost  accounts  and  every  other  item  we  need 
to  determme  values,  and  we  can  not  get  that  from  the  foreign  shipoer. 

Senator  McLean.  Outside  of  this  2  per  cent  or  3  per  cent  or  wnatr 
ever  percentage  it  may  be,  the  difficulties  in  securing  foreign  values  oi 
the  whole  importation  must  be  considerable  ? 

Mr.  Van  Doren,  I  should  say  so. 

Senator  McLean.  And  with  conditions  as  they  are  now  and 
probably  will  be  for  a  great  many  years  to  come  those  difBcoltki 
will  not  diminish? 

Mr.  Vajj  Doren.  I  do  not  see  how  they  can;  and  in  view  of  the 
depreciated  currency  condition  and  the  widespread  business  depres- 
sion throughout  the  world,  we  may  say,  I  thmk  the  time  has  come 
when  this  country  must  do  something  to  insure  the  protection  d 
its  customs  revenue.  There  never  was  a  time  when  we  needed  to 
get  every  dollar  more  than  now,  and  I  do  not  believe  the  foreign 
valuation  system  is  going  to  insure  that  result  as  well  as  we  canwhoi 
we  can  control  the  values  ascertained  here. 

Senator  McLean.  From  your  experiehce  are  you  willing  to  give 
the  committee  any  opinion  as  to  the  length  of  time  that  will  be  re- 
quired to  arrive  at  the  domestic  valuations  so  that  importatioM 
can  be  received  and  assessed?  Of  course  it  will  depend  upon  the 
force,  and  so  forth;  but  assuming  that  the  matter  is  taken  up  ini 
businesslike  way  and  with  a  determination  of  solving  the  problem 
if  it  can  be  solved  and  if  the  necessary  funds  are  had,  how  long » 
time  would  be  required  ? 

Mr.  Van  Doren.  Not  basing  this  upon  my  own  estimate  but  basing 
it  upon  the  estimate  of  a  man  whom  I  consider  to  be  an  authority  on 
appraisement — we  were  discussing  the  matter  and  he  said  that  with 
50  experts  he  could  make  the  necessary  preparations  within  three 
months. 

I  do  not  think  that  I  am  as  competent  to  express  an  opinion  as  i 
man  who  is  an  export  in  appraisements. 

Senator  Smoot.  You  may  proceed. 

Mr.  Van  Doren.  I  would  like  to  point  out  to  the  committee  that 
nearlv  everything  I  am  saying  is  a  matter  of  judgment  and  opinioa 
basea  on  my  experience.  I  am  not  qualified  as  an  expert  appnustf 
but  I  am  qualified  as  a  practical  customs  man  with  a  great  many  yeais 
of  active  work 

Senator  McLean.  You  have  been  there  18  years? 
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Mj-,  Van  Doren.  About  18  years. 

Senator  Jones.  Have  you  ever  had  any  occasion  to  consider  values 
L  tlxe  United  States  with  a  view  of  levying  a  tax  upon  merchandise  ? 
^Ir.  Van  Doren.  No,  sir;  but  I  have  had  occasion  to  consider 
allies  of  a  tremendous  variety  of  American  products  which  are  ex- 
3rteci  abroad  and  in  connection  with  my  investigation  of  draw-back 
aims,  where  I  have  had  to  go  into  factories,  study  the  methods  of 
laxiixf  acture,  the  kind  and  quantity  of  materials,  the  various  kinds 
sed  in  producing  export  products,  the  manner  in  which  they  are  ac- 
3uxit>ed  for,  costs,  wastes,  and  all  the  details  essential  to  determine 
i.e  araoimt  of  draw-back  payable  on  an  exported  unit. 

Senator  Jones.  That  has  been  an  investigation  of  particular  trans- 
ctions,  has  it  not  ? 
Mir.  Van  Doren.  Yes,  sir. 

Senator  Jones.  Where  the  prices  in  this  country  vary,  how  would 
ou  ascertain  the  competitive  value  or  price  ? 

Mr.  Van  Doren.  Tnere  are  certain  principal  markets  in  this  coun- 
ry  for  most  stable  products.  I  believe  it  would  be  necessary  to  have 
Qvestigations  made  and  the  principal  market  proclaimed  by  the 
Secretary  of  the  Treasury  or  otner  competent  autnority. 

I  think  we  would  get  to  as  nearly  an  accurate  basis  m  that  way  as 
»ve  now  do  with  regard  to  imported  merchandise  which  takes  the 
ralue  in  the  principal  market  of  the  country  from  whence  exported, 
iltliough  it  may  actually  originate  several  hundred  miles  from  that 
point. 

Senator  Jones.  It  would  be  more  or  less  of  an  arbitrary  transac- 
tion, would  it  not  ? 

Mr.  Van  Doren.  Just  exactly  as  the  foreign  market  value  is  to 
some  extent  arbitrary  in  the  manner  I  ha,ve  described. 

Senator  Sutherland.  You  do  not  invariably,  then,  take  the  foreign 
invoice  price  as  the  basis  of  value  on  importea  articles  ? 

Mr.  VAN  Duren.  I  believe  the  foreign  invoice  price  is,  as  a  rule, 
adjusted  to  the  market  value;  but  an  appraising  officer  can  answer 
that  question  more  accurately,  Senator,  tnan  I  can. 

Senator  Smoot.  Is  there  anything  else  that  you  desire  to  say  ? 

Mr.  Van  Duren^  Not  imless  you  have  some  questions  to  ask. 

Senator  Smoot.  Does  any  member  of  the  committee  desire  to  ask 
any  further  questions?     [No  response.]     You  may  be  excused. 

STATEMENT  OF  GEOBGE  F.  LAMB,  SPECIAL  ATTOESEY, 
DIVISIOK  OF  CUSTOMS,  DEPAETMENT  OF  JUSTICE. 

Senator  Smoot.  State  to  the  committee  what  your  position  is  in 
the  Government  service. 

Mr.  Lamb.  I  am  special  attorney  in  the  Division  of  Customs,  under 
the  Attorney  GeneraFs  office.  Prior  to  that  I  was  connected  with 
the  customs  for  about  30  years  in  various  capacities. 

Senator  Smoot.  In  what  positions  ? 

Mr.  Lamb.  I  was  in  the  Protest  Division,  Liquidating  Division, 
Entry  Division,  and  I  had  taken  a  law  course  and  was  put  in  the 
Law  Division  and  was  assigned  to  the  investigation  and  preparation 
of  fraud  cases.  In  that  capacity  I  was  in  Europe  on  three  occasions 
investigating  cases  which  arose  here. 
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Senator  Smoot.  Mr.  Lamb,  I  would  like- to  have  ^ou  state  t*>  *. 
committee  just  what  your  conclusions  are  with  relation  to  the  Arc** 
ican  valuation  as  provided  for  in  H.  R.  7466. 

Mr.  Lamb.  From  my  experience  I  am  in  favor  of  it.     I  have  j«  •?• 
down  some  of  the  reasons  that  led  me  to  that  conclusion. 

One  was  that  it  would  compel  countries  in  which  the  cost  of  li»- 
is  low  to  pay  the  same  amount  of  duty  on  importations  of  sin: 
merchandise  that  countries  having  high  labor  costs  would  p^y 
would  also  do  away  with  the  irritation  caused  in  foreign  countri^— 
the  investigations  made  by  our  special  agents.     That  was  exen-: 
fied  in  France  in  connection  with  the  Limoges  investigation.  an«: 
Germany — I  beheve  our  special  agent  was  ordered  out  of  Genn^' 

I  think  it  would  also  do  away  with  closed  markets,  like  LinK^r- 
St.  Gall,  and  Nottingham,  where,  as  a  matter  of  fact,  we  knew  v**- 
little  of  what  the  costs  were  and  information  was  refused. 

Again,  I  think  it  would  prevent  undervaluations.     I  came  A»v- 
here  last  Tuesday  and  heard  Mr.  Lockett,  from  Boston,  state  to  t  - 
committee  that  he  had  never  heard  yet  of  any  cases  of  undervaluatii  - 

On  the  17th  of  May  I  had  a  case  for  presentation  to  the  Board  ■ 
General  Appriasers  in  which  Mr.  Lockett  was  the  attorney.    T\.^' 
case,  briefly,  was  one  of  a  firm  up  in  Boston  which  had  import ^i  ?-r*- 
of  aluminum  pots  from  Germanv.     They  had  actually  paid  3  ■ 
marks  per  set,  out  they  invoiced  tnem  at  115  marks,  an  miaerrduA 
tion  of  167  per  cent.     The  importers'  agent  who  made  the  purrh*- 
went  on  the  stand  and  insisted  that  115  marks  was  the  correct  pn<-- 
but  the  private  invoices  which  showed  what  had  actually  been  pa  ; 
were  produced  and  he  finally  admitted  that  the  consular  invoice  ■' 
115  marks  price  was  false. 

The  second  case,  which  I  have  on  my  desk  at  the  present  tms* 
involves  about  40  Italian  importers  engaged  in  the  importatioc  ' 
sardines  from  Sicily.  The  investigation  oy  a  special  agent  over  Xhn^ 
which  was  made  in  connection  with  the  reappraisement,  showed  f  j* 
while  this  merchandise  was  invoiced  at  from  250  to  300  lire,  per  1  ■ 
kilos,  the  actual  price  in  Palermo,  Sicily,  was  from  500  to  700  W  a'' 
imdervaluation  of  well  over  100  per  cent. 

There  was  another  case  in  June  of  an  importation  of  umbn**  * 
frames  invoiced  at  200  marks,  appraised  by  the  general  appraiser  *' 
315  marks,  and  the  evidence  strongly  indicated  that  it  was  a  frauduif  r ' 
undervaluation. 

I  might  add,  in  connection  with  this  Boston  matter  corerinp  t' ' 
importation  of  aluminum  pots,  that  when  the  case  was  brought  \o  v. 
attention  of  the  Assistant  Attorney  General  he  dictated  a  letter  u>  ti.*- 
collector  of  customs  recommending  that  further  action  be  taken  * 
the  court;  that  is,  with  the  view  of  having  it  brought  to  the  attenth^" 
of  the  United  States  attornev. 

Senator  La  Follette.  What  was  that  importation  1 

Mr.  Lamb.  Aluminum  pots. 

I  had  another  case  of  an  importation  of  cigar  lighters  from  Aosin* 
They  were  entered  at  2^  kronen  apiece.  In  examining  the  witness 
to  find  out  what  evidence  we  could  secure,  one  of  the  witnrsy^ 
showed  me  a  letter  from  the  shipper  in  Vienna  to  him — that  is.  »^• 
shipper  of  the  merchandise  unoer  reappraisement — telling  him  *-? 
was  invoicing  this  merchandise  at  a  price  which  would  save  the  a* 
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rter  money  at  the  customhouse.     The  price  invoiced  was  2J  kronen, 
it  tlie  price  which  the  witness  actually  paid  and  which  he  entered 
the  customhouse  was  5  kronen,  an  undervaluation  on  the  consular 
voice  of  100  per  cent. 

There  was  a  case  before  the  board  of  some  mica  diaphragms  for 
Lonograph  records.  This  merchandise  was  invoiced  at  2  cents 
>iece.  The  board  found  the  proper  valuation  was  10  cents  apiece, 
I  undervaluation  of  about  400  per  cent. 

The  last  case  I  had  was  an  importation  of  some  silicofluoride  of 
KliurQ,  which  was  invoiced  at  about  7^  marks  a  kilo,  whereas  the 
rice  paid  by  other  inaporters  about  the  same  time  was  10^  marks, 
a  undervaluation  of  about  37  per  cent. 

These  cases  have  all  arisen,  or  at  least  have  come  to  my  attention, 
ithin  the  two  months  of  May  and  June.  I  do  not  mean  that  they 
ere  imported  in  that  time.  They  were  imported  at  various  times 
rior  to  that;  but  the  great  many  of  them  in  that  time  leads  me  very 
brongly  to  believe  that  they  are  not  by  any  means  the  only  cases  of 
tiat  sort  which  would  be  brought  to  our  attention  if  we  could  get  all 
he  facts. 

Senator  La  Follette.  Are  they  the  only  cases  that  have  come 
mder  your  personal  observation  ? 

Mr.  Lamb.  Oh,  no.  We  had  a  great  many  fraud  cases  when  I 
vas  in  the  law  division  of  the  customs,  Senator. 

Senator  La  Follette.  How  long  have  you  been  in  your  present 
>osition  ? 

Mr.  Lamb.  I  have  been  in  my  present  position  since  the  1st  of 
rfarch. 

Senator  La  Follette.  These  cases  that  you  have  enumerated  are 
those  that  have  come  under  your  observation  in  your  present  posi- 
tion i 
Mr.  Lamb.  During  May  and  June. 

Senator  La  Follette.  Were  there  any  before  that  in  March  and 
April? 

Mr.  Lamb.  Every  case  that  comes  under  my  observation,  Senator, 
is  an  undervaluation  case  in  which  the  appraiser  has  advanced  the 
invoice  value  and  the  merchant  has  taken  an  appeal. 
Senator  La  Follette.  Those  are  the  cases  tnat  you  deal  with  ? 
Mr.  Lamb.  Yes,  sir. 

Senator  La  Follette.  So  that  every  case  that  comes  to  you  is  a 
case  in  which  undervaluation  is  charged  ? 
Mr.  Lamb.  Yes,  sir;  but  not  always  fraudulent  undervaluation. 
Senator  La  Follette.  How  wide  a  territory  do  your  observations 
cover  ? 

Mr.  Lamb.  Any  importation  from  any  country  is  apt  to  come  to 
me.  There  are  nine  attorneys  in  the  Customs  Division,  and  these 
cases  are  assigned  according  to  the  nature  of  the  commodity ;  so  that 
you  might  get  an  importation  from  China,  Japan,  India,  England, 
France — any  country  in  the  world,  in  fact. 

Senator  La  Follette.  And  there  are  nine  other  men  working  on 
that  work  ? 

Mr.  Lamb.  Eight  others,  not  including  the  Assistant  Attorney 
General. 

Senator  La  Follette.  Eight  others  besides  yourself  working  on 
cases  of  that  class  ? 
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Mr.  Lamb.  Yes,  sir. 

Senator  La  Follette.  And  is  that  just  for  the  port  of  New  Y  ' 
or  for  all  the  Atlantic  ports  ? 
Mr.  Lamb.  It  takes  in  all  the  ports  in  the  United  States. 
Senator  La  Follptte.  For  your  part  of  that  work  you  havf  •_ 
brought  to  your  attention  since  last  March,  when  you  went  in.  tL- 
cases  which  you  have  cited  ? 

Mr.  Lamb.  Yes,  sir;    as  showing  fraudulent  undervaluation.  »? 
view  it.  * 

Senator  McLean.  Just  how  are  these  undervaluations  detf**'" 
and  what  are  the  opportunities  for  withdrawals  without  detectidD 

Mr.  Lamb.  In  a  great  many  instances  we  receive  our  infonDA*^  : 
from  other  importers,  men  wno  come  in  competition  with  eoods  t: 
have  been  brought  in  at  an  undervaluation.  It  is  usualir  bivor 
tb  the  attention  of  a  competitor  by  his  being  unable  to  sellliis  p**:* 
Senator  McLean.  If  there  were  a  combination  among  competit-  *> 
there  would  be  opportimities  for  withdrawals  which  would  no\  - 
brought  to  yom*  attention  ? 

Mr.  Lamb.  I  do  not  understand  what  you  mean  by  '*  withdrawiL' 
Senator. 
Senator  McLean.  From  the  customhouse. 
Mr.  Lamb.  I  see.     We  have  a  technical  term  for  witlidnvt^ 
meaning  goods  taken  from  the  bonded  warehouse.     You  mean  takfi 
from  the  custody  of  the  customs  officials  ? 

Senator  McLean.  What  I  mean  is  entry  of  goods  here  that  lt* 
undervalued.  As  I  tmderstand  from  you,  these  undervalue ti*  -  * 
are  brought  to  vour  attention  by  some  competitor  ? 

Mr.  Lamb.  Tnat  is  one  instance.  Frequently  it  is  discovert  ' ' 
the  special  agents  abroad. 

Senator  McLean.  What  instrumentality  is  the  Government  ii>-r^' 
directly  to  discover  these  undervaluations  i 

Mr.  Lamb.  The  first  line  are  the  special  agents  in  foreign  coontrir^ 
but  that  is  a  very  weak  line.    There  are  only  six  of  them  all  over  ti^ 
world.     Price  lists  are  supplied  by  these  special  agents  and  br  o : 
sular  officers.     When  the  goods  arrive  here  the  examiners  who  k/*: 
in  touch  with  market  values  and  keep  in  touch  with  merchand£«  * 

similar  lines 

Senator  Calder.  Is  not  that  the  very  best  method  you  havr 
catching  undervaluations  ? 

Mr.  Lamb.  It  is  the  best  one  of  them  at  the  present  time,  Senat-' 
Senator  Calder.  The  most  effective  ? 
Mr.  Lamb.  Yes,  sir;  as  far  as  we  know. 

Senator  Calder.  When  the  goods  come  in  the  examiner  inquire 
into  them  and  compares  their  value  with  the  values  of  other  p""  - 
imported  a  little  earlier  and  he  gets  at  once  the  difference  i 
Mr.  Lamb.  That  is  true. 

Senator  McLean.  Under  the  present  system  is  it  easy  or  diffni 
to  introduce  goods  upon  undervaluation  ? 

Mr.  Lamb.  It  is  not  easy  where  there  is  an  open  market  on  t** 
other  side  and  when  goods  are  sold  freely  to  all  purchasers,  bertan 
then  you  can  secure  the  invoices  of  other  importers,  and  by  o-i. 
paring  them,  if  importer's  value  is  lower,  his  mvoice  values  arr ;- 
creased  to  the  values  of  the  other  importers.  That  class  of  caae«  ^ 
the  ones  which  most  frequently  come  before  us. 
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Senator  McLean.  Just  now  are  not  foreign  values  rather  difficult 
>  ascertain? 

Mr.  Lamb.  No  more  so  than  they  were  before,  because  we  rely  to  a 
rge  extent  on  the  same  information,  the  invoices. 
Senator  McLean.  That  is  the  point  I  want  to  get  at    You  rely 
pen  the  invoices    That  is  a  pretty  uncertain  reliance,  is  it  not  ? 
Mr.  Lamb.  If  they  are  endeavoring  to  undervalue,  it  is,  because 
ley  are  not  going  to  state  facts. 

Senator  McLean.  It  is  easy  to  put  things  ov^r  if  you  take  the 
ivoice.  Consequently,  unless  some  competitor  calls  an  instance  of 
ndervaluation  to  your  attention  is  if  not  possible  that  a  good  many 
nportations  may  slip  through  ? 
Mr.  Lamb.  It  is  possible,  out  fdth  us  a  staple  article,  as  distin- 
uished  from  a  novelty,  the  examiner  will  detect  that  by  making  a 
omparison  with  similar  importations  of  other  importers. 

Senator  SMOoiT.  As  to  the  staple  article,  it  will  not  be  hard  to  find 
•ut  the  American  valuation  ? 
Mr.  Lamb.  I  do  not  think  so. 

Senator  Smoot.  But  as  to  novelties,  I  understand  you  to  say  it  is 
fasier  for  the  undervaluations  to  come  in  ? 

Mr.  Lamb.  Yes;  because  with  a  novelty  it  is  sometimes  difficult  to 
ind  similar  importations  by  other  importers,  so  that  you  can  not 
dways  check  them  up  by  competitors'  invoices. 

Senator  Smoot.  So  that  where  there  is  no  comparable  article  in 
:he  foreign  market,  you  would  have  greater  difficulties  in  presenting 
fraud  than  you  would  under  the  American  valuation  ? 

Mr.  IjAmb.  Absolutely.  Another  point  is  the  much  greater  ease 
in  securing  evidence  as  to  the  market  value  under  the  American 
valuation  plan  as  compared  with  our  present  svstem.  Mr.  Lockett, 
whom  I  referred  to  before,  stated  that  in  all  his  practice  he  never 
had  any  trouble  in  securing  evidence  as  to  foreign  market  value. 
That  is  very  true,  because  he  is  representing  the  importer,  and  the 
importer  can  always  secure  any  evidence  that  is  necessary  to  prove 
his  side  of  the  case.  But  when  the  Government  agent  gets  on  the 
job  he  sees  the  other  side  of  the  picture. 

I  could  give  you  some  illustrations  of  that  if  you  care  to  listen.  I 
was  in  Piraeus,  the  seaport  of  Athens — this  is  somewhat  ancient  his- 
tory— it  was  1908,  and  it  was  very  important  for  the  case  that  I 
ascertain  the  weights  of  the  mercnandise  as  found  by  the  Greek 
customhouse,  the  Greek  Government  having  charged  an  export  duty 
on  its  commodities  and  having  weighed  flie  merchandise  prior  to 
exportation.  The  consul  general  introduced  me  to  a  very  reputable 
citizen  of  Pirseus,  who  took  me  down  and  introduced  me  to  the  col- 
lector of  customs.  They  had  a  little  talk  before  I  was  asked  to  state 
my  business,  this  merchant  acting  as  interpreter.  I  told  him  I  wanted 
to  see  the  customhouse  books  showing  tne  weights  during  a  certain 
period.  The  collector  was  very  willing,  but  he  said  the  books  were 
out  in  the  district  being  used.  He  kept  me  down  there  four  or  five 
days  going  back  day  after  day,  and  finally  said  the  books  had  been 
sent  up  to  Athens,  and  it  would  not  be  possible  for  me  to  see  them. 
We  got  the  information  in  another  way. 

Later  on  we  indicted  this  same  '^reputable  citizen  of  Pirseus"  for 
frauds  in  the  importation  of  olive  oil,  and  he  came  over  here  and 
Wame  a  Government  witness,  admitted  everything  against  two 


•  « 
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conspirators  in  this  country,  who  were  convicted.  At  that  Um*  . 
asked  him  if  he  had  not  put  something  over  on  me  at  the  tim^  * 
brought  me  to  this  Greek  collector.  He  said,  ''Sure.  I  told  *  . 
wlut  you  wanted  and  not  to  show  you  the  books.  I  was  engv^  • 
this  olive-oil  fraud,  and  if  I  pulled  anything  down  on  the  other  ith  -•  - 
thev  would  turn  around  and  expose  me;  so  I  had  to  stand  with  tL^a 

)ulr.  K^terbrook.  one  of  the  Treasury  agents,  was  one  of  the  r-z- 
mi::^  who  went  to  St.  Gallen  in  connection  with  the  St.  GaUen  rr- 
^f«:  ^jK^iiK     He  toM  me  that  he  and  the  other  members  of  his  conux!:*' 
^  rtf^^ciitfti  *}  public  en^nies,  and  that  even  the  children  od  * . 
I*  VIM  GhffiK.  and  thev  had  great  difficulty  in  getting  *i- 
r-ns*: .»  a  :iev  wiiated. 

%^  -li   •  -  .'^srtain  Itahan banks  in  Naples  and  in  Palermo  on  anct* 
-SK^  a   v:ca  die  American  consul^  but  the  banks  flatly  refused  * 
cr    -   ^.-      '.i.tifimMiim  aboat  drafts  in  connection  with  the  shipm^-'  * 

i'"      *:!»  r-S'  .%aBi^  A  member  of  the  committee  that  went  over 
^ —     •      •  I  i   n  •'jonection  with  the  the  Limoges  rate  list.    V ' 
•    o.i^-.  >-  «^  v,:^  'oe  .-nairman  of  the  committee.     'Hieir  experieiMr  .• 
*  «     T    I.*'  ^purt  Ji  chat  committee.     It  is  a  very  illununat.'j 
t^-i-     .u    .:iv    luts^ion  of  securing  information  in  a  U^tf^ 
•  '^         '*  t-^     vert*    deceived    over    there.     The    manufattv> 
^^t*^    HAii^>  or  only  showed  such  books  as  would  r.«  : 
SK»«.      vUempcs  were  made  to  tamper  with  their  mail,  a- 
.stv  ^«  «tti^  \Hi^*e«i  in  their  wav. 
*  Iv :  .:iA>.  ^ '  »u  are  absolutely  at  their  mercy  ? 
ii*.   ^^   ar  u^  securing  evidence  is  concerned,  you  are. 
^t    k«.   i:j:>  ^anoi^:!(W^  case,  there  was  a  little  incident  hsi- 
^^  -viaw»    i^jiit.  on  the  operation  of  the  Amen'- a' 
\ .  .t:  iK  i:e  *>!p«>rt  of  the  Lmioges  conmiission  of  i  * .  - 
•    ciiUAirun.  oiie  importers  here  made  great  obj«<- 
^c%<<uu  '.-joiaaftssian  was  appointed,  consisting 
%«ii^   :ttf  4Mnifts<r  at  the  port  of  New  York.  M* 
.K>  .^  iMit*    A*utfic^or  of  the  entry  division,  and  an<»t:  * 
x;    Taate  1  io  not  recall,  anil  these  importers  V'- 
•      -ai«<   ;«  ^n  aDd  present  grievances.     We)l,  they  >i 
L^     tti{gi0b'  ^^fid.  *'Well,  gentlemen,  bring  your  b***.* 
^.^    -^   i^.  «\;aatiiie  them,  and  then  we  will  see  jsst  r  « 
w:^-     iH*.  i*vtf.  ^    Not  a  book  was  shown*  and  the  oppi- 

acie  before  the  board- 


.* . 
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ivciM^iing).  Will  you  state  just  briefly  what  tr^' 

,^^     ^^^  \;ttKig«s  case  was  what  we  call  a  *' closed  marke' 

«    iitua  mamrfacturers  in  Limoges  ware  practicaUj  o- 
^      ^  ^uiv    Vmerican  firms  in  Limoges. 

iv  •    .-v^-  ^  ^^  ^'^^  ^^^^  *  commission  I 

^  N ,  ;^  s*r:  the  Treasury  Department  sent  over  a  iv- 
-v»^  \as  been  trouble  about  Limoges  china  values  <&• 
...^v»vH%  befow  that,  but  since  1890  it  has  been  ^rr.- 
\  ..iii5<sio«  was  sent  there,  and  they  arrived  at  an  tpj^ 
V  liiaiiufacturers  in  Limoges  by  which  a  valoatioD  .  ' 
N*  ^iisarnveil  at.  A  certf»"i  instruniHit  called  the  Ti*' 
^^,J  ^p  embodying  t^  «»nt.     It  was  discoT<cvw 
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er  tliat  that  rate  list  was  practically  a  fraud  on  the  American 
►venxment,  and  it  was  abrogated.  Then  a  second  commission 
IS  sent  over,  and  that  is  the  Wakefield  Commission,  of  which  I 
oke  a  short  time  ago. 

Practically  all  these  manufacturers  had  an  agent  in  the  United 
ates.  They  would  sell  to  him  and  only  to  him.  You  could  go  over 
ere  and  they  would  allow  you  to  maKe  a  selection  of  what  china 
u  'wanted  from  their  samples,  but  it  did  not  do  you  a  bit  of  good; 
far  as  any  advantage  in  purchasing  was  concerned  you  might  just 

well  have  gone  to  the  agent  on  ^rclay  Street  or  Warren  Street 

New  York  City  and  have  made  your  selection  there,  because  they 
>uld  ^  ship  the  goods  you  ordered  over  to  him,  he  would  make  the 
try  in  tne  customhouse  in  his  own  name,  and  then  he  would  turn 
.ose  ^oods  over  to  you  at  an  immensely  increased  valuation. 
In  tne  case  of  one  firm  in  which  I  was  particularly  interested,  as  I 
kd  their  iinpi[)rtations  under  investigation,  they  used  to  bring  in 
ercliandise,  we  wiU  say,  at  10  francs,  and  that  is  what  they  would 
iy  tlie  duty  on.  An  mvoice,  apparently  made  at  Limoge,  would 
i  sent  to  the  purchaser  in  the  United  States,  say,  a  firm  in  Chicago, 
leveland,  or  Detroit  by  the  New  York  agent,  but  when  it  reachea 
le  domestic  purchaser  the  price  was  about  20  francs,  and  then  those 
3  francs  were  reduced  at  the  rate  of  35  to  39  cents  a  franc,  that  pre- 
imably  being  the  franc  value  plus  the  duty  of  60  per  cent  and  snip- 
ing charges.    That  is  a  little  bit  complicated,  but  the  idea  was  that 

cost  them,  roughly,  around  35  cents  to  bring  in  each  franc's  worth 
i  goods  and  pay  the  duty.  But  the  ioker  was  when  they  doubled 
iie  rate  here,  they  had  not  paid  any  auty  at  all  on  the  amoimt  by 
'hich  the  purchaser's  invoice  exceeded  the  consular  invoice,  but  the 
ustomer  was  charged  just  the  same.  Most  of  the  dealers  I  inter- 
iewed  had  the  impression  that  the  invoice  they  received  from  the 
Jew  York  acent  was  the  foreign  value  on  which  duty  was  paid.  In 
lany  cases  tne  profit,  as  shown  by  the  sale  to  the  American  purchaser, 
ompared  with  the  invoice  price  on  which  duty  was  paid,  exceeded 
00  per  cent.  The  duty,  of  course,  was  only  collected  on  the  invoice 
alue,  and  we  found  that  large  sums  were  remitted  every  year  to 
he  concerns  in  Limoge  in  adcUtion  to  the  sum  which  was  stated  on 
he  consular  invoice  as  the  actual  selling  price.  In  other  words,  the 
>rofits  were  made  over  here  and  no  duty  was  collected  on  those  profits 
is  was  contemplated  by  the  law.  That  is,  briefly,  the  issue  m  the 
lamoge  cases. 

Senator  McLean.  There  is  a  member  of  that  commission — I  have 
orffotten  his  name — ^who  submitted  some  extracts  from  the  report, 
ina  they  are  in  the  hearings. 

Mr.  Lamb.  The  attitude  of  the  French  Government  was  against 
the  commission's  activities.  The  American  Chamber  of  Commerce 
in  Paris  adopted  some  resolution^  disapproving  the  efforts  of  the 
i^mmission  in  attempting  to  ascertain  market  values. 

Senator  Jones.  Do  you  want  to  give  ua  to  understand  that  there 
was  some  combination  oyer  tbwe  to  lower  those  prices  and  create  a 
market  over  here  for  the  goods  ? 

Mr.  Lamb.  There  is  no  question  about  it.  Senator. 

Senator  Jones.  Of  course,  you  have  been  speaking  of  isolated 
cases  here. 

eona— 21— FT  ic — 2 
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Mr.  Lamb.  Yes,  sir. 

Senator  Jones.  You  do  not  mean  to  infer  that  the  general  bi:*. 
is  involved  in  any  such  frauds  as  you  have  narrated  ? 

Mr.  Lamb.  Senator,  I  think  the  great  majority  of  our  imp  - 
are  just  as  honest  as  any  other  class  of  men  in  the  country. 
matter  of  fact,  we  depend  on  them  as  our  witnesses  to  prove  *- 
very  undervaluation  cases  I  am  speaking  about  here,  and  thej  i: 
many  instances  ^he  people  who  bring  us  the  original  infunn: 
about  the  frauds  ana  undervaluations. 

Senator  Jones.  If  we  adopted  the  American  valuation  pU- 
you  not  believe  that  we  wiu  probably  find  some  combinati-    • 
this  country  who  will  put  up  the  American  valuation  so  as  to  pr-  • 
the  importation  of  competitive  articles? 

Mr.  Lamb.  I  do  not  see  how  they  can  do  it,  Senator,  b^i 
competition  is  going  on  at  the  present  time. 

Senator  Jones.  Have  we  not  a  great  many  commodities  pn»i- 
in  this  country  by  a  comparatively  few  people  ? 

Mr.  IjAMB.  That  I  coula  not  say. 

Senator  McLean.  That  would  not  affect  the  situation.     It  ^ 
foreign  competition.     It  does  not  make  any  difference  how  ir- 
men  are  making  it  here. 

Senator  Jones.  I  think  the  Senator  will  understand  the  p^i".: 
be  this,  that  if  the  American  valuation  is  to  be  the  basis  of  the  s: 
cation  of  an  ad  valorem  tax  that  the  higher  they  put  the  TtloA' 
in  this  country  the  higher  the  tax  will  be,  and  tnerefore  that  Kir 
tax  will  tend  to  prevent  competition  by  the  foreign  article. 

Mr.  Lamb.  Would  not  that  come  under  the  Sherman  Act.  SeDit 
as  an  illegal  combination  to  control  prices  ? 

Senator  Jones.  I  know,  and  do  we  not  have  cases  uodfr  "^ 
Sherman  Act  ? 

Mr.  Lamb.  Yes*  but  the  law  is  in  effect  to  prevent  such  comb.: 
tions,  and  we  could  invoke  it,  as  in  other  cases 

Senator  Jones  (interposing).  Have  we  not  a  law  to  prevent  oo^^- 
valuations  on  importations  ?  You  narrated  a  number  of  cases  wt'- 
the  people  violated  the  law.  And  have  we  not  a  law  against  ma*: ' 
in  tfos  country,  and  yet  murder  is  being  committed  ? 

Mr.  Lamb.  In  the  case  of  the  foreign  article  it  is  not  easy  to  ^er.** 
the  evidence,  whereas  if  it  is  here  you  have  control  of  the  evid^r  • 

Senator  McCumber.  Mr.  Lamb,  how  would  it  be  possible  f(^  * 
Americans  to  make  a  combination  to  raise  the  amount  of  <!- " 
without  raisins  their  own  products  so  much  higher  than  the  forr^ 
products,  which  would  immediately  allow  a  greater  competitioD  t: «' 
they  have  ? 

Mr.  Lamb.  It  would  not  be  possible.  Senator,  in  mv  view. 

Senator  McCumber.  The  only  way  would  be  to  nave  a  !'*•  >* 
cent  ad  valorem  duty.  If  it  were  anything  less 'than  that,  of  w^"^ 
if  they  raised  it  a  dollar  they  would  increase  the  difference  bet«^  '• 
the  foreign  article  and  make  it  easier  for  the  foreimers  to  coro|y-' 

Mr.  Lamb.  There  is  one  practice  that  we  allow  tnat  wiU  sho*  ^ 
how  difficult  it  is  to  prevent  undervaluation  under  our  pres«t  *" 
tem:  If  the  invoice  value  of  an  imported  article  is  increase!  '■ 
importer  can  secure  affidavits  from  tne  other  side,  in  which  tb<*  ^  ' 
chant  over  there  swears  that  he  has  sold  this  merchandise  t<> ; 
and  such  persons  at  the  invoice  price,  and  they  in  turn  furuK*  *-* 
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iciavit  that  they  bought  it.  Well,  one  of  the  most  prominent 
^toms  attorneys  we  have  in  New  York  City  told  me  that  he  could 
dertake  to  secure  any  kind  of  an  affidavit  at  all;  that  all  he  has  to 
is  trO  draft  the  affidavit  and  send  it  over  and  it  comes  back  exe- 
ted.  just  as  he  drafted  it. 

Senator  Jones.  But  the  .^Vjnerican  importer  hesitates  to  make  a 
se  affidavit,  does  he  not? 

Mr.  Lamb.  Naturally;  it  involves  the  commission  of  a  crime,  and 
is  amenable  to  our  jurisdiction. 
Senator  La  Follette.  You  referred  to  this  Limoges  case  as  "closed 
Etrket." 

Mr.  Lamb.  Yes,  sir. 

Senator  La  Follette.  How  many  instances  of  closed  markets 
IV  e  come  under  your  observation  ? 

\Ir.  Lamb.  The  Nottingham  lace  case,  the  Calcutta  case,  the  St. 
blU  lace  cases,  and  Limoges  are  about  all  that  I  recall. 
Senator  La  Follette.  About  four  cases  of  closed  markets  h 
Mr.  Lamb.  Yes,  sir.     The  American  valuation  would  prevent  any 
tbers  from  being  formed,  Senator. 

One  of  the  attorneys  for  the  Alien  Property  Custodian  told  me  that 
ben  they  took  over  some  of  the  German  chemical 'frouses  in  the* 
United  States  they  foimd  that  enormous  sums  of  money  had  been  re- 
litted  to  Germany  out  of  the  sales  here,  which  seemed  to  indicate 
iiat  duties  were  not  paid  on  the  actual  market  value  of  the  mer- 
handise.  That  gives  another  instance  of  a  closed  market — the 
rerman  exporters  would  ship  to  their  own  agents  here  at  a  low 
alue  and  tney  would  sell  for  whatever  price  they  could  get.  •    * 

Senator  Calder.  Mr.  Lamb,  I  was  outride  for  a  moment.  Were 
rou  asked  how  many  cases  are  reported  to  yoiu*  office  each  year  for 
indervaluation  ?  '  • 

Mr.  Lamb.  None  were  reported  to  the  Attorney  General — Senator 
—but  the  customs  used  to  keep  a  record  of  such  cases.  I  do  not 
relieve  that  record  is  being  kept  now.  Mr.  Davis  could  answfer 
:hat  acciu'ately. 

Senator  Calder.  I  was  just  wondering  if  there  were  a  great  many  - 
instances. 

Mr.  Lamb.  That  I  could  not  say.  Senator.  I  know  that  Mr.  Loeb, 
when  he  was  collector  of  the  port  of  New  York,  kept  such  a  record^^; 
and  the  last  time  I  saw  it  it  amounted  to  $4,000,000  or  $5,000,000^ 
something  like  that,  but  that  amoimt  included  the  American  sugai^ 
refining  frauds  settlement. 

On  the  American  valuation  plan  I  have  made  some  notes,  if  you 
care  to  have  me  give  them. 

Senator  Smoot.  Go  right  along. 

Mr.  Lamb.  Under  the  American  valuation  plan,  merchandise 
would  divide  itself  into  practically  two  major  classes — those  having 
comparable  American  articles  and  those  wnich  have  no  comparable 
American  articles.  As  to  the  first  class,  of  course,  the  plan  would  be 
to  secure  the  American  selling  price  for  comparable  articles,  and  that 
would  be  the  basis  of  valuation  for  the  imported  article.  In  the 
second  class,  where  there  is  no  comparable  article,  the  plan  would  be 
to  assess  duty  on  the  American  selling  price  of  the  foreign  article. 

There  is  a  third  class;  that  is^  where  merchandise  comes  in  here  for 
iurthermanufacture,  and  whichis  notsoldof  itself.     Such  importations 
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apparently  present  a  difficult^;  but  I  think  that  could  be  mt\ 
building  up  an  American  selhng  price  in  the  same  way  as  Wf  r   = 
build  up  a  foreign  market  value  under  section  L. 

In  the  present  tariff,  under  section  L,  we  have  a  method  of  a.^ 
taining  and  assessing  duty  on  the  American  market  value.  ;f  • 
article  is  not  sold  freely  on  the  other  side  or  if  it  is  sold  c>nJ; 
exportation  to  the  United  States;  the  law  provides  that  the  Ar.  ■ 
can  selling  price  shall  be  taken,  and  from  that  the  duty  deduct««l.  i. 
certain  other  expenses.     If  the  goods  are  consigned  goods,  a  comn  - 
sion  of  6  per  cent  is  deducted;  if  they  are  purchased  goods,  a  pn  r  • 
8  per  cent  and  an  overhead  of  8  per  cent  is  deducted,  and  then  ' 
duty  is  assessed  on  the  valuation  so  ascertained.     It  seems  to  mt* : 
by  reversing  that  process  you  could  build  up  an  American  valui' 
oi  articles  which  have  no  comparable  American  article  and  whi«h  - 
not  sold  of  themselves  in  the  American  market,  and  I  think  *:•- 
would  include  practically  everything  coming  into  the  country,  a>  r-  -• 
as  I  can  see. 

Senator  Smoot.  That  would  take  in  the  great  bulk  of  staple^  i* 
the  other  novelties  not  manufactured  here  ? 

Mr.  Lamb.  Yes,  sir.    I  have  spoken  to  a  number  of  imp<  r  - 
about  this,  and  they  do  not  seem  to  mind  the  possible  increa-*- 
duty  so  much  as  the  imcertainty.    They  say  that  is  what  hi-*r    • 
them.    They  would  not  know  at  what  pnce  to  sell  their  merchar.:.- 
It  was  suggested  that  that  could  be  obviated  by  having  some  h^i' 
or  the  Secretary  of  the  Treasury  or  somebody  designated  by  * 
President  make  an  investigation  and  proclaim  market  values  f  ••  • 
definite  period;  that  at  least  would  do  away  with  the  uncertain^ 

There  was  some  mention  made  as  to  the  cost  of  instaUinir  i* 
American  valuation  plan.     I  believe  that  if  the  plan  were  instAl  -. 
the  increase  in  the  amount  of  duties  collected  by  cutting  off  ur«i-  • 
valuation  would  far  more  than  pay  for  the  cost,  even  at  the  peaA   ' 
the  cost,  which  would  be  at  its  initiation.     I  think  once  it  is  ^:\' 
lished  the  cost  of  maintaining  it  would  certainly  decrease.     It  se^m^ ' 
me.  Senator,  that  if  we  had  no  tariff  law  at  the  present  time,  and  (*• ' 
grass  in  passing  one  was  considering  whether  to  adopt  Amen- a' 
valuation  or  foreign  valuation  as  the  basis  for  the  collection  of  dn*  •* 
there  would  be  no  question  at  all  about  deciding  to  adopt  the  Aiti>-  *  - 
can  valuation;  and  after  it  had  been  in  effect  as  long  as  the  pr^^  " 
plan  has  been  and  somebody  would  come  along  and  suggest  the  prt^ ' ' 
plan  of  securing  the  value  of  merchandise  in  foreign  markets,  i  t*.  r  • 
it  would  be  claimed  they  were  insane,  and  that  it  would  take  an  am 
of  men  to  gather  the  necessary  information. 

As  to  the  litigation  that  was  said  to  arise  in  connection  with  i^  - 
there  is  no  doubt  there  will  be  considerable  litigation,  but  we  !*• 
that  after  every  tariff.     Protests  have  run  for  one  year  up  to  TJt'  ■■ 

firotests.     Of  course,  there  was  a  special  question  involved  tL»r 
n  other  years  it  ran  60,000,  40,000,  and  50,000— last  year  it  dn^pp 
down  to  about  4,000;  reappraisement  cases  run  from  4,000  to  6.'**  • 
year.     The  customs  courts  and  the  boards  of  general  appraiser^  *• 
m  the  best  possible  condition  to  handle  litigation,  because  by  rr**  ' 
of  the  war  limiting  importations  and  the  length  of  time  this  pn>- 
tariff  has  been  in  operation  practically  all  the  points  involviw  i.-i- 
been  litigated. 
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There  would  have  to  be  an  increase  in  the  force  of  the  customs 
vision  of  the  Attorney  General's  office,  but  that  would  not  amount 

mucli  comparatively.  The  entire  cost  of  maintaining  that  division, 
king  in  all  the  cases  throughout  the  United  States,  and  including 
c  traveling  expenses  of  the  attorneys  was  less  than  $65,000  last 
ar. 

Senator  Smoot.  If  the  committee  should  decide  to  adopt  the 
nierican  valuation,  the  Treasury  Department  could  immediately 
^tail  men  there  for  the  purpose  of  collecting  at  once  the  American 
duation  on  nearly  all  oi  the  staple  articles  and  could  do  it  within 
reasonable  time,  could  they  not  * 

Mr.  Lamb.  I  am  not  qualified  to  speak  on  that,  Senator,  but  Mr. 
avis,  whom  I  consider  one  of  the  test  posted  men  in  the  service 
1  that  question,  said  if  you  would  give  him  25  men  for  three  months 
:»  could  gather  it. 

Senator  Smoot.  If  you  would  give  him  60  good  men,  then,  he 
)uld  do  it  in  that  time  and  a  great  deal  less  ? 

Mr.  Lamb.  I  should  imagine  that  the  easiest  wav  to  secure  that 
iformation  would  be  to  have  the  American  manufacturers  associa- 
ons  furnish  it — practically  every  line  of  trade  is  organized  and 
v-ery  manufacturer  belongs  to  an  association.  They  have  costs  and 
.41ing  prices  down  to  the  smallest  things  they  sell.     I  should  imamno 

they  are  really  interested  in  the  American  valuation  plan  they 
ould  cooperate  and  give  all  those  prices  so  that  you  would  have  an 
nmense  mass  of  prices  practically  nanded  over  to  you. 

Senator  Jones.  Are  tney  not  interested  in  making  their  price  as 
i^h  as  possible  ? 

Air.  Lamb.  I  think  they  would  be,  Senator,  but  I  think  that  could 
e  checked. 

Senator  Smoot.  They  are  not  interested  in  that  any  more  than  the 
oreigner  is  working  to  make  the  cost  just  as  low  as  he  possibly  can  do. 

Senator  Calder.  The  information  the  American  manufacturer 
;ives  to  you  is  accurate,  is  it  not  ? 

Mr.  Lamb.  Under  the  present  system,  Senator,  we  have  no  neces- 
ity  for  appealing  to  them.  The  witnesses  we  call  on  are  importers 
>f  similar  merchandise,  who  tell  us  what  they  paid  for  the  merchan- 
lise  during  the  period  involved  in  the  case  under  appraisement,  and 
^e  never  nave  occasion  to  go  to  an  American  manufacturer  to  find 
mi  prices.     His  testimony  would  not  be  relevant. 

Senator  Calder.  It  would  simply  mean  accepting  the  informa- 
ion  from  the  American  manufacturer  instead  of  the  foreigner  ? 

Mr.  Lamb.  You  mean  if  the  new  plan  were  adopted? 

Senator  Calder.  Yes. 

Mr.  Lamb.  Then,  of  course,  we  could  go  right  to  him  and  get  it. 

Senator  Smoot.  And  we  could  get  it  under  sworn  statements? 

Mr.  Lamb.  Absolutely. 

Senator  Calder.  It  ought  to  be  under  a  sworn  statement. 

Mr.  Lamb.  The  Board  of  General  Appraisers  has  all  the  power  of 
the  circuit  court  of  the  United  States  to  compel  attendance  of  wit- 
nesses, the  production  of  books  and  papers,  etc.,  and,  of  course,  they 
are  all  sworn  where  they  give  any  testimony. 

Senator  Calder.  You  would  require  them  in  filing  a  statement  to 
do  it  under  oath  ? 

Mr.  Lamb.  I  think  that  would  be  a  necessary  precaution. 
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Senator  Caldeb.  The  importer  would  be  required  to  state  wL* 
believed  the  American  valuation  was,  would  he  not  ? 

Mr.  Lamb.  To  my  mind  that  woxild  be  very  easily  arrang»»:  ■ 
having  him  state  on  his  invoice  what  his  American  selling phct  ;* 

Senator  Smoot.  He  would  know  what  he  was  going  to  self  it  fo:  i 
you  could  make  him  swear  to  it  ? 

Mr.  Lamb.  Yes,  sir.    So  if  you  could  not  find  any  compAn- 
American  article  you  could  assess  the  value  on  the  duty  as  shovr 
the  importer's  sworn  statement. 

I  want  to  say  this  for  our  examiners  in  the  customs  serruf 
New  York  City.     I  have  been  brought  into  contact  with  all  of  ::• . 
since  I  have  been  in  the  service,  ana  I  have  never  found  a  morr  u  ■ 
working  nor  a  more  conscientious  body  of  Government  empli}'- 
They  really  do  their  best  to  keep  right  on  their  toes  in  refarc 
foreign  valuation.    Of  course,  in  the  last  analysis  thev  have  fi  r 
on  statements  made  to  them  by  importers  and  peopfe  in  tbe  -m 
line  of  business. 

*  They  do  the  best  they  can  under  the  system,  but  one  critkM- 
that  it  breaks  down  where  fraudulant  imdervaluation  b  invl-- 
Where  a  merchant  is  bringing  in  his  invoices  with  correct  (»•:-  s 
market  valuations  it  does  not  make  any  odds  whether  you  hiw 
examiner  or  not  except  for  classification  purposes. 

Senator  Jones.  Do  you  think  those  examiners  who  are  I>ein»«  r. 
are  interested  in  getting  as  low  a  duty  on  the  imported  comm*-. 
as  they  can  and  are  influenced  by  that  fact  ? 

Mr.TjAMB.  Senator,  I  am  not  a  Democrat,  but  I  think  that  i- 
be  very  frank,  sheer  nonsense.    I  do  not  think  a  man  up  theiv  -'i-  • 
two  straws  what  the  views  of  the  administration  is;  I  think  he  f-ar 
out  his  duties  just  as  the  law  requires. 

Senator  Jones.  I  am  of  the  same  opinion,  but  it  has  been  intiii.-  * 
otherwise,  and  I  thought  I  would  like  to  get  an  expression  fn»ni  • 

Mr.  Lamb.  I  have  had  them  under  close  observation  sincp  I  * 
been  there.    We  have  to  examine  them  before  trial  to  see  wha:  • 
testimony  will  be,  and  I  have  never  yet  seen  a  case  which  inili*  s 
there  was  such  a  situation. 

Senator  Calder.  The  examiners  in  the  service  at  Xew  Yor^ 
man  of  both  parties  ? 

Mr.  Lamb.  As  far  as  I  know;  yes. 

Senator  Calder.  And  there  is  no  difference  in  the  way  they  tJf : 
work? 

Mr.  Lamb.  You  mi^ht  be  interested  in  knowing  how  the  avrr^j 
examiner  is  appointea:  For  instance,  most  of  the  men  who  an  « 
aminers  entered  the  service  as  clerks,  as  the  result  of  a  civile  re- 
examination.    As  a  rule  they  are  assigned  to  an  examiner  to  «: 
out  his  report  and  do  the  clerical  work  in  connection  with  hiis  rxai:- ' 
tion.     They  acquire  a  certain  knowledge  of  the  business  bv  tea?*  r 
their  daily  work,  and  as  soon  as  there  is  an  examination  for  £be  pit^i ■* 
of  examiner  these  men  go  in  and  take  the  examination.     They  ^'■' 
more  familiar  with  the  merchandise  than  anybody  who  is  not  r>» 
in  the  importing  business,  and  you  can  not  get  a  man  in  the  ba*:r-  • 
to  come  into  the  Government  service  at  the  salaries  paid.    Thr  n-*- 
is  that  practically  all  these  positions  are  filled  by  the  men  wk*  hj 
come  into  the  service  as  clerks  and  worked  their  way  up. 
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[   think  it  is  extremely  remote  that  they  axe  actuated  or  motivated 
political  purposes  in  making  their  examinations. 
Senator  Smoot.  Do  vou  think  a  clerk  who  beUeved  in  free  trade 
uld  not  unconsciously  value  those  goods  just  as  low  as  possible  ? 
Mi*.  Lamb.  I  do  not  think  so,  Senator.     In  the  first  place,  I  think 
wroxild  be  detected  before  very  long. 

Senator  Smoot.  I  do  not  mean  to  say  that  he  would  do  so  willfully, 
t  it,  seems  to  me  that  unconsciously  his  training,  his  very  belief, 
mid  lead  him,  if  he  erred  at  all,  to  do  so  on  the  side  of  putting  goods 
st  as  low  as  possible. 

Mr.  Lamb.  The  trouble  i^  he  would  be  apt  to  be  removed  later, 
icswvise  if  he  passes  the  goods  at  less  than  the  market  value  a  com- 
ttitor  is  apt  to  come  in  at  any  time  and  want  to  know  how  that  is 
»iie ;   then  there  is  an  investigation. 
Senator  Smoot.  He  is  not  removed  always  ? 
Mr.  Lamb.  I  think  where  any  gross  negligence  or  anything  of  that 

>rt  occurs 

Senator  Smoot  (interposing) .  It  would  be  gross  negligence.  He 
igfa.t  err  1  or  2  or  3  per  cent,  and  3  per  cent  amounts  to  a  great  deal 
I  a  year's  business. 

Mr.  Lamb.  You  see,  Senator,  he  can  not  reduce  the  entered  value; 
e  can  not  go  lower  than  that  invoice  or  entered  value;  the  law  pro- 
ides  for  that.  The  only  thing  he  can  do  is  to  pass  it  as  entered 
r  increase  it.  If  he  knows  that  it  should  be  increased  and  does  not 
icrease  it,  that  inunediately  becomes  fraudulent. 

Senator  Smoot.  But  unconsciously,  he  would  likely  say,  '"That  is 
nough  for  that  fellow  to  pay." 

Senator  McLean.  You  are  speaking  of  examiners  ? 

Mr.  Lamb.  Yes,  sir. 

Senator  McLean.  When  the  appraiser  comes  along  he  can  accept 
ihe  invoice  value,  and  that  ends  it. 

Mr.  Lamb.  The  appraisers  have  all  been  political  appointments, 
lot  the  examiners. 

Senator  Smoot.  That  is  what  I  have  been  speaking  of,  and  that  is 
«rhat  I  characterized. 

Mr.  Lamb.  The  examiner  is  the  man  who  examines  merchandise 
&nd  compares  it  with  the-  invoice^  and  he  is  the  man  who  has  expert 
knowledge  as  to  the  values.  He  passes  on  it  and  forwards  his  finding 
as  a  matter  of  routine  to  the  assistant  appraiser,  and  he  passes  on  the 
examination.  It  is  very,  very  rarely  that  the  assistant  appraiser  will 
change  or  correct  the  return  of  an  examiner  in  any  way. 

Senator  Smoot.  Then  there  is  no  need  of  him  and  you  better  get  rid 
of  him. 

Senator  Smoot  (presiding).  We  will  now  hear  Mr.  Lawrence. 
Please  state  your  full  name  and  position  for  the  record. 

STATEMEITT  OF  MB.  CHABLES  D.  LAWBENGE,  UBTITED 
STATES  SPECIAL  ATTOBVEY,  DIVISIOIT  OF  CUSTOMS,  DE- 
PABTMENT  OF  JUSTICE,  NEW  YOBK  CITY. 

Mr.  Lawrence.  My  name  is  Charles  D.  Lawrence;  United  States 
special  attorney,  Division  of  Customs,  Department  of  Justice,  641 
Washington  Street,  New  York  City. 

Senator  Smoot.  If  you  will  kindly  proceed,  Mr.  Lawrence,  to  in- 
foim  the  committee  as  to  what  your  experience  has  been  in  relation 
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to  the  undervaluation,  and  also  what  your  ideas  are  as  to  the  advia- 
bility  of  adopting  the  American  valuation  plan  of  procedure. 

Mr.  Lawrence.  Mr.  Chairman  and  members  of  the  cominitteef  |^ 
first  I  might  say  that  I  have  been  in  the  Division  of  Customs  of  the 
Department  of  Justice  since  its  creation  in  1910.  Prior  to  that  timB 
the  work  of  our  office  was  conducted  as  a  branch  of  the  Treasorf 
Department.  In  that  department  I  was  associated  some  six  yean, 
ana  was  adopted  by  the  Customs  Division  of  the  Department  rf 
Justice  at  the  time  of  its  organization. 

In  presenting  my  pereonal  views  on  this  subject,  I  shaU  brieftf 
state  what  I  conceive  to  be  the  fundamental  advantages  of  m 
American  valuation  system  over  the  one  which  is  now  in  operatiat 

Parenthetically,  I  may  say  that  the  first  thought  which  comes  to 
my  mind  is  that  in  reading  the  biU  now  before  y^ou  one's  attention  k 
at  once  arrested  by  the  statement  that  it  is  a  bill,  or,  rather  an  aet, 
to  produce  revenue  to  regulate  commerce  with  foreign  countries,  to 
encourage  the  industries  of  the  United  States,  and  for  other  purpoaeB. 

With  that  as  the  declared  policy  of  the  Congress,  naturaUy  the 
first  question  to  arise  is  what  means  are  the  most  efficient,  expedient, 
and  feasible  for  accomplishing  its  purpose.  You  have  before  yo« 
two  proposed  plans  for  valuation  for  dutiable  purposes,  foreign  valoi- 
tion  and  American  valuation.  With  the  first  you  are  intimatdj 
acquainted  because  of  the  fact  that  it  has  been  in  operation  for  manr 
years,  and  you  are  now  to  determine  whether,  in  view  of  all  the  cif- 
cumstances  and  conditions  which  are  disturbing  the  trade  and  com- 
merce of  the  world,  that  method  is  still  an  adequate  and  satisfactcrr 
one. 

When  you  have  determined  the  system  of  valuation  or  method  d 
valuation,  which  I  deem  to  be  the  basic  consideration,  the  matter  rf 
rate  fixing  then  becomes  one  largely  of  detail.  The  inherent  weak- 
nesses and  difficulties  arising  out  of  the  administration  of  the  foreign 
valuation  system  have  been  pictured  to  you  and  the  question  is 
whether  that  system  is  still  adequate,  and  the  American  valuatkm 
plan  has  been  proj)osed  as  possessing  greater  merit  and  superior 
advantages.  Tne  objections  to  it  seem  to  be,  as  I  view  it,  largely 
the  outgrowth  of  speculation  and  fear,  a  natural  hysteria  that  always 
accompanies  any  new  legislation  of  any  importance. 

I  think,  however,  that  analysis  of  the  proposed  ^Vmerican  valu- 
ation plan  will  demonstrate  its  superiority  as  a  measure  to  obtain 
the  proper  valuations  for  duty  purposes. 

One  of  the  most  prominent  factors  disturbing  international  trade 
to-day  seems  to  be  the  fluctuation  in  foreign  exchange.  Mr.  Chair- 
man Page,  of  the  United  States  Tariff  Commission,  testifying  before 
this  committee  on  the  2oth  day  of  July,  said  that  the  great  argument 
in  its  favor — referring  to  the  American  valuation  sj^stem — 

is  found  in  t1i(»  fact  that  foreiK'i  exrhanijesare  very  variable  as  between  tliii»<x)untr\MJ 
otlier  coimtrieH,  and  tliev  llintuate  with  ^reat  violem.'e;  the  exirhauge  between  Em- 
land  and  Amorica  i.^  one  thing,  the  exchange  between  America  and  Germany  isanoih^' 
thing.  Tlie  same  article  coming  to  this  country  from  England,  therefore,  would  piy 
on  a  foreiirn  value  a  much  higl)er  duty  than  the  same  article  if  it  (*ame  to  thisi-ounin' 
from  (.iermany. 

And,  further,  Chairman  Page  said: 

That  is  tlie  great  argument  in  favor  of  American  valuation — that  is,  tliat  ii  will 
remedy  t«)  some  extent,  at  a?iy  rate,  this  difficulty  in  foreign  exchanges. 
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That  is  to  be  found  in  Part  1,  Tariff — ^American  Valuation,  pages 
9  and  20. 

-.\ii  argument  which  appeals  to  me  as  of  commanding  importance 
5  that  an  impartial  admmistration  of  a  tariff  law  which  affects  all 
ountries  exporting  to  the  United  States  goods  of  a  similar  nature 
•reduced  at  varying  costs  requires  that  the  basis  for  duty  shall  be 
he  value  at  which  such  goods  are  sold  in  the  usual  wholesale  quantities 
Q  a  country  common  to  them  all,  in  this  case  the  United  States. 

Bearing  m  mind,  if  you  please,  the  legislative  intent  of  this  act  to 
)rovide  revenue  and  to  encourage  the  industries  of  the  United  States. 
I'hv  should  vou  not  in  addition  to  fixing  vour  rates  in  the  Unitea 
Uates  fix  the  dutiable  value  in  the  United  States  upon  the  basis  of 
)rices  prevailing  in  the  United  States  ?  Instead  of  seeking  out  the 
narkets  of  the  world,  of  which  there  are  scores,  in  order  to  find 
values,  as  we  are  doiiig  to-day,  why  would  it  not  be  a  much  simpler, 
nore  efficient,  scientific  and  accurate  method  to  find  the  value  of  all 
mported  commodities  where  such  values  may  be  found  at  first  hand, 
ina  if  the  information  or  the  evidence  can  not  be  obtained  by  volun- 
tary'contribution  its  production  can  be  secured  by  judicial  process, 
as  those  in  possession  of  it  are  amenable  to  our  laws  ? 

Under  the  system  in  vogue  to-day,  however,  we  are  compelled  to 
:*cour  the  four  comers  of  the  globe — if  a  globe  may  be  saia  to  have 
corners — ^for  evidence  of  values,  and  if  our  foreign  friends  decline  to 
give  us  the  information  we  need,  we  have  no  recourse. 

My  colleague,  Mr.  Lamb,  has  explained  to  you  the  difficulties 
which  result  from  the  fact  that  foreigners  at  times  will  refuse  to 
disclose  information.  It  might  be  suggested  that  we  could  compel 
the  production  of  evidence  by  laying  in  effect,  an  embargo  if  they 
declined  to  give  the  information.  "  But  that  would  result,  1  think,  in 
irritation  and  diplomatic  embarrassments  which  1  think  ought  to 
be  avoided  if  possible. 

So  that  the  matter  of  securing  evidence  from  abroad  does  not  appeal 
to  me  as  a  satisfactory  one.  As  a  matter  of  fact,  we  are  frequently 
confronted  with  a  difficulty,  after  we  secure  evidence  through  the 
medium  of  our  special  agents,  in  that  the  evidence  fails  of  its  purpose 
because  the  courts  will  decline  to  receive  it  on  the  ground  that  it  is 
hearsay;  the  one  who  procures  it  is  not  before  the  court  for  cross- 
examination.  But  it  is  obvious,  of  course,  to  you  gentlemen  how 
much  better  and  with  what  greater  assurance  we  can  proceed  to 
procure  evidence  from  men  who  are  subject  to  our  compulsory 
processes. 

There  are  other  advantages  which  I  might  enumerate,  namely,  that 
the  American  valuation  plan  would  increase  the  revenue  in  certain 
cases  in  that,  whereas  the  cost  of  similar  products  might  be  subject 
to  considerable  variation,  they  would  always  be  valued  alike  for 
duty  purposes.  It  would  in  effect  be  placing  merchandise  upon  a 
specific-duty  basis. 

Again,  it  would  give  us  increased  protection 

Senator  Jones  (mterposing) .  Well,  do  you  mean  by  that  statement 
that  this  basis  would  not  be  changed  from  day  to  day  and  from  week 
to  week  so  as  to  comply  with  the  terms  of  the  law  as  it  is  written,  that 
the  American  valuation  as  of  a  certain  date  shall  be  the  basis  ? 

Mr.  Lawrence.  Precisely.  The  price  prevailing  in  this  country 
would  be  the  basis  for  appraising  merchandise  on  the  day  of  shipment. 
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Senator  Jones.  That  would  vary  from  day  to  day,  would  it  l-  * 
and  from  week  to  week  ? 

Mr.  Lawrence.  The  price  in  this  comitry  ? 

Senator  Jones.  Yes. 

Mr.  Lawrence.  It  might. 

Senator  Jones.  Do  you  not  think  it  would  ? 

Mr.  Lawrence.  Not  necessarily. 

Senator  Jones.  Does  it  not  do  so  now?    Are  not   those  pr. '- 
varying  from  day  to  day  now  ? 

Mr.  Lawrence.  I  would  not  say  they  were  varying  from  da}  • 
day;  I  will  say  they  are  subject  to  variation  from  day  to  day. 

Senator  Jones.  Do  you  know  anything  about  prices  m  this  count." 

Mr.  Lawrence.  I  do  not  believe  I  do,  Senator. 

Senator  Jones.  From  your  remarks,  I  agree  with  you. 

Mr.  Lawrence.  Prices  are  varying  everywhere,  I  suppose,  bui  l 
necessarily  from  day  to  day.     I  say  they  are  subject  to  variatitic 

Senator  McLean.  Suppose  they  do  vary  from  day  to  day— w!.i 
then  ? 

Mr.  Lawrence.  Then  the  dutiable  value  would  vary  accordirc; 

Senator  McLean.  Of  course. 

Senator  Smoot.  Sometimes  it  varies  in  a  foreign  country  t 

Mr.  Lawrence.  Certainly. 

Senator  McLean.  It  seems  to  me  that  is  fair.  I  was  about  u^  m 
it  would  give  us  increased  protection  in  that  opportunities  for  eviL-i-r- 
would  be  greatly  reducea,  and  it  would  discourage,  if  not  entL** ' 
eliminate,  fraudulent  undervaluation.  Fiurthermore,  it  would  b-* 
a  tendency  to  break  up  efforts  of  foreign  trade  combination!^  l:  . 
afford  us  oetter  protection  against  low-cost  nations. 

I  have  no  douDt  that  litigation  would  be  temporarily  stimultt'*. 
but  I  think  that  would  be  true  under  any  tariff  act  that  you  mist' 
enact.  I  can  not  conceive  of  any  law  being  enacted — and  I  n^*: 
no  criticism  of  your  legislative  acumen  and  sagacity  when  I  ^ ' 
tJiis — that  would  be  so  nearly  perfect  that  astute  coimsel  wouM  n- ' 
find  some  points  of  attack,  because  they  are  always  ready  to  »<;:■ 
upon  and  challenge  the  construction  placed  upon  the  law  by  \L-^ 
having  to  do  with  its  administration. 

One  more  point  and  I  am  through.     You  might  think  at  ir-' 
blush,  after  listening  to  the  discussions  which  have  taken  place  h^r 
that  the  Question  oi  .American  valuation  is  something  entirely  nf* 
But,  in  a  limited  sense,  it  is  not  new.    Omitting,  if  you  please  tz' 
consideration  of  American  valuation  in  the  formative  days  of  ••-." 
Government  and  coming  down  to  a  less  remote  period,  you  will  t: 
that  in  the  Dingley  Act  of  1897  it  was  made  •* lawful"  for  appni^.:^' 
oflicers   to   •'take  into  consideration'*  American  wholesale  ?<iu:** 
prices.     In  the  Payne-.Udrich  bill  of  1909  that  rule  was  exteD--*' 
and  made  an  alternative  method  of  finding  value.    Of  cour^.  I  ' 
not  mean  to  sav  to  you  that  it  was  the  same  system  that  we  are  ft^i'  - 
eating  to-day,  "but  the  system  of  American  valuation,  in  its  modi^-- 
form,  wai>  before  us  and  was  used  as  a  method  of  figuring  back  t** '' 
foreign  value. 

Now,  if  I  remember  correctly,  when  that  measure  was  before  *   "• 
gross  in  1909  it  was  bitterly  a^^ed  bv  the  importing  fraternity  i*  • 
very  obnoxious  law  and  it  was  heraldeil  by  the  press  as  one  of  'i.i 
greatest   tariff  jokers  ever   perpetrated,  and   by  other  oppn>b*v  -• 
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?rms;  yet  we  find  it  in  the  Underwood  bill  of  1913,  and  it  was  re- 
lactecf  into  law  without  protest.  So  that  with  these  limitations  the 
jTstem  of  American  valuation  has  been  under  consideration  and  in 
se,  to  some  degree  at  least,  for  24  years. 

I  do  not  mean  to  assert  that  this  svstem  would  be  entirely  free 
'om  imperfections,  but  all  things  considered,  weighing  its  advantages 
gainst  its  disadvantages  and  measuring  it  by  the  foreign  valuation 
ysteniy  I  have  no  fear  that  it  will  prove  an  expedient  and  workable 
Tocess  of  valuation,  and  if  adopted,  I  have  every  confidence  in  the 
bility,  intelligence,  and  wisdom  of  Congress  to  compose  rules  of 
^ction  which  will  be  appropriate*  to  its  efficient  and  successful  opera- 
ion. 

Senator  Smoot.  Are  there  any  questions  that  the  members  of  the 
'.ommittee  desire  to  ask? 

Senator  McLean.  One  of  the  principal  objections  by  importers  is 
hat  they  will  not  know  what  tneir  cost  price  is  going  to  be  three 
nonths  ahead  of  time.     What  have  you  to  say  about  that  ? 

Mr.  Lawrence.  Senator  McLean,  it  seems  to  me  that  a  business 
nan  ^would  not  place  orders  for  merchandise  very  far  ahe9.d  without 
some  approximate  knowledge  of  what  it  would  be  worth  in  this 
market  when  the  goods  arrive.  It  seems  to  me  it  is  his  business  to 
know  and  to  find  out  before  he  places  his  orders. 

Senator  McLean.  After  the  tning  had  been  running  a  little  while, 
would  it  not  be  inevitable  that  the  prices  would  become  fixed? 
Mr.  Lawrence.  Would  be  fixed  ? 
Senator  McLean.  Yes;  would  be  fixed  in  this  country. 
Mr.  Lawrence.  I  think  so. 

Senator  McLean.  Don't  you  suppose  there  would  be  difficulty  in 
knowing  what  the  rate  was  going  to  be  ?    It  certainly  could  be  ascer- 
tained as  accurately,  however,  as  it  is  now  with  regard  to  foreign 
value. 
Mr.  Lawrence.  I  think  so.  Senator  McLean. 
Senator  McLean.  Well,  I  want  your  opinion  on  that,  because  that 
is  one  of  the  objections  raised  by  the  importers. 
Mr.  Lawrence.  That  is  my  opinion.  Senator. 
Senator  Calder.  That  is  true  of  staole  articles,  but  how  about  the 
novelties  ?    The  buyers  go  to  Europe  in  the  spring  or  the  winter  to 
buy  for  the  later  season.    They  look  around  and  see  what  things  are 
good  for  the  market  and  then  they  purchase.     These  goods  are 
usually  manufactured  from  samples  and  they  make  deliveries  six 
montlis  afterwards.     Is  it  not  going  to  be  difficult  for  the  foreign 
buyer  to  have  any  knowledge  of  what  the  market  price  will  be? 

ilr.  Lawrence.  I  think  there  will  be  uncertainties  and  inequalities 
in  this  law  just  as  there  have  been  in  other  laws,  but  my  point  is 
that  the  advantages  of  this  proposed  method  of  valuation  will  out- 
weigh its  disadvantages,  considered  not  only  by  itself  but  measured 
by  the  foreign  valuation  system. 

Senator  Smoot.  There  is  another  thing.  Senator  McLean.  When 
a  purchaser  goes  to  Europe  to  buy  gooas  he  sees  samples  that  are 
oftered  him  there.  He  passes  judgment  on  them  as  to  whether  those 
goods  can  be  sold  in  this  countrv  in  competition  with  other  goods 
made  in  this  country.  If  his  juagment  tells  him  that  they  can  not 
be,  then  he  will  not  buy  them.  He  will  only  buy  them  in  case  he 
feels  that  they  can  be  sold  in  this  country  at  a  profit. 
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Senator  Jones.  The  answer  to  that  seems  to  be  this.     Even  :— 
wants  to  know  what  he  has  to  pay  for  merchandise  and  whm^ 
cost  is  going  to  be.     Under  the  present  system  he  can  know  abs-i!-:" 
when  he  is  buying. 

Senator  Calder.  I  do  not  think  he  can  because  the  ^aluati'  c 
the  imports  is  based  on  the  date  the  goods  leave  the  other  side 
may  be  six  months  afterwards. 

Senator  Jones.  He  will  know  what  the  goods  are  going  ti»  •  • 
within  a  small  margin^  but  under  this  system  he  can  not  know  v  . 
the  goods  are  going  to  cost  him  in  the  United  States,  and  he  nuj 
be  willing  to  take  the  risk,  knowing  what  he  has  to  put  int.- 
investment,  whereas  he  would  not  be  willing  to  take  the  rbk  if   • 
did  not  know  what  the  cost  of  the  goods  was  going  to  be. 

Senator  Smoot.  You  do  not  mean  to  say  that  the  goods  wiL  - 
crease  in  this  market  more  than  in  a  foreign  market  during  the  yx 
length  of  time  ? 

^nator  Jones.  I  do  not  know  about  that. 

Senator  Smoot.  WeD,  that  is  the  point. 

Senator  Jones.  But  when  he  buys  his  goods  he  can  know,  vr.:. 
reasonable  limitations,  the  amount  of  tax  that  is  to  be  put  on  ufiti' 
the  present  system,  but  under  this  other  system  he  can  not  pose^iK 
know  that. 

Senator  Smoot.  He  absolutely  knows,  because  of  the  fact  tha:  . 
knows  what  he  purchases  for  and  what  he  is  going  to  sell  for. 

Senator  Jones.  There  are  two  elements  to  consider — the  elenai  ■ 
of  variation  of  values  in  the  American  market  and  the  element 
variation  of  value  in  the  foreign  market. 

Senator  McLean.  And  besides  that  there  is  also  the  elemeD{    ' 
exchange.     If  it  is  a  rising  market,  he  may  find  himself  in  difficul'.-^ 

Senator  Jones.  Those  ne  would  have  imder  either  system. 

Senator  McLean.  Oh,  no;  not  under  the  American  valuation. 

Senator  Smoot.  Our  exchange  does  not  change.    Our  dolkr  .• 
worth  100  cents. 

Senator  McLean.  But  if  he  has  to  pay  for  goods  in  francs  nov. 
six  months  from  now,  he  has  got  to  know  what  they  are  gi>uu:  * 
cost  him. 

Senator  Jones.  That  will  be  the  case  either  wav. 

Senator  McLean.  But  it  would  not  affect  the  duty- 
Senator  Jones.  Oh,  no;  that  part  will  not. 

Senator  Smoot.  I  think  that  completes  the  list  of  questions  t«HiU< 
and  if  there  are  no  other  witnesses  who  want  to  appear,  we  »- 
adjourn  until  to-morrow  at  10.30  o'clock  a.  m. 

Sxa'PLEMENTABY  STATEMENT  OF  ThOMAS  J.  DOHKRTT,  RBPRE8BNnxu  TBS  SkT 

Council  op  American  Importers  and  Traders* 

All  through  the  somewhat  voluminous  an^ments  and  Btatements  of  tbe  «4r 
interests  who  are  urging  the  substitution  of  a  scheme  of  domestic  valiiatioD  d  ifif* '  * 
in  place  of  the  present  system  there  has  bean  a  preaisteut  and  studied  Atu>3i.>' ' 
induce  Congress  and  the  public  generally  to  believe  that  this  scheme  is  pui  f  «•'  - 
only  to  meet  an  emergency  due  to  the  fluctuations  in  foreign  exclians^.    Th^  il*'".'» 
tion  has  also  been  made  that  the  scheme  is  necessary  to  counteract  attempts  oltBii«<*''* 
to  undervalue  their  goods. 

This  is  distinctly  an  attempt  to  mislead  Confpress  and  the  people.    This  dc*  vi.  ^ 
tion  scheme  is  not  an  emergency  measure  devise!  in  good  faith  to  meet  piw»f  - 
contingencies.    Its  adoption  by  the  House  of  HepreBe<DtativeB  in  the  pcvdie;  * 
is  the  fruition  of  a  long  continued  and  pertinacious  campaign.    As  looft  ^o  a»  '*^ 
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the  writer's  knowledge,  this  scheme  was  proposed  to  the  Ways  and  Means  Committee 
tien  it  began  to  consider  the  revision  of  the  tariff  in  that  year,  and  it  was  again  pre- 
nted  to  the  Ways  and  Means  Committee  and  to  the  Senate  Finance  Committee 
iring  the  revision  of  1913,  and  it  was  urged  upon  the  Tariff  Commission  in  1917. 
t  uoiie  of  those  times  was  there  any  depreciation  of  foreign  currency  and  at  none  of 
loee  times  was  there  any  real  foundation  for  the  allegations  of  undervaluation.  This 
merican  valuation  scheme  is  not  at  all  the  result  of  an  attempt  to  meet  exchange 
editions,  and  it  is  not  too  much  to  suggest  that  its  presence  in  the  bill  as  it  passed 
le  ITouse  is  due  rather  to  the  persistent  propaganda  in  its  favor  than  to  fluctuationa 
I  exchange. 

It  would  seem  that  under  the  circumstances  the  proponents  of  this  legislation  would 
eive  evolved  a  plan  of  valuation  which  would  be  practical  and  practicable  and 
ould  meet  the  well-known  conditions  of  business.  It  has  already  been  fully  demon- 
rated  that  the  plan  as  it  appears  in  section  402  of  II.  R.  7456  is  neither  practical  or 
racticable,  and  it  fails  wholly  to  provide  for  the  transactions  of  international  com- 
lert^.  It  is  not  necessary  again  to  advert  to  the  ambiguous  and  varied  meanings  of 
le  terms  it  uses.  Dr.  Thomas  Walker  Page,  president  of  the  Tariff  Commission, 
ud  frankly  in  his  statement  before  the  Finance  C'Ommittee  on  July  25,  1921,  that 
is  perusal  of  the  pending  bill  did  not  enable  him  to  say  how  the  appraisers  are 
[>ing  to  ascertain  the  American  value.  It  is  significant  that  no  one  who  has  yet 
ppeared  before  the  committee  has  been  able  to  indicate  a  practicable  plan  for  so 
oing.  And  this  extreme  uncertainty  as  to  how  this  plan  will  work  is  its  outstanding 
ice.  Dr.  Page  said  further  in  his  statement  to  the  committee:  ''The  importer  will 
•e  obliged  to  take  his  chance  as  to  what  American  product  the  importer's  goods  will 
»e  comparable  with. "  And  further:  "  Different  appraisers  mi^ht  then  choose  differ- 
nt  commodities  as  comparable. "  Another  objection  to  the  bill  as  it  stands  is  that 
I  completely  revolutionizes  the  whole  system  of  appraising  merchandise  for  duty 
K-ithout  even  the  groundwork  of  facts  and  figures  which  were  always  considered 
lecessary  in  normal  times  to  guide  Congress  in  re^dsing  the  tariff  law. 

Proof  of  this  is  found  in  utterances  of  Members  in  both  Houses.  Notable  among 
hese  is  the  following  statement  of  Congressman  Nicholas  Longw(»rth,  member  of  the 
Vays  and  Means  Committee,  in  a  signed  article  in  the  New  York  Times  of  April  10, 
l92  I ,  which  was  two  months  after  tiie  close  of  the  hearings  before  that  committee  and 
kfter  he  had  had  a  chance  to  peruse  and  digest  them  fully.    He  said: 

"The  situation  which  feces  the  Republican  members  oi  the  Ways  and  Means  Com- 
nittee  to-dav  is  infinitely  complicated.  In  the  first  place,  the  times  are  entirely 
ibnormal.  Costs  of  production,  not  only  abroad  but  at  home,  are  extremely  high, 
Lnd  in  many  cases,  impossible  of  accurate  ascertainment.  When  producers  themselves, 
18  is  very  frequently  the  case,  can  not  tell  us  what  their  competitors'  costs  are  or  even 
their  own,  it  is  asking  a  good  deal  of  us  to  prepare  tariff  schedules  which  shall  be 
jcientifically  accurate." 

Again  in  the  report  of  the  hearing  before  the  Finance  Committee  on  July  25,  1921, 
we  find  the  following  colloquy: 

''Commissioner  Paob.  Do  you  regard  the  information  used  by  the  Committee  on 
Ways  and  Means  as  not  being  satisfactory  for  fixing  rates? 

"Senator  McCumber.  I  have  looked  m  vain  so  far  to  find  a  foundation  on  which 
to  work  on  the  American  valuation." 

A  careful  comparison  of  the  rates  of  duty  as  fixed  in  the  new  bill  based  upon  the 
value  of  the  articles  in  domestic  markets  with  the  rates  carried  by  the  present  law  and 
with  those  of  the  Payne- Aldrich  Act  of  1909  justifies  the  statement  that  this  new 
scheme  has  for  its  purpose  the  unwarrantable  and  inordinate  raising  of  duties  on 
foreign  imports  without  seeming  to  do  so.  This  impression  is  confirmed  by  an  exami- 
nation of  the  extravagant  statements  made  by  various  domestic  manufacturers  who 
have  appeared  before  the  Finance  Committee  during  the  hearings  on  this  subject. 
The  conclusion  is  unavoidable  that  the  one  desire  of  these  manufticturers  is  to  bring 
back  the  conditions  obtaining  during  the  war  when  they  had  no  foreign  competition 
whatever  and  when  they  could  ask  any  price  they  pleased  for  their  products  and  sell 
them  on  any  terms  they  pleased.  There  is  no  dealer  or  merchant  but  what  has  a 
vivid  recollection  of  the  *' sellers'  market"  and  what  it  meant  to  them. 

The  actual  effects  of  the  new  duties  in  the  way  of  establishing  selling  prices  of  com- 
modities greatly  higher  than  have  been  hitherto  known  conseauent  upon  the  relatively 
enormous  rise  m  the  amount  of  duty  imposed  and  to  be  collected,  is  shown  by  the 
tabulated  statement  introduced  at  the  hearing  of  August  2,  1921,  but  printed  in  the 
pamphlet  containing  the  hearing  of  August  4,  1921.  The  figures  given  in  this  state- 
ment are  mathematically  correct  and  the  selling  price  as  there  ^ven  has  been  tested 
hy  comparison  between  the  c.  i.  f.  costs  at  the  port  before  duties  are  paid  with  the 
selling  price  at  which  the  importer  must  sell  after  computing  thereon  the  duties 
imposed  by  the  Fordney  bill. 
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There  is  another  point  of  uncertainty  in  connection  with  this  vahiation  meme 
which  has  not  been  successfully  met  but  on  the  contrary  has  been  evaded.  Ha 
reference  is  to  the  phrase  in  section  402  ''in  the  principal  market  or  markets  of  lb 
United  States."  Tnere  may  be  several  or  many  principal  markets  for  diTerento* 
modities  in  the  United  States,  the  value  differing  in  each  market.  This  must  be» 
in  view  of  the  great  geographical  extent  of  the  United  States,  and  vet  no  wiy  Im 
been  pointed  out  how  this  difficulty  is  to  be  met.  It  is  plain  that  there  can  not  I* 
more  than  one  market  value.  It  is  intolerable  that  identical  goods  exported  on  tki 
same  day  but  arriving  at  dii^erent  ports  in  the  United  States  shall  be  appnisedil 
different  values  and  consequently  i)ay  di.:erent  duties  on  entering  the  United  Stito. 
The  United  States  Supreme  Court  in  Passavant  v.  United  States  (169  U.  S.,  I6it0ik 
occasion  to  remark  that  the  tariff  act  does  not  contemplate  two  prices  or  two  muirt 
values.  As  to  this^  a  quotation  from  an  opinion  rendered  by  Daniel  Webster  vba 
Secretary  of  State  is  directly  pertinent  and  is  of  singiilar  interest  at  this  time.  Fcr 
the  quotation  we  are  indebted  to  a  letter  of  Everett  r.  Wlieeler.  printed  in  theXer 
York  Times  of  August  5,  1921: 

''In  support  of  tnis  opinion,  the  undersigned  su^ests,  in  the  first  place,  thegmt, 
if  not  the  insurmountable,  difficulties  of  establishing  a  home  valuation  at  anv  port, 
without  running  the  risk  of  producing  such  diversity  in  the  estimates  of  vuik,» 
shall  not  only  lead  to  great  practical  inconvenience,  but  interfere,  also,  in  eitet  W 
with  the  constitutional  provisions,  that  duties  and  imposts  shall  be  equal  in  all  StitA'* 

May  we  also  submit  as  a  part  of  this  memorandum  the  following  editorial  irtkie 
from  the  New  York  Evening  Post  of  August  2,  1921; 

*'THE   AMERICAN   VALUATION  PLAN. 

**  Expert  study  of  the  American  valuation  provision  of  the  Fordney  tariff  billnwe 
than  confirms  the  first  doubts  of  its  advisability.  Those  doubts  centered  around  thne  t. 
points  (1)  The  extremely  high  rates  which  would  result  in  many  cases  &omt«lda|  ""^ 
the  Ameri(!an  price  instead  of  the  foreign  price  as  tlie  basis  of  calculation,  (2,i  ik 
difficulty  of  applying  the  scheme,  (3)  the  consequent  uncertainty  as  to  what  thedotw 
actually  assessed  would  be.  While  any  one  of  these  three  objections  is  fotal.  itistk 
third  objection  which  most  troubles  the  importer.  The  best  tariff  bill  is  bad  if  it 
introduces  any  considerable  amount  of  uncertainty  into  business.  Now.  it  would  not 
be  easy  to  devise  an  arrangement  whi(;h  would  create  so  much  uncertainty  ss  tbii 
American  valuation  plan.  Fift^jen  per  cent  on  the  American  valuation  of  anirticlfr 
may  mean  30  per  cent  or  60  per  cent  on  the  cost  of  the  article  abroad.  The  impwtff 
has  no  way  of  knowing  how  mu(!h  it  will  mean.  The  American  valuation  plan  miebt 
properly  be  described  as  a  plan  to  make  importing  not  a  business,  but  a  gamble. 

The  worst  objection  to  the  plan,  however,  is  its  un workability.  It  puts  an  imj^e 
sible  task  upon  the  customs  ofii( iais.  What  is  the  American  valuation  of  an  arti'l^- 
Is  it  the  price  at  which  it  sells  in  New  York  or  Pittsburgh  or  Ran  Diego?  In  practkt 
the  officials  would  be  driven  to  that  despair  of  the  importer — an  arbitran*  fieuw- 
Then  would  come  appeals  to  the  courts  and  the  long  process  of  judicial  adjiiftment 
The  more  tlie  appraisers  liave  looked  into  the  applicability  of  the  plan  the  mure  ihtf 
have  felt  like  tlirov^dng  up  tlieir  hands.  And  they  are  not  a  set  of  jiereous  who  aie 
unaccustomed  to  intrir-ate  problems.  Tlie  best  e\'idence  of  the  soundness  oi  their 
feeling  against  the  ])lan  is  the  fact  that  the  Senate  Finance  C'ommitt<?e.  in  its  hcarinff 
on  the  bill,  was  obviously  impressed  with  the  reasoning  of  an  official  of  the  New  Y'-rk 
customhouse.  Investigation  since  tl  oee  hearings  has  only  made  the  fun<iamfni*l 
defect  of  the  plan  clearer.     It  sliould  be  stricken  from  the  bill.'' 

In  conclusion  we  beg  to  point  out  the  utter  fallacy  of  the  statement  so  frequenily 
made  by  the  l^ackers  of  this  scheme  that  it  will  cure  the  difficulties  ascribed  by  thrti 
to  the  depreciation  of  foreign  currencies,  and  that  it  will  likewise  remedy  the  iiie- 
quality  that  now  (jxists  at  the  port  of  entry  l>etween  goods  from  low-cost  countries  tad 
goods  from  high-cost  countries. 

The  first  of  these  propo^^itions  is  based  on  the  grotesque  idea  that  merchandise  fn® 
foreign  countries  whose  currencies  are  seriously  depreciate  is  coming  to  this  counuy 
and  is  being  appraised  and  passed  by  our  appraisers  at  the  same  number  of  uniist-l 
the  depreciated  currency  as  the  goods  were  formerly  invoiced  at  whc^i  said  ciirp'nc)' 
was  of  full  value.  The  action  of  these  people  in  repeating  this  atat^^ment  aiter  its 
error  hafl  l>een  repoat(»dly  and  conclusively  demonstrated  before  tliis  commilttH.'  fairly 
indicates  that  the  truth  lias  no  appeal  for  them.  For  the  facts  in  connection  ^ith  tb* 
question  the  reader  is  referred  t()  the  iK^aring  of  April  i?2,  1921,  Imfore  tht*  S<*naw 
Finance  Committee  when  it  was  considering  the  so-called  emergency  tariif  hill. 

In  respect  to  the  second  proposition,  namelj>',  tliat  by  appraising  goods  uihmi  tbe 
basis  of  their  selling  price  in  this  (country  the  disadvantage  wliich  a  nigh-cost  couutrj 
suffers  now  as  compared  with  a  low-cost  country  will  be  abolished «  it  is  8Ulfici«'nt  i" 
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say  "tliat  putting  an  additional  burden  upon  the  goods  from  these  respective  countries 
ioes  not  have  the  effect  of  eG[ualizing  the  landed  cost  of  such  go(xis.  There  is  no 
luestion  but  that  this  bill  as  it  stands  heavily  increases  the  import  duties,  and  it  is 
lot  clear  how  putting  an  additional  burden  upon  high-cost  Canadian  goods,  for  ex- 
imple,  and  upon  low-cost  Japanese  goods,  for  example,  is  any  benefit  to  the  Canadian 
zocxis.  All  that  this  new  system  does  is  to  insure  they  all  pay  the  same  amount  of 
iuties,  but  it  is  plain  that  the  same  amount  of  duties  added  to  the  varying  production 
cxwts  of  different  countries  does  not  alter  their  relative  position  toward  one  another. 
Furtliermore,  it  is  very  poor  economy  to  put  a  heavy  additional  burden  upon  the 
American  consumer  in  the  belief  that  sctme  one  foreign  country  will  be  benefited  at 
the  expense  of  another.  No  reasonable  American  importer  or  consumer  objects  to  a 
rate  of  duty  that  will  insure  proper  protection  for  domestic  manufacturers,  but  it  is 
asking  a  little  too  much  for  them  to  submit  to  further  exactions  so  as  to  protect  one 
foreign  country  against  another. 

Upon  the  whole  case  we  urge  that  in  view  of  the  fact  that  all  market  prices  and 
values  are  in  a  state  of  flux,  wrdch  is  necessarily  temporary  in  character,  tne  present 
is  a  'wholly  inopportune  time  to  undertake  a  revision  of  the  tariff,  which  involves  a 
complete  change  in  the  system  of  appraising  merchandise;  which  will  put  the  most 
skillful  and  most  experienced  of  our  customs  appraisers  imder  the  necessitv  of  learning 
their  business  all  over  again,  and  which  finally  will  render  obsolete  and  iiseless  the 
accumulated  knowledge  of  values  and  rules  of  appriasement  that  have  stood  the  test 
for  100  years. 

Importers  do  not  object  to  any  rates  of  duty  that  the  wisdom  of  Congress  may  deem 
it  neces^ry  to  impose  on  foreign  merchandise.  All  they  ask  is  that  the  duties  be 
imposed  in  such  a  way  that  merchants  will  know  what  they  are  going  to  be.  The  bill 
as  submitted  now  makes  it  impossible  for  merchants  to  know  what  their  foreign  goods 
will  cost  them  landed,  and  this  uncertainty  will  prove  fatal  to  bilsiness.  It  is  not  too 
much,  to  say  that  if  the  Senate  should  accept  this  American  valuation  provision  as 
it  stands  the  business  of  importing  in  so  far  as  it  is  affected  by  this  measure  will  come 
to  a  complete  standstill.  Tnis  is  not  the  time  to  inject  additional  confusion  and  uncer- 
tainty into  the  business  world.    There  is  enough,  and  to  spare,  now. 

(Thereupon,  at  4.30  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Thursday,  August  11,  1921,  at  10.30  o'clock  a.  m. 
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MONDAY,  AUaXJBT  10,  1921. 

United  States  Senate, 
Committee  on  Finance, 

Wdshington,  D,  C. 

The  committee  met  at  10.30  o'clock  a.  m.,  in  room  312,  Senate 
Office  Building,  Hon.  Boies  Penrose  presiding. 

Present:  Senators  Penrose  (chairman),  McCumher,  Smoot,  La 
Follette,  Dillingham,  McLean,  Curtis,  Watson,  Calder,  Sutherland, 
Eind  Walsh. 
Present  also:  Hon.  Hiram  Johnson,  Senator  from  California. 
The  Chairman.  The  committee  will  come  to  order.  It  is  the 
intention  of  the  committee  to  proceed  this  morning  with  the  con- 
sideration of'  the  chemical  schedule.  The  committee  has  come  to  a 
substantial  agreement  on  the  valuation  system  as  the  basis  for 
computing  the  duties,  with  amendments  which  have  been  published 
in  the  papers  and  which  are  available  to  any  gentleman  who  attends* 
these  hearings  and  who  desires  to  have  them. 

A  resolution  has  been  passed  by  the  committee  to  limit  each 
witness  to  15  minutes,  and  it  is  earnestly  desired  that  every  group 
or  coterie  or  every  single  interest  will  unite  in  having  some  one 
present  to  represent  them.  Already  there  are  over  500  applications 
for  hearing.  You  gentlemen  are  all  interested — I  refer  more  to  the 
witnesses  present — m  having  this  bill  promptly  passed.  If  you  all 
insist  on  being  heard  at  great  length,  it  never  will  be  passed.  It  is 
to  your  interest  as  much  as  to  that  of  the  committee  to  proceed 
promptly,  concisely,  and  briefly. 

The  committee  have  resolved  informally  to  refrain  from  ques- 
tioning or  arguing  with  witnesses  so  far  as  may  be  possible. 

Of  course,  in  addition  to  the  statements  of  the  witnesses,  briefs 
may  be  filed,  if  they  are  not  too  long  or  prolix,  subject  to  examina- 
tion, before  printing,  by  the  experts  attached  to  the  committee. 

The  committee  oesires  full  information  from  the  witnesses.  It 
wants  to  make  every  eflort  to  extend  adequate  protection  to  Amer- 
ican industry,  but  tne  committee  must  proceed  on  prompt  business 
lines  or  we  will  never  get  through.  We  desire  the  cooperation  of 
the  gentleman  present  as  well  as  the  cooperation  of  the  members  of 
the  committee. 

Mr.  Mortimer  B.  Fuller  is  present,  from  Scran  ton,  Pa.,  representing 
the  International  Salt  Co. 

Mr.  Fuller.  I  am  going  to  ask  Mr.  Chisholm,  the  vice  president 
of  the  company,  who  has  prepared  a  brief,  to  handle  the  case  for  me. 
The  Chairman.  Very  well,  sir. 

925 
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STATEMENT  OF  W.   T.   CHISHOLM,   SCRAKTOV,   PA.,   SEFU- 
SENTINO  THE  UTTEBNATIOHAL  SALT  CO. 

The  Chairman.  What  position  do  you  hold   with  the  Interr.-- 
tional  Salt  Co.  ? 

Mr.  Chisholm.  Vice  president,  International  Salt  Co.,  in  cL»n> 
of  sales. 

The  Chairman.  Now  will  you  submit  briefly  your  views  on  ti* 
pending  question  ? 

Mr.  Chisholm.  There  is  at  present  no  import  duty  on  salt.  Tl- 
last  duty  in  effect  was  in  1909. 

Senator  Smoot.  Before  the  witness  proceeds,  I  think  we  ought  *• 
decide  the  question  as  to  whether,  where  there  is  a  chemical  that  is  <  t 
the  free  list,  it  should  be  considered  under  the  diemical  sdwduie  ^ 
whether  we  should  wait  until  the  free  list  is  reacdied.  I  tlmik  tt^ 
ought  to  be  decided  now,  because  there  are  a  good  many  men  in  *1* 
West  who  desire  to  appear  here  with  reference  to  items  tlutt  are  oo  tiV 
free  list,  some  of  which,  if  put  on  the  dutiable  list,  would  fall  ondff 
the  chemical  schedule,  some  under  the  agriculturid  schedule  and  mmy 
imder  the  other  items  of  the  bill. 

The  Chairman.  Can  we  not  hear  them  at  either  time,  when  thr 
schedule  comes  up  or  when  the  free  list  comes  up,  acoordmg  to 
convenience  ? 

Senator  Smoot.  I  think  there  ought  to  be  some  kind  of  an   ^ 
ment  reached  by  the  committee  so  that  we  shall  all  understand  it. 

The  Chairman.  I  am  perfectly  willing  to  have  an  agreement,  hz: 
it  does  not  seem  to  me  to  be  important. 

Senator  Smoot.  If  it  is  to  be  the  policy  to  begin  now  on  the  free  il^t 
then  we  ought  to  notify  the  interested  parties. 

Mr.  Chisholm.  The  Fordney  bill  proposes  a  reinaiatemeBl  cf  xi^ 
Payne-Aldrich  rates. 

Senator  Smoot.  If  we  are  to  take  up  items  under  the  free  Ibt 
whenever  a  schedule  is  reached  that  a  particulAr  item  would  fall  ini* 
I  want  to  telegraph  to-day  to  my  people,  because  there  are  a  0^1 
man^  other  items  in  this  schedule  upon  which  paitieB  Uving  inCib* 
forma  desire  to  be  heard. 

The  Chairman.  Does  it  matter  whether  they  are  heard  on  thb 
schedule  or  on  the  free  list,  so  long  as  thev  are  heard  ? 

Senator  Smoot.  I  think  there  ought  to  be  a  policy  of  the  comiiiitut 
established. 

Senator  MgLban.  As  I  understand  it,  the  proposal  is  to  lake  ihes* 
items  off  the  free  list  and  put  on  a  tariff. 

Senator  Smoot.  Just  exactly.  What  I  want  %o  know  is  wfaetlvr 
we  are  going  to  hear  them  when  we  reach  the  schedule  or  whftn  vt 
reach  the  free  list. 

The  Chairman.  If  there  is  no  objection,  would  it  not  be  sau^ 
factory  to  have  it  understood  that  the  witnesses  can  be  heard  «' 
either  time  ? 

Senator  Smoot.  If  the  committee  desires  it,  all  ririit. 

The  Chairman.  If  there  be  no  objection,  then,  &ai  is  the  undr:- 
standing,  that  the  representatives  of  those  industries  whoee  prodor:* 
are  on  the  free  list  can  be  heard  when  the  schedule  is  reached  vmAff 
which  their  items  would  come,  or  when  the  free  list  is  reached. 

Now  you  may  proceed,  Mr.  Chisholm. 
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Mr.  Chisholh.  It  is  proposed  in  the  Fordney  bill  to  reinstate  the 
*ayne-Aldrich  rate  of  7  cents  on  salt  in  bulk  and  11  cents  on  salt  in 
•ackages. 

Salt  is  imported  chiefly  from  England,  where  evaporated  salt  is 
produced,  the  Mediterranean  countries,  and  the  West  Indies,  which 
5  a  coarse-grained  salt  made  from  sea  water  by  the  solar  process — 
he  sun — also  from  Germany,  where  both  rock  salt  and  refined  or 
vaporated  salt  are  produced. 

The  severe  competition  existing  to-day  has  to  do  with  salt  im- 
>orted  from  Germany  more  than  from  any  other  country.  We  have 
lere  statistics  showing  the  increase  in  volume  of  arrivals  since  1909. 
lock  salt,  which  is  similar  in  grade  to  that  produced  in  this  country, 
lot  salt  for  human  consumption,  is  offered  at  Atlantic  coast  ports  m 
)ulk  at  29  cents  a  hundi'ed  pounds.  The  freight  rate  from  the 
learest  American  salt  plant  to  tne  Atlantic  ports,  from  Portland,  Me., 
:o  Jacksonville,  Fla.,  is  an  average  of  36  cents  a  hundred  pounds, 
riiey  are  offering  this  same  salt  in  100-pound  bags  at  40  cents  each 
Lo  tiie  American  manufacturer  who  has  a  freight  rate  of  36  cents  and 
10  cents  for  the  cost  of  filUng  the  bag.  In  eitner  case  nothing  for  the 
5ult. 

Fine  salt  or  so-called  table  salt — here  is  a  sample  from  Germany 
tlircHit,  similar  in  grade  to  the  evaporated  or  refined  salt  produced  in 
this  country — is  offered  in  100-pound  bags  at  any  Atlantic  coast  port 
for  50  cents  each  as  against  a  freight  rate  of  36  cents  to  the  Atlantic 
port  and  10  cents  for  the  bag^  or  46  cents  for  the  freight  and  the  bag— 
a  filling  cost  of  46  cents  as  against  a  selling  price  of  50  cents. 
Senator  IjA  Follette.  miat  is  the  freight  rate  ? 
Mr.  dnsHOLM.  From  American  salt  plants  in  New  York  State, 
which  are  the  nearest  ones  to  the  ports,  the  freight  rate  to  Portland, 
Me.,  is  30  cents;  Boston  the  same;  New  York,  25  cents;  Philadelphia 
and  Baltimore.  25  cents;  Norfolk,  35  cents;  Charleston,  S.  C,  50 
cents;  and  Jacksonville,  Fla.,  51^  cents;  or  an  average  of  36  cents  a 
hundred  pounds. 

As  I  say,  the  severest  competition  is  coming  from  Germany  in  both 
grades  of  salt,  crushed  rock  salt  used  in  the  summer  time  by  the  ice 
cream  people  in  volume  and  for  the  curing  of  hides  and  in  the  chemical 
industry,  as  against  the  finer  salt  used  not  only  for  human  consump- 
tion, although  the  tonnage  of  that  is  small  compared  with  the  total 
produced,  but  used  by  bakers  and  pork  packers,  especially  at  this 
time  of  the  year  in  the  southeast  at  the  time  of  the  killing  oi  hogs. 

It  is  something  new  for  the  American  salt  industry  to  be  con- 
fronted with  competition  from  Germany.  Little  or  no  tonnage  was 
imported  for  several  years,  but  just  prior  to  the  war  there  was  every 
inciication  of  its  being  offered. 

In  the  year  1920,  47,669,000  pounds  of  salt  were  imported  to  this 
country  at  a  valuation  of  30  cents  per  100  pounds,  which  about 
checks  with  what  is  being  offered  to-day.  So  far  this  year  they  have 
put  in  about  30,000,000  pounds,  between  January  and  June,  increas- 
ingly so  with  the  summer  demand.  We  have  no  July  figures.  The 
valuation  has  run  from  25  cents  to  48  cents  a  hundrecl  pounds. 

There  exists  in  Germany  a  salt  syndicate  giving  direct  assistance 
to  the  German  producer  and  dealer  by  the  remission  of  the  normal 
tax  of  120  marks  per  gross  ton  which  is  imposed  upon  salt  produced 
for  domestic  consumption.     This  advantage  is  neutralized  by  the 
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t.v,T>j:  .rr  iT.{^  <*\pi>rt  price  at  a  point  considerably  higher  thnr. 
iiu.'s^-:    Tv^:tr   fv»r   home   consumption.     The   governmental    p- 
»,>7*t>**^  :.   Vn'  :.^  dx  the  export  price  so  as  to  enahle  the  pnvl 
v.^::c^  ::  ^:  export  bosmess  and  at  the  same  time  ;:♦••  • 
~    a'^v-r  rci-i?  f'^r  rhe  merchandise. 
^  rw-.   >-  -••_«':i:e<  existing  absolutely  dire<-ting  and  • 
-VT*'  r-    f  sol^  tirottgh  ihe  export  licensing  powrr    * 
^  >a.~   az.:  'i*?  ::ber  covering  the  finer  or  evap^ra*' 
"^-    --':  :.  -*<^i  ir«  sirnilir  and  act  in  the  same  ui.  ■ 
<"^  ■•       .'■•-.>      T-  the^i«*  syndicates  have  been  delt-j:' 
..'-.■:'":    r  ^snmg  ■export  licenses,  and  undt-r 
»  :     --  ---Tnit?!i~  And  according  to  the  or^*  ■ 

--  -       -  r  r*  :•  '•c:;«*-i   a-n  only  be  grantetl  to  nit-: 

•    *-        .    t.-T    'n.*"  -^'iH'i  the  mvoice  discloses  i\./ 
.    —  .*  >-  ,.   ^x-  -p^M  ^yniiioate.  with  the  app-^ 
-    •  -        -^-.    T  "*:-»  :u»*r"handise.     In  this  nu" 

-.  ;^  —  n;^ni*st^  ^  -obtained  and  the  !:••• '  ■ 


»-• 


■2-  "Hi:."  'iiH  7r.^«i*icers  would  be  ?la"  ' 
xiT    r.ar  \r~**\   *y  zcjid  syndicate,  ano  ** 
~  -'innH'i^-.xf  r-irp^^ses  the  Govern:; '■ 
.—  •^-•'trr^  ihe  m^-'Tnum  export  pn  • 
-•   -i  SI. '  plants  is  fr«ci  4  tt>  4 J  murk*  :• 
::»*  1  ^~iber  and  lo^nition  of  the  plr* 
-^"    r«i'jstrv  and  .v%  in  the  refin*^ 

»  ^    ir^  31  Germany  f 

::    r-tfCTiian}*.     They  an?  hn-ated  ali  '••• 
•^."^lUJi  district  for  the  export  trad* 
-i.*t.iJ%  res.  is  the  district  which  compr.-- 

.  ^ti^deburg.     There  ar»»  manv  p".-' 
*:i*n»a  by  the  River  Elb*»  and  then  f 
.•  r  :rirtsportation  by  the  Rhine  an*.  ' 

'X  «-nji!i  salt  industry  during  the  war  ^  . 
-^  :v*iich  practically  compelled  Geni.' 
...  ^«ie  OT  Germany. 
1  7r*  duct  was  developed  during  th-  -■  ' 
•  ."-i  e\I  salt  and  has  practically  disp'- 
•J..T  r:iarket. 

•-  r-x'k  salt  [exhibiting],     Thnmgh  ' 
insT  they  are  producing  thi^chariit*" 
-^-rjn^  or  evaporate<l  salt. 
>..-^  -siil:  sATidicate  show  that  during  iL*  . 

♦.  •».  to  May  31,  1918,  there  were  on li . 
.   :  ^\\272  tons  of  rock  salt,  not  only  t.  * 
t.-png  our  investigation  it  was  assert«^*  * 
^..•es  of  the  syndicate  that  2.000.0l«»  :    • 
\:vrt  during  the  coming  year  and  th»* 
-    •quired  this  amount  coulH  be  indefir..*'- 

•a:  this  claim  is  ^   ^  exaggerated. 
,     •»'*  nuKb  is  r^  ^ne  United  Sta*- 


*•   '   *i 
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It  has  been  represented  to  the  American  salt  industry  that  the 
Ozechoslovakian  Government  is  now  ready  to  parcel  out  salt  privi- 
leges which  came  to  them  in  the  territory  acquired  from  Austria, 
which  would  undoubtedly  include  a  monopoly  in  a  manner  somewhat 
similar  to  the  present  German  Government  control  and  salt  syndi- 
cates. There  is  considerable  salt  in  Austria  available  for  export 
through  the  port  of  Danzig.  This  indicates  how  cumulative  the  pos- 
sibilities of  import  salt  competition  appear  as  a  result  of  the  changed 
conditions  arising  from  the  war,  and  more  particularly  because  of 
thepresent  rates  of  exchange. 

The  absolute  indispensability  of  salt  as  a  food  product  is  univer- 
sally conceded.  In  addition  to  the  necessity  of  salt  for  human  and 
animal  consumption,  it  is  necessary  in  packing  meats  and  fish,  pre- 
serving and  picMing  food  products,  salting  hides  and  skins,  and 
freezing  and  packing  ice  cream.  It  is  also  essential  in  the  manu- 
facture of  dyes,  chemicals,  fertilizers,  soap,  paper,  steel,  and  tile,  as 
well  as  for  many  other  commercial  uses. 

Among  the  industries  by  which  the  use  of  salt  is  necessary  and 
which  indicate  possibilities  of  further  development  of  the  salt  in- 
dustry are  those  established  during  and  subsequent  to  the  war.  Salt 
was  quite  a  factor  in  the  gas  program  and  accounts  to  some  extent 
for  the  growth  and  expansion  of  the  salt  industry  in  Germany.  If  it 
is  to  be  the  policy  of  this  Government  to  assist  in  the  growth  and  de- 
velopment of  those  industries,  as  has  been  evidenced  by  your  com- 
mittee, it  is  likewise  of  equal  importance  that  one  of  the  principal 
ingredients  used  in  their  respective  processes  should  receive  the  same 
measure  of  protection  and  assistance  in  its  growth  and  development. 
There  would  be  no  permanent  advantage  in  developing  American 
industry  as  such  if  it  were  necessary  for  that  industry  to  depend  ^on 
foreign  basic  materials  for  the  manufacture  of  its  products.  This 
country  is  independent  of  all  foreign  countries  for  any  portion  of  its 
salt  supply,  as  the  capacity  of  its  mines  and  manufacturing  plants  is 
greatly  m  excess  of  the  present  demand. 

The  growth  of  the  salt  industry  in  this  country  from  1880  to  1919 
shows  a  production  in  1880  of  834,540  tons,  increased  in  1919  to 
4,032,000  tons. 

The  exports  of  salt  are  available,  but  you  will  not  find  any  salt 
exported  from  this  country  to  Europe.  The  exports  are  to  Cuba, 
Mexico,  and  the  Province  of  Ontario,  Canada,  limited  almost  en- 
tirely to  mineral  rock  salt,  where  none  of  that  grade  of  salt  is  pro- 
duced.   Canada  produces  a  refined  salt. 

The  Chairman.  We  have  a  book  here  which  says  that  imports  ol 
sale  are  negligible,  chiefly  from  England  and  the  British  West  Indies. 
Mr.  Chisholm.  I  have  here,  Senator,  the  actual  figures  from  the 
Department  of  Commerce  of  salt  imported  from  England  from  1913 
to  1920,  and  it  runs  from  95,000,000  pounds  to  44,000,000  pounds. 
But  conditions  in  England  to-day  are  such  that  the  American  salt 
industry  need  not  be  concerned  about  it.  The  chief  factors  are  cost 
of  labor  and  fuel.  The  value  per  hundredweight  of  what  has  been 
<5oining  from  England  is  running  around  $20  a  ton.  Some  people 
are  ordering  what  English  salt  they  can  get,  either  to  apply  on  meats 
exported  back  to  Endand  or  on  account  of  prejudice. 

The  salt  from  the  West  Indies  and  the  Mediterranean  countries  is 
A  (     ^e-grained  sea-water  salt.     The  water  is  let  into  lagoons  and 
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evaporated  by  the  heat  of  the  sun.  Salt  can  not  be  produced  in  this 
country  by  evaporation  of  sea  water  to  compete  with  that,  and  tlien 
always  has  been  and  still  is,  and  probably  always  will  be,  some 
demand  for  that  kind  of  salt  by  solar  evaporation.  The  nature  of 
the  product  is  such  that  the  fisheries  have  a  prejudice  for  the  use  rf 
that  salt. 

In  conclusion,  in  view  of  the  showing  that  currently,  especiidlf 
from  Germany,  rock  salt  is  offered  at  29  cents  a  himdred  pounds  in 
bulk,  with  an  average  freight  rate  from  American  plants  of  36  centi 
a  hundred  poimds  to  any  Atlantic  coast  port,  and  fine  salt  is  offered 
in  100-pound  bags  at  50  cents  each  as  against  the  freight  rate  of  36 
cents  and  10  cents  for  the  bag  filling,  we  recommend  that  the  impon 
duty  on  salt  be  fixed  at  the  rate  of  .25  cents  per  hundred  pounds,  witk 
a  proviso  that  the  coverings — that  is,  the  bag,  sack,  barrel,  packige, 
or  other  container— pay  the  same  rate  of  duty  as  if  imported  sepa- 
rately; or  an  import  duty  of  25  cents  per  himdred  pounds  on  coa» 
or  rock  salt,  which  comes  in  bulk  or  m  large  containers,  in  100  or 
200  pound  bags,  and  35  cents  per  hundred  pounds  on  fine,  ground, 
pulverized,  or  refined  salt  which  comes  in  similar  containers  hdt 
seldom,  if  ever,  in  bulk. 

I  have  a  memorandum  prepared,  Mr.  Chairman,  which  covers  tlie 
investigation  made  abroaa,  with  some  pictures  of  the  interior  of  i 
rock  salt  mine  in  this  country  as  compared  with  those  abroad.  Be- 
fore it  is  printed,  however,  I  think  we  would  like  to  have  a  conferenw 
about  it. 

The  Chairman.  Of  course,  the  committee  can  not  duplicate  tk 
pictures,  but  you  can  have  a  conference  about  your  document,  and 
if  you  want  it  printed  as  part  of  your  remarks  you  can  give  it  tome 
later. 

I  would  like  to  have  you  look  at  this  book  at  your  leisure.  Th 
statements  vary  a  good  bit  from  yours. 

Senator  McLean.  Is  there  anything  in  your  brief  bearing  on  tke 
cost  of  production  in  this  country  ? 

Mr.  Chisholm.  No,  sir;  the  showing  made  is  not  as  to  the  cost  a 
production  abroad  as  compared  with  the  cost  here,  but  there  w 
two  situations — the  rate  oi^  exchange  and  the  ocean  transportatioi 
cost  as  compared  with  our  freight  rate.  What  we  ask  for  Is  justified 
by  our  cost  even  to  got  our  product  to  the  port. 

The  Chairman.  Look  over  your  brief  and  I  will  talk  to  youaw 
Mr.  Fuller  about  it. 

Senator  La  Follette.  Where  is  salt  produced  in  this  country  J 

Mr.  Chisholm.  Michigan  is  the  largest  salt-producing  State;  3«^ 
York  next;  then  Ohio,  Louisiana,  Kansas,  California,  and  Texas,  h 
is  produced  in  practically  every  State. 

Senator  La  Follette.  How  much  of  the  production  of  salt  intte 
country  is  produced  by  evaporation  ? 

Mr.  Chisholm.  Sixty  per  cent  of  the  4,000,000. 

The  Chairman.  The  book  to  which  I  refer  says  it  is  6,000,000. 

Mr.  CinsHOLM.  Included  in  their  figures  is  brine  used  by  t» 
chemical  industry  or  in  the  making  of  chemicals.  It  does  not  ra* 
to  the  manufactured  salt.  It  specifically  refers  to  that.  It JJ 
6,000,000,  including  brine,  and  4,000,000,  including  the  manufacture 
product. 

Senator  La  Follette.  Your  address  is  Scran  ton,  Pa.  ? 
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^f  r.  Chisholm.  Yes,  sir;  that  is  our  home  office.    We  have  no 
ante  there. 

Senator  La  Follette.  Is  that  your  residence  ? 

Mir.  Chisholm.  Yes,  sir. 

Senator  McLean.  I  would  like  to  ask  this  witness  just  one  ques- 
on.. 

I  assume  that  the  cost  of  producing  salt  is  in  the  mining  and  trans- 
3rtation  ?    The  raw  material  is  very  plentiful  ? 

IMr.  Chisholm.  Yes,  sir. 

Senator  McLean.  It  is  all  a  question  of  labor  cost  and  mining  and 
ransportation  I 

Mr.  Chisholm.  Yes,  sir. 

Xbie  Chairman.  Mr.  Edward  W.   Brown  is  present  and  desires 
Iso  to  speak  on  salt. 

IMr.  Brown,  are  your  views  fully  expressed  by  the  gentleman  who 
Las  just  finished? 

Mjt.  Brown.  They  are  very  fully  expressed  in  the  brief  which  he 
lid  not  read  in  full. 

The  Chairman.  Then  is  there  any  need  of  your  speaking  any 
urther  on  the  subject? 

Mr.  Brown.  I  think  I  would  like  to  make  just  one  very  brief 
statement. 
The  Chairman.  Very  well. 

STATEMENT  OF  EDWARD  W.  BROWN,  VICE  PRESIDENT  OF 

STERLING  SALT  CO.,  NEW  y6RK  CITY. 

The  Chairman.  Where  do  you  reside  ? 

Mr.  Brown.  I  am  vice  president  of  the  Sterling  Salt  Co.,  New 
York  City.     Our  works  are  in  New  York  State,  near  Rochester. 

Senator  La  Follette.  What  is  your  address  in  New  York  City  ? 

Mr.  Brown.  Twenty-nine  Broadway. 

The  Sterling  Salt  Co.  which  I  represent  produces  rock  salt.  It 
does  not  produce  evaporated  salt.  I  am  only  speaking  of  rock  salt, 
which  is  a  commercial  salt.  It  is  not  used  for  household  purposes, 
but  is  used  very  largely  by  the  i(5fe  cream  manufacturers,  chemical 
companies,  packing  nouses,  paper  manufacturers,  pickle  manufac- 
turers, salters  and  packers  of  fish,  hide  salters,  soap  makers,  refriger- 
ator companies,  and  for  purifying  water,  etc. 

The  wages  paid  at  our  mines  run  from  40  to  50  cents  per  hour. 
The  wages  paid  in  Germany,  as  shown  in  the  statement  of  Mr. 
Chisholm,  nm  about  75  cents  a  day.     Our  men  earn  about  S5  a  day. 

Senator  Watson.  Seventy-five  cents  a  day,  gold  standard? 

Mr.  Brown.  Yes,  sir. 

Senator  La  Follette.  When  you  say  your  men  earn  $5  per  day, 
is  that  for  the  conunon  labor  ? 

Mr.  Brown.  That  is  the  average  labor  imderground. 

Senator  La  Follette.  In  order  to  reach  that  average,  do  you 
include  the  cost  of  your  official  staff  ? 

Mr.  Brown.  No,  sir. 

Senator  La  Follette.  Just  what  labor  does  it  include  ? 

Mr.  Brown.  Our  cheapest  labor  is  getting  42  cents  per  hour  on 
an  8-hour  day,  although  at  the  present  tune  they  are  working 
nine  hours.     It  runs  up  to  55  cents  for  miners  underground,  drillers, 
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and  powder  men.     The  average  is  about  50  cents  per  hour.    T'-- 
is  a  good  deal  of  piecework  on  which  thej^  will  average  upwari. 
$5  a  dav. 

The  Chaikmax.  How  many  men  do  j-ou  employ  ? 

Mr.  Browx.  Five  hundred,  sir.     The  average  in  Germany,  asm :  ■ 
that  $o.  is  about  75  cents.     Salt  is  a  very  cheap  article  to  ppN!',-- 
It  is  low  priced  as  compared  with  the  freight.     We  may  say,  nmci 
that  the  cost  is  a  little  over  $3  a  ton. 

Senator  Watsox.  How  much  rock  salt  do  we  import  i 

Mr.  Browx.  Rock  salt  we  have  never  imported  to  speak  i>f  »r  ■ 
Germany  b^an  sending  it  in. 

Senator  Watsox.  Do  you  supply  the  entire  home  demand  hi  • 
American  product  i 

Mr.  Browx.  Yes,  sir;  except  the  fisheries.     They  use   thL*  ^  ir 
salt,  which  is  sometimes  called  rock  salt,  but  which  is  not, 

Stmator  Calder.  When  did  Germany  begin  sending  salt  hen* ' 

Mr  Browx.  Not  until  after  the  war;  within  a  year. 

St^nator  Lx  Follette.  How  much  did  she  send  m  in  the  yenr  I'*. 

Mr.  Brown.  In  1920  very  little,  sir.     They  just  commencv^i 
ll>20.     They  are  doubling  up  each  month. 

Mr.   t^^iSMOLM.  Forty-seven   miUion   pounds   in    1920,   6.fK"».»' 
pounds  in  1919. 

Mr.  Browx.  They  are  offering  their  salt  at  less  than  $6  a  i«»n  -* 
our  seaports.     The  price  has  gradually  dropped  from  about  J7 
toi\.     1  have  one  quotation  here  of  $5.40. 

Our  frt>ight  rate  is  $5.15,  the  lowest  rate  that  we  have  to  lh«*  ^. 
hounl.     That  includes  New  York  and  Philadelphia. 

Senator  Calder.  From  your  mines  to  New  York  it  is  over  $5  •  t*  • 

Mr.  Browx.  $5.15,  and  thev  are  offering  salt  for  sale  in  New  Y«  '• 
at  $5.40. 

Senator  La  Follette.  Where  is  your  mine  located  ? 

Mr.  Brown.  South  of  Rochester,  in  New  York  State. 

Senator  La  Follette.  What  is  the  distance  from  there  lo  X  ■ 
York  J 

Mr.  Browx.  About  350  miles. 

Senator  La  Follette.  What  is  your  rate  ? 

Mr.  Brown.  $5.15  a  ton. 

StMiator  liA  Follette.  How  long  has  that  been  the  rate  i 

Mr.  Brown.  For  about  a  year  and  a  half. 

Senator  La  Follette.  Wliat  was  it  before  the  warf 

Mr.  Browx.  $2.40.     The  advance  was  about  110  per  cent. 

Senator  McLean.  Your  mining  costs  about  $3.50? 

Mr.  Brown.  A  little  less  than  that — around  $3.25. 

w^enator  Calder.  For  what  do  you  offer  your  salt  for  sale  pfr  *  " 
at  Now  York^ 

Mi\  Brown.  Not  exactly  at  retail,  but  in  single  car  lots  it  niv 
HlH>ut  $11  a  ton.  The  large  buyers  get  it  on  contract  considen*^  * 
le>w  than  that. 

Senator  La  Follette.  IIow  much  less? 

Mr,  liuowN.  $3  a  ton  less. 

vSonutor  La  Follette.  The  l.orgft  buyers  get  it  at  $3  a  tonf 

Mr.  HuowN.  $3  a  ton  less. 

StMUitor  La  Follette.  Timt  ^\•  le  $8  a  toni 

Mr.  BiiowN.  Yes.     ^        repre  «bout  ^^•"iU 
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Senator  La  Follette.  I  understood  you  to  say  a  few  moments 
go  tliat  the  cost  of  salt  is  a  little  over  83  a  ton. 
Mt".  Brown.  It  is,  sir. 

Senator  La  Follette.  The  cost  of  producing  it? 
Mr.  Brown.  Yes,  sir;  I  might  have  to  explain  that  a  little,  by 
*iying  that  we  get  considerable  of  refuse  grade.  In  passing  the 
>roduct  of  the  mine  through  the  crusher  a  large  percentage  is  a 
inely  crushed  grade  that  to  some  extent  compares  with  the  culm 
>ro<luced  by  the  coal  companies.  This  fine  salt  is  suitable  for 
isages  of  tlie  chemical  companies  and  to  induce  them  to  buy  it  in 
arge  quantities  it  is  sold  materially  below  the  average  selling  price 
>f  the  regular  screened  grades.  This  explains  the  rather  large  cnscrep- 
i.i\cy  between  the  price  of  $11  per  ton  on  coarse  screened  grades  and 
18  mentioned  as  the  lowest  sellmg  price  at  New  York. 

Senator  Smoot.  $3.25   represents   coarse   salt.     That   is   not   the 
refined  salt  ? 

Mr.  Brown.  No;  that  is  only  rock  salt. 

Senator  Smoot.  How  much  do  you  export  each  year  ? 

Mr.  Brown.  We  send  a  little  into  Canada,  I  should  sav  about  six 

ft/ 

or  seven  thousand  tons  a  year. 

Senator  Smoot,  There   was   exported,   however,    in    1917   97,075 
tons.     Has  it  increased  or  decreased  since  1917? 

Mr.  Brown.  I  should  think  it  had  decreased;  but  that  went  to 
Ouba  and  Mexico  very  largely. 

Senator  Watson.  How  many  other  persons  are  producing  rock 
salt  besides  you? 

Mr.  Brown.  There  are  about  10  mines. 

Senator  Watson.  In  what  other  States  ? 

Mr.  Brown.  Michigan,  Kansas,  and  Louisiana. 

Senator  Watson.  That  is  rock  salt  ? 

Mr.  Brown.  Yes,  sir.  What  I  wanted  to  bring  out  particularly 
^as  that  salt  is  a  low-priced  material  and  the  freight  cuts  a  tremen- 
dous figure.  When  the  Germans  are  able  to  bring  their  salt  from 
their  nunes  to  the  sea  for  less  than  50  cents  a  ton  and  the  present 
rate  from  Hamburg  to. New  York  is  $2.50  a  ton  and  there  is  every 
indication  that  the  rate  will  be  largely  reduced  and  can  be  largely 
reduced 

Senator  La  Follette.  The  present  rate  from  Hamburg? 

Mr.  Brown.  The  present  rate  from  Hamburg  to  New  York  or 
Boston  or  Philadelphia  is  $2.50  a  gross  ton.  Our  rate  is  $5.15  a  net 
ton. 

Senatoi*  McLean.  Is  that  by  rail  ? 

Mr.  9rown.  That  is  by  rail;  yes,  sir. 

Senator  Watson.  From  where  to  where  ? 

Mr.  Brown.  From  our  works  near  Rochester  to  New  York  City  or 
Philadelphia. 

Senator  McLean.  For  what  can  they  import  salt  from  the  Avery 
Island  mines  to  New  York  by  boat  ? 

Mr.  Brown.  It  would  have  to  go  to  New  Orleans  and  be  reshipped. 
I  have  not  the  exact  figure. 

Mr.  Chisholm.  $6.40. 
'    Senator  McLean.  What  percentage  of  that  is  rail  charge  and 
reloading  ? 

Mr.  Chisholm.  About  $2. 
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Senator  Smoot.  I  notice  that  for  the  year  ending  June  30.  Ifc. 
the  exports  were  242,632,102  pounds.     That  is  121,000  tons.    T:»' 
is  the  largest  exportation  you  had  with  the  exception  of  the  fi^^i 
year  endingJune,  1920. 

Senator  Watson.  Is  that  rock  salt,  Senator  ? 

Senator  Smoot.  All  salt. 

Mr.  Brown.  I  do  not  know  much  about  evaporated  salt  except  • 
Canada  and  Mexico.  There  is  not  more  than  10,000  tons  a  year  *  r 
goes  into  Canada. 

You  cjan  see  that  it  is  impossible  for  us  to  compete  when  the  siu  . 
price  is  in  the  neighborhood  of  $10  or  $11  a  ton,  and  more  than  1 . 
of  that  is  freight.     The  low  ocean  freights  are  very  much  acrmin<^'  . 
and  likely  to  come  down  still  further. 

The  Germans  ai-e  offering  their  salt  now  and  getting  for  it.  acr«  r 
ing  to  the  statistics  presented  by  Mr.  Chisholm,  just  double  wLi* 
bemg  received  for  rock  salt  for  domestic  use.     In  other  wont 
export  they  get  twice  the  nrice.     This  would  indicate  they  rjin  - 
it  for  very  much  less  than  tney  are  now  selling. 

Senator  Smoot.  I  take  it  for  granted  that  what  you  want  the  iIl  - 
for  is  to  protect  you  against  the  New  York  market,  because  wr 
the  salt  comes  into  the  r^ew  York  market  from  a  foreign  countn-  * 

Says  no  freight;  that  is,  it  is  delivered  direct  to  the  consumer  . 
few  York;  but  if  the  imported  salt  is  to  be  shipped  again  into  • 
interior  of  the  coimtry,  tnen,  of  course,  they  would  have  to  pa;  i 
freight  rate  upon  it  just  the  same  as  you  would  from  your  pu^* 
Evidently  what  you  want  is  protection  against  the  ports  of  fct: 
rather  than  the  interior  parts  oi^  the  country. 

Mr.  Brown.  I  do  not  Umit  it  to  New  York,  of  course;  it  i>  • 
entire  coast — Portland,  Boston,  New  Haven,  Providence 

Senator  Smoot.  I  say  the  ports  of  entry. 

Mr.  Brown.  And  down  to  Norfolk,  Charleston,  and  Savanaoii 

There  is  one  point  I  want  to  bring  out.  We  bring  a  certain  amvL-. 
of  salt  to  New  i  ork  City  by  canal  which  we  ship  by  rail  to  Rochr>:i  - 
From  there  it  is  broiight  down  by  canal.  Tnose  canal  boats  «.. 
carry  salt  from  New  York  to  Buffalo  for  one-half  the  rate  that  iL-  • 
will  bring  salt  for  from  Rochester  to  New  York,  because  the  baltc*' 
of  the  trade  is  east.  It  is  possible  for  this  salt  to  be  landed  in  Bu^^i 
by  canal  boat  for  probably  a  dollar  and  a  half  a  ton.  That  i>  t' 
starting  point  for  tne  haul  west. 

The  German  production  seems  to  be  unlimited.  They  claim  ii'  i^ 
able  to  have  a  surplus  of  2,000,000  tons  a  year  and  are  ready  to  ^c:^ 
1,000,000  tons  a  year  to  this  country.  Eighty  per  cent  of  the  bu^ia^- 
of  our  company  is  done  in  the  coast  States,  and  I  suppose  that  ri-»* 
to  50  per  cent  of  our  entire  business  is  shipped  to  tne  seaports  ml: 
cities  immediately  adjacent  to  them,  tributary  to  them,  like,  f*' 
instance,  Newark,  Yonkers,  and  Hudson  River  points  are  tribuun 
to  New  York;  Lowell,  Salem,  and  other  points  are  tributary  to  Ba^U'C 
and  Trenton  and  Camden  to  Philadelphia.  So  that  upward  of  \u^ 
of  our  business  goes  to  those  places. 

Senator  La  Follette.  Do  you  have  a  heavy  capital  invesimf"' 
in  a  salt  plant? 

Mr.  Brown.  Yes,  sir. 

Senator  La  Follette.  I  am  not  familiar  with  the  busineaa.  P- 
you  require  a  large  amount  of  machinery  I 
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!Mr.  Brown.  Yes,  sir.  To  ecjuip  a  mine  at  the  present  time  would 
>st  at  least  a  couple  of  million  dollars.  It  is  a  long  and  tedious 
aeration. 

Senator  Watson.  Are  not  these  rates  sufficient  to  protect  you  ? 

Mr.  Brown.  Which  rates,  sir  ? 

Senator  Watson.  The  rates  provided  in  the  House  bill. 

Mr.  Brown.  No,  sir.     They  are  very  inadequate. 

Senator  Watson.  How  much  do  you  claim  you  need  in  order  to 
rotect  you  ? 

Mr.  Brown.  We  claim  that  for  an  average  we  should  have  25 
ants  a  hundred  pounds. 

Senator  Smoot.  Do  you  mean  on  salt  in  bulk  ? 

Mr.  Brown.  Yes,  sir. 

Senator  Smoot.  What  would  be  your  duty  on  refined  salt,  then  ? 

Mr.  Brown.  I  do  not  know  much  about  refined  salt.  We  do  not 
manufacture  it. 

Senator  Smoot.  It  would  be  about  the  same  proportion  as  7  is  to  11 . 

Mr.  Brown.  The  difference  between  7  and  11  is  supposed  to  be 
he  duty  on  the  package. 

Senator  Smoot.  It  would  be  the  same  thing,  no  matter  what  the 
ate  was. 

Mr.  Brown.  Refined  salt  comes  in  packages  usually,  and  the 
oarse  salt  generally  in  bulk.  If  the  duty  imposed  does  not  reason- 
ibly  enable  the  domestic  companies  to  retain  their  trade  at  the 
oa^t  ports  and  places  adjacent  thereto  their  output  would  be 
•educed  to  an  extent  that  their  cost  upon  the  remainder  of  their 
)roduct  would  be  proportionately  increased  which  would  enable 
he   foreign  salt  to  compete  just  that  much  further  inland. 

Senator  La  Follettb.  What  is  the  labor  cost  in  a  ton  of  salt  which 
!osts  you  $3  to  produce  ?    What  proportion  of  that  is  labor  ? 

Mr.  Brown.  We  get  about  3  tons  of  salt  with  one  laborer.  That 
s  the  average  rate,  straight  through. .  It  is  largely  machinery,  of 
course.  If  you  take  one*third  of  an  average  of  $5  that  would  rep- 
resent about  the  labor  cost. 

Senator  McCumber.  Your  time  is  up,  Mr.  Witness. 

The  Chairman.  Have  you  a  brief  that  you  desire  to  file  ? 

Mr.  Brown.  Yes,  sir.  I  will  turn  this  in.  I  have  two  or  three 
actual  Quotations  here. 

The  Chairman.  Will  you  prepare  your  manuscript  and  hand  it  to 
the  clerk  of  the  committee  ? 

Mr.  Brown.  Yes,  sir.     Thank  you  ,  sir. 

(Brief  subsequently  furnished  by  Mr.  Brown  is  here  printed  in  full, 
as  follows:) 

BaiBF  TO  PBTmON  FOE  AN  IMC&EA0B  OF  THB  DUTIES  ON  MiNSD  RoOK  Sai;F  AboVB 

THE  Proposed  Rate«  of  thb  Fordney  Box,  H.  B.  7456. 

Pres^ited  by  Mr.  Edward  W.  Brovn,  vice  preaideiit  of  the  Sterling  Salt  Co.,  ynth 
home  officee  at  29  BrcMuiway,  New  York  City,  N.  Y.  Mines  in  Livingston  County, 
New  York  State. 

This  compaiay  is  a  large  producer  of  mined  rock  salt  and  does  not  manufacture  evap- 
orated or  so-called  fine  salt. 

Mined  rock  salt  is  used  for  commercial  purposes,  among  the  largest  users  being 
chemical  companies,  packing  houses,  paper  manufacturers,  ice-cream  manufacturers, 
pickle  manufacturers,  salters  and  piackers  of  fish,  hide  ssJters,  soap  manufactul^srs, 
refrigerating  cars,  cattle  ranches,  water  purifiers,  etc. 
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Previous  to  the  World  War  imports  of  salt  from  Germany  were  ni^igihL-  -• ; 
solar  evaporated  salt  producea  in  the  West  Indies,  in  Mediterranean.  Spttnitih  •-  * 
Portuguese  ports  came  in  considerable  quantity  and  was  used  by  the  comt  f>*.  :^ 
trade  almost  exclusively. 

It  is  very  doubtful  if  the  elimination  of  the  fisheries  clause  which  appeared  i:  *'  ■ 
Dingley,  Rtyne-AJdrich,  and  previous  tariff  bills,  would  in  any  way  benefit  th«>  d^^-*' 
tic  rock  salt  producers. 

GERMAN  SALT. 

According  to  authentic  information,  the  laborers  in  German  salt  mince  ar?  fa.. 
about  35  marks  per  day,  but  much  of  the  labor  is  on  a  piecework  basis  and  Ui>  *-"« 
are  enabled  to  earn  about  50  marks  in  an  8-hour  dav  (42  to  60  cents  per  day.  Aid«;:*i; 
money).  The  Sterling  Salt  Co.  pays  its  laborers  from  40  cents  to  50  cents  per  b  .r 
Many  of  its  men  are  on  piecework  and  earn  from  $5  to  $6  in  an  8-hoar  day. 

As  the  machinery  in  tne  German  mines  is  of  the  highest  order,  it  is  ooly  im»\w  i  •  • 
to  suppose  that  th^lt  part  of  their  cost  of  production,  compared  with  the  cotc  dr^^t 
salt  mined  in  this  country,  is  approximately  in  proportion  to  the  rdativv  roc  - 
labor. 

German  salt  for  export  is  under  the  absolute  control  of  a  syndicate  or  commuK.  ; 
which  is  licensed  by  the  Government  and  is  given  absolute  control  of  the  emr:  - 
salt.  This  syndicate  fixes  the  price  at  which  tne  salt  is  to  be  sold  f .  o.  b.  vesBN  Ems. 
burg  or  other  port.  The  present  export  price  for  rock  salt  is  about  18  ■KiJKtj.-^  *  - 
1,0(K)  kilos  (a  metric  ton).  The  German  domestic  price  for  rock  salt  is  120  mark*  --* 
1,000  kilos  (a  metric  ton)  to  which  an  internal-revenue  tax  of  120  marks  is  •di<H. 
making  their  domestic  price  240  marks  ($2.86  equivalent  metric  ton>. 

The  price,  therefore,  netted  by  the  producer  on  salt  for  export  is  apprasinsv.'v 
double  what  he  nets  on  salt  for  domestic  consumption,  and  it  is  apparent  tiil  the  apr  < 
price  can,  if  nece^ry,  be  reduced  by  half. 

Freight  rates  in  Germanif. — German  salt  is  brought  from  the  mines  to  Hain\v:rr  r 
other  ports  by  both  rail  and  water.  The  water  freight  rates  are  about  one-baH  ui  t:  - 
rail  rates.  Their  rail  rates  average  about  50  marks  (60  cents)  and  water  rates  a*<<  ' 
30  marks  (36  cents)  per  metric  ton  of  1«000  kilos. 

Ocean  freight  rates. — The  present  prevailing  freight  rates  from  Hamburg  to  Aioi* 
coast  x>orts  is  about  $2.50  per  metric  ton  (2,204  pounds),  and  the  actual  w^Uin;  yr 
of  German  rock  salt  at  these  ports  is  $6  per  metric  ton  and  less. 

German  production  capacity. — Our  information  is  that  the  capacity  of  the  tWnsu 
salt  mines  was  doubled  due  to  the  war  demands  made  upon  them-    (likriii^  i^  '*. 
base  of  many  of  the  gases  used  and  both  chlorine  and  sodium  are  used  exteiuiT*  ] . 
chemical  warfare.    These  two  products  are  produced  almost  entirely  from  roi-k  « ■ 
which  necessitated  a  very  large  increase  in  the  production  of  Gennan  cork  nit     •  - 
are  creditably  informed  that  the  German  production  capacity  is  now  in  the  neuk*- " 
hood  of  4,000,000  tons  and  that  their  domestic  consumption  is  not  more  than  2.0ii  '■*' 
tons.    There  is  actually  available  for  export  from  Germany  an  excess  of  more  'i^* 
1,000.000  tons,  which  we  believe  they  ran  ship  and  "dump"  into  this  axiitr  • 
Atlantic  ports  for  not  in  excess  of  $4  per  metric  ton  (2.204  pounds). 

German  salt  is  now  being  offered  at  points  a  considerable  distance  from  our  r>^ 
ports  at  much  less  than  the  prevailing  selling  price  of  domestic  salt.     Even  oo  mia: 
transportation  imported  salt  has  a  material  advantage  over  the  domestic  salt  iz  itA' 
near  the  coast  the  balance  of  freight  is  eastward,  i.  e.,  the  average  freisht  rate  ■  a  m ' 
lumber,  etc.,  by  canal  boat  from  Rochester  to  New  York  is  about  double  th*  t»* 
these  same  boats  are  ready  to  take  salt  from  New  York  to  Bufi'alo.     A  cooadtfa*  - 
business  of  the  New  York'  State  rock  salt  producers  is  moved  by  rail  to  Bafitalo  4^ 
thence  by  lake  vessel  to  Duluth,  Milwaukee,  Chicago,  etc.     It  will,  thenioit 
seen  that,  even  at  these  western  porta  foreign  salt  is  in  a  position  to  sucressfullr  .»-i 
pete  with  the  domestic  producer. 

The  rock  salt  mines  of  the  United  States  are  located  in  New  York,  Michigan  Kan«^ 
and  Louisiana.    The  mines  of  the  Sterling  Salt  Co.  are  in  Livingston  Oooncr.  X  \ 
about  30  miles  south  of  Rochester. 

This  salt  for  many  years  has  been  shipped  extensively  to  all  of  our  North  At!a£' 
sea  ports,  to  the  inland  cities  of  the  New  England,  Middle,  Middle  West,  aad  <0k.*^ 
Atlantic  States,  and  a  small  amount  to  Canada.    Approximately  80  p^r  cent  ci  tr- 
shipments  are  made  to  points  east  of  Buffalo,  N.  Y.,  and  over  50  per  cent  to  Atkf '" 
coast  points  and  cities  adjacent  to  them. 
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'he  freight  rates  per  2,000  pounds  now  prevailing  from  our  mines  to  various  Atlantic 
ports  are  as  follows: 

inland,  Me.,  Boston,  Mass.,  Providence,  R.  I |6. 18 

w  York,  N.  Y.,  Philadelphia,  Pa.,  Baltimore,  Md 5. 15 

rfolk,  Va '. 7.21 

irleston,  S.  C 10.  00 

.'annah,  Ga.,  and  Jacksonville,  Fla 10.  50 

t  will  be  seen  that  the  prevailing  selling  price  now  of  German  rock  salt  is  in  many 
es  less  at  Atlantic  seaports  than  our  freight  rates,  to  say  nothing  of  the  differential 
;ween  a  metric  and  short  ton,  and  it  is  our  belief — as  already  expressed  herjein — 
It  if  conditions  make  it  necessary  the  German  syndicate — controlling  producers — 
lid  sell  their  salt  at  Atlantic  ports  with  a  profit  at  a  very  much  lower  price  than 
?y  are  offering  and  delivering  it  now. 

The  importance  of  the  domestic  salt  producers  of  this  country  can  not  be  overesti- 
ted.  They  are  taxpayers,  large  employers  of  labor,  furnish  laige  amount  of  freight 
the  common  carriers,  and  should  certainly  be  kept  in  the  best  state  of  preparedness 
furnish  possible  war  needs  of  the  United  States  Government. 
Tery  heavy  demands  were  made  upon  the  sterling  Salt  Co.  during  the  war  for  the 
mufacture  of  chemicals  required  by  the  Chemical  Waufare  Division,  War  Depart- 
»nt,  and  this  brought  about  an  expenditure  by  this  company  qf  over  $300,000  to 
urease  the  capacity  to  meet  the  urgent  demand  made  upon  them. 

PROPOSED   DUTY,  PORDNEY  TARIFF,  H.  R.  7466. 

The  duty  of  7  cents  per  100  pounds  in  the  Fordney  bill  is  absolutely  inadequate  to 
able  the  American  producers  of  rock  salt  to  compete  with  their  German  competitors, 
lis  proposed  duty  is  identical  with  that  of  the  Payne- Aldrich  bill  of  1909,  at  which 
ne  conditions  were  entirely  different  and  there  was  no  German  competition. 
A  duty  equivalent  to  25  cents  per  100  pounds  is  necessary.    Even  this  duty,  at 
iithem  Atlantic  ports  gives  German  competitors  a  very  material  advantage. 
To  meet  certain  existing  conditions  of  exchange,  possible  adjustment  of  rail  freight 
tee.  and  possible,  although  not  probable,  increase  of  ocean  freight  rates,  it  may  not 
'  the  judgment  of  the  committee  that  this  requested  duty  of  $5  per  ton  should  take 
e  form  of  a  specific  imposition  of  26  cents  per  100  pounds.    To  meet  such  a  contin- 
ncy  and  possible  adjustment  of  conditions,  we  would  suggest  as  acceptable  a  specific 
ity  of  15  cents  per  100  pounds,  plus  an  ad  valorem  of,  say,  20  per  cent,  assuming  that 
merican  valuation  will  be  the  basis  of  determination.    This  phase  of  the  question 
one  that  the  expert  advisers  of  the  Finance  Committee  can  best  decide. 
Respectfully  submitted. 

Edward  W.  Brown,  Vice  President, 

Senator  Walsh.  Mr.  Chairman,  I  observe  that  the  witnesses 
ive  the  export  and  import  figures  of  particular  articles  at  random, 
want  to  know  if  there  is  anyoody  in  the  Tariff  Commission  or  any- 
ody  else  checking  up  these  figures  so  that  when  we  read  the  record 
'e  will  know  they  are  accurate  ? 

The  Chairman.  We  have  here  a  summary  of  tariff  information. 

Senator  Walsh.  I  understand  that;  but  I  think  that  the  record 
tiat  is  printed  ought  to  be  gone  over  by  some  expert  who  will  look 
ito  these  freight  rates  and  statistics  with  reference  to  the  exports 
nd  imports  to  see  if  they  are  correct. 

The  Chairman.  That  will  of  course  be  done.  It  only  needs  a 
omparison  with  this  manual  here  to  ascertain  it.  Each  member  of 
he  committee  has  that  information.  Mr.  Hamilton,  I  believe  you 
re  the  next  speaker  ? 

Mr.  Hamilton.  Mr.  Powell  of  the  California  Citrus  League  is 
Present  with  figures  and  so  forth,  and  I  think  it  would  be  better  for 
lim  to  speak  first,  because  I  am  depending  on  those  figures. 

The  Chairman.  Can  not  you  gentlemen  unite  on  one  speaker? 

Senator  Johnson.  Pardon  me,  Mr.  Chairman,  but  tnore  is  a 
lifference  in  the  theory  upon  which  these  two  gentlemen  base  their 
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request  for  duty,  and  there  was  no  way  that  we  could  see  of  prese 
ingthe  matter  to  you,  except  to  let  each  one  state  his  theory. 

The  Chairman.  And  you  desh-e  to  have  each  of  them  heard, 
you  ? 

Senator  Johnson.  If  you  please,  Mr.  Chairman. 

The  Chairman.  All  right,  sir;  it  will  be  done. 

STATEMENT  OF  MR.  G.  HABOLD  POWELL,  OF  LOS  AIGSU 
REPKESENTING  THE   CALIFOBITIA  GITBTJS  LEAGVS. 

The  Chairman.  Where  do  you  reside,  Mr.  Powell  ? 

Mr.  Powell.  I  reside  in  Los  Angeles.  I  represent  the  Califon 
Citrus  League. 

The  Chairman.  What  is  your  business  ? 

Mr.  Powell.  I  am  a  director  and  vice  president  of  the  Califon 
Citrus  League,  and  also  general  manager  of  the  California  En 
Growers  Exchange. 

Senator  La  Follette.  What  is  your  address  in  Los  Angeles  I 

Mr.  Powell.  Consolidated  Realty  Building,  box  642,  Statkm 
Los  Angeles. 

The  Chairman.  Are  you  here  as  a  citrus  producer? 

Mr.  Powell.  I  am  here  representing  the  Citrus  League  in  du 
industries,  the  lea^e  being  an  organization  which  represents  tl 
citrus  interests  in  all  matters  except  that  of  marketing. 

The  Chairman.  Are  you  engaged  yourself  in  the  citrus  indostq 

Mr.  Powell.  Yes,  sir;  I  am. 

The  Chairman.  That  is  your  sole  business  ? 

Mr.  Powell.  That  is  my  sole  business. 

The  Chairman.  You  are  not  here  representing  others  who  iqw 
sent  the  industry  ? 

Mr.  Powell.  No;  I  represent  the  citrus  industry  exclusively. 

The  Chairman.  Are  you  a  wholesaler  or  a  jobber? 

Mr.  Powell.  I  am  a  grower  and  a  representative  of  gron 
organizations.  In  addition  to  representing  the  California  Citti 
League,  which  has  an  authorized  membership  of  about  90  per  «■ 
of  the  California  citrus  fruit  producers,  I  also  directly  represent  t«i 
of  the  manufacturers  of  citrus  by-products  in  California,  the  Exchaag 
By-products  Co.,  and  the  Umted  Chemical  Co.,  the  two  of  wbw 
manufacture  about  80  per  cent  of  the  citrus  by-products. 

The  citrus  by-products  which  I  desire  to  bring  to  your  attenW 
are,  first,  citric  acid,  under  paragraph  1  of  the  Fordney  bill;  secow 
citrate  of  lime,  uuder  paragraph  46;  third,  lemon  and  orange  A 
under  paragraph  54;  and  fourth,  lemon,  lime,  and  sour  onaf 
juices,  under  paragraph  1604.  They  are  all  a  part  of  the  by-proda* 
question. 

I  desire,  Mr.  Chairman,  to  submit  a  brief,  and  I  would  Uke  to  tth 
a  few  moments  to  speak  to  the  committee  on  the  matter  conUii* 
in  the  brief. 

The  Chairman.  Did  you  have  a  hearing  before  the  Ways  tt 
Means  Committee  of  the  House  ? 

Mr.  Powell.  The  industry  had  a  hearing  before  the  Ways  tf 
Means  Committee.  This  citrus  by-products  industry  is  a  tf 
industry  in  California.  At  the  time  the  Payne-Aldnch  Act  i 
passed  there  was  no  such  industry.    At  the  time  the  Underwo 
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ct,  was  passed  it  was  in  the  experimental  sta^e.  The  rates  of  duty 
ritten  into  both  of  those  tarin  acts  were  written  from  the  revenue 
oint  of  view.  In  this  bill,  for  the  first  time,  the  industry  presents 
>  your  committee  its  needs  from  a  protective  point  of  view.  It  is 
^hat  is  popularly  known  as  an  infantry  industry,  having  developed 
uring  tne  last  few  years.  In  this  present  year  we  are  producing 
bout  one-third  of  the  total  quantity  of  citric  acid  consumed  in  the 
rnited  States. 

The  rates  of  duty  in  the  Fordney  bill,  which  is  before  you,  are 

cents  per  pound  on  citrate  of  lime;  12  cents  per  pound  on  citric 
cid;  20  per  cent  ad  valorem  on  lemon  and  orange  oils;  and  the  con- 
en  trated  juices  are  in  the  free  list. 

These  rates  of  duty,  from  a  protective  standpoint,  are  inadequate 
o  protect  the  industry,  as  I  shall  endeavor  in  a  very  brief  presenta- 
ion  of  the  matter  to  show  the  committee. 

The  industry  is  founded  upon  the  utilization  of  waste  fruit,  the  low- 
:ra^e  fruit  that  is  grown  along  with  the  other  fruit  and  which  has  to 
>e  harvested  and  passed  through  the  packins  houses  at  a  ffl*eat  deal 
»f  labor  expense.  The  rates  of  duty  which  the  league  desires  to 
present  to  you  are  based  upon  the  dmerence  in  the  cost  of  labor  in 
.he  handling  of  these  commodities  in  this  country  and  in  Italy,  not 
Deluding  the  production  cost  of  the  raw  material.  They  take  into 
^x)iisideration  only  the  labor  differences  in  the  handling  of  these  com- 
nodities  from  the  time  the  fruit  is  harvested  until  it  is  processed 
•hrough  the  plant.  They  do  not  take  into  consideration  freight  or 
he  cost  of  producing  the  raw  material. 

The  lea^e  requests  this  committee  to  give  consideration  to  advanc- 
ng  the  Efouse  rates  to  the  following  figures:  Citrate  of  lime,  from  7 
to  12  cents  per  pound. 

Senator  Watson.  Where  do  you  find  that  ? 

Mr.  Powell.  That  is  in  paragraph  46,  Swiator.  Citric  acid,  from 
12  to  20  cents  per  pound. 

Senator  Watson.  Why  do  you  ask  for  that  increase  i 

Mr.  Powell.  I  will  develop  that  on  the  labor  difference.  Senator. 
Oils  of  lemon  and  orange,  under  paragraph  54,  from  20  to  40  per  cent 
ad  valorem. 

Senator  La  Follette.  What  oils  are  those? 

Mr.  Powell.  The  lemon  and  orange  oils,  Senator. 

Senator  Sutherland.  From  20  per  cent  to  what  ? 

Mr.  Powell.  From  20  to  40  per  cent  ad  valorem. 

Senator  La  Follette.  To  what  use  are  those  oils  put  ? 

Mr.  Powell.  They  are  used  in  flavoring  extracts.  We  also  ask 
that  the  juices  in  paragraph  1604,  which  are  in  the  free  list,  be  taken 
out  of  the  free  list.  They  wiU  automatically  come  under  paragraph 
806,  which  provides  for  a  duty  of  70  cents  per  gallon  on  fruit  juices 
not  specially  provided  for. 

The  imports  of  these  commodities  are  practically  all  from  Italy. 
In  Italy  these  lines  of  industry  are  controlled  by  a  Government 
monopoly,  the  Camera  Agrumaria,  an  organization  made  up  of  pro- 
ducers and  dealers  from  different  provinces  and  of  officials  of  the 
Government,  with  the  president  of  the  organization  elected  by  the 
cabinet  of  ministers.  This  organization  controls  and  regulates  the 
marketing  of  these  products,  except  the  juices.     It  fixes  the  prices 
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periodically ;  allots  monthly  deliveries  through  its  agents  to  diffrr^i 
countries,  and  guarantees  a  minimum  price  on  the  product  u>  t.  * 

Eroducer  when  the  product  is  deposited  in  the  Government  wi.-*- 
ouses.     It  advances  the  producer  80  per  cent  of  the  value  of  •:■ 
product  when  it  is  placed  in  the  warehouse,  and  taxes  all  sales  nu.-.- 
m  an  unofficial  way — that  is,  not  through  this  official  body-    Tl^^ 
facts  are  all  contained  in  a  report  of  the  Tariff  Commission. 

In  the  past  the  citric  acid  imports  into  this  country  have  >»r*: 
largely  in  the  form  of  citrate  of  lime,  which  has  been  converted  fcrr 
into  citric  acid  by  American  converters.     During  the  war  the  du>  : 
importation  of  citric  acid  also  developed  considerable  proportmr- 
approximately  a  million  and  a  half  pounds  in  one  year  coining  u.* 
this  country.     The  amounts  of  citrate  of  lime  run  frbm  five  to  iwri- 
million  pounds  in  a  single  year. 

The  lemon  industry  of  California,  from  which  these  prodact«^  a> 
made,  is  growing  very  rapidly.  California  has  reached  a  point  wt*r- 
the  production  of  fresh  fruit  is  now  more  than  equal  to  the  n4»n: . 
consumption  in  America,  including  imports.  There  is  an  increa?^  : 
the  next  few  years  coming  on  oi  about  3,000,000  boxes.  If  r ; 
fruit  can  be  sold  as  fresh  ^uit,  it  will  naturallv  seek  the  fresb-f'L 
market.  With  conditions  such  as  have  existed  during  the  last  }*c 
and  a  half,  with  the  exception  of  a  period  of  about  60  days,  a  ol- 
siderably  larger  proportion  of  the  fruit  is  culled  out,  because  it  lj? 
not  brought  the  cost  of  handling  and  freight.  Therefore,  a>  t:.-' 
industry  mcreases  we  may  expect  a  very  much  larger  increase  in  i* 
manufacture  of  these  by-products.  The  present  output  of  citric  »>  -: 
from  California  represents  about  one-third  of  the  total  Amenr^. 
consumption. 

Senator  La  Follette.  What  is  the  total  amoimt  of  vour  pmd-  - 
tion  ? 

Mr.  Powell.  This  year  about  a  million  and  a  quarter  pound<  ' 
citric  acid,  and  the  consumption  is  estimated  at  from  four  l*»  ^.•. 
million  pounds.     It  was  very  erratic  during  the  war  period. 

The  basis  on  which  we  are  asking  for  these  increases  represent^  i: 
difference  in  the  cost  of  labor  between  the  United  States  and  Italy  - 
harvesting,  delivery  to  the  factory,  and  processing.     It  does  no:  i- 
dude  the  cost  of  producing  the  fruit.     We  have  among  our  •■■' 
members  a  considerable  number  of  growers,  and  Mr.  HamiIt<o 
think,  will  present  their  point  of  view  to  vou,  who  feel  that  ii  s: 
theory  of  protection  were  to  be  fairly  applied  to  this  industir  mu-  * 
higher  rates  might  be  asked  for  including  equalization  of  the  dtH^' 
ential  as  between  Italy  and  America  in  the  cost  of  producing  t: 
lemons  in  the  field.     The  duties  which  the  league  is  asking  for  pli*^ 
the  by-products  business  with  other  chemical  industries  of  a  swin.it* 
nature,  and  with  which  the  citrus  by-products  must  compete.    Ttj^ 
competing  industries  are  developed  from  low  grade  or  waste  pnidu-  ■-• 
The  league  is  making  its  requests  upon  the  basis  of  saving  Ub<»r  <>•*  - 
that  must  enter  into  the  handling  of  the  low-grade  fruit  when  tx  * 
harvested  and  handled  through  the  lemon  packing  houses. 

Senator  Walsh.  What  percentage  of  the  consiunption  in  Anwr.  j 
is  produced  in  America  i 

Mr.  Powell.  About  one-third  at  the  present  time. 

To  arrive  at  the  difference  in  labor  costs  in  America  and  Ituk.  x:" 
costs  as  determined  by  the  Ways  and  Means  (  onunittee  and  pc'- 
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shed  on  the  different  classes  of  labor  handling  citrus  products  in 
alv  have  been  used.  The  costs  in  California  are  taken  from  the 
3oKs  of  the  diflFerent  organizations  producing  citrus  by-products; 
lese  can  be  fully  substantiated.  The  ratio  of  labor  cost  of  the  by- 
roduct  industry  in  Italy  to  that  in  the  United  States  at  the  present 
me  is  approximately  one  to  four.  The  ratio  in  the  fresh  fruit  pro- 
action  is  much  greater. 

The  comparative  domestic  and  foreign  labor  costs  applied  to 
Irate  of  lime  are,  respectively,  20.2  cents  and  5.1  cents  per  pound. 
1  the  manufacture  of  citric  acid  the  labor  cost  is  35.6  cents  a  pound, 
nd  44  cents  a  pound  for  lemon  oil  in  the  United  States,  and  8.9  cents 
nd  11  cents,  respectively,  in  Italy.  Using  these  figures,  the  differ- 
nce  in  favor  of  Italy  in  labor  cost  alone,  not  including  other  costs  of 
reduction,  is  26.7  c^nts  per  pound  on  citric  acid,  15.1  cents  per 
ound  on  citrate  of  lime,  and  33  cents  per  pound  on  oil. 

The  rate  of  12  cents  per  pound  on  citric  acid  in  the  Fordney  bill 
;  only  twelve-twenty-sixths  of  the  difference  in  the  cost  of  labor 
etw^een  the  United  States  and  Italy  in  the  manufacture  of  the  citric 
cid ;  the  rate  of  7  cents  per  pound  on  citrate  of  lime  is  only  seven- 
f teenths  of  the  difference  in  the  cost  of  labor  in  the  manufacture  of 
itrate  of  lime;  while  the  rate  of  20  per  cent  ad  valorem  on  lemon  and 
range  oil  represents  only  one-half  the  difference  in  the  cost  of  labor 
a  the  manuiacture  of  tne  oil.  The  league  therefore  requests  that 
hese  rates  be  raised  to  20  cents,  to  12  cents,  and  to  40  per  cent-, 
espectively,  which  partially  cover  these  differences  in  labor  costs 
ind  put  the  American  producer  on  a  more  nearly  even  competitive 
)asis,  but  make  no  allowance  for  the  differences  in  the  cost  of  pro- 
lucing  the  fruit  itself. 

Senator  La  Follette.  In  the  investigations  made  by  the  Tariff 
Commission  of  this  industry,  which  I  have  not  examined,  can  you 
Jtate  whether  they  give  the  labor  costs  of  the  foreign  production  of 
ntric  acid? 

Mr.  Powell.  No;  the  Ways  and  Means  Committee  gives  the  labor 
•at«s.  ^ 

Senator  La  Follette.  Yes;  I  understood  that  you  based  your 
computation  upon  the  tables  prepared  by  the  Ways  and  Means  Com- 
mittee as  to  labor  cost,  but  I  was  inquiring  whether  there  was  an 
investigation  of  that  branch  of  the  subject  by  the  Tariff  Commission. 

Mr.  ?owell.  There  is  a  very  complete  report.  Senator,  issued  by 
the  Tariff  Commission,  No.  13,  1920,  on  the  acids. 

Senator  La  Follette.  Do  they  go  into  labor  costs  ? 

Mr.  Powell.  I  do  not  think  that  report  goes  into  the  actual  manu- 
facturing costs  abroad. 

Senator  Smoot.  Mr.  Chairman,  the  15  minutes  allotted  the  witness 
have  expired. 

Mr.  Powell.  May  I  have  two  more  miniutes,  Mr.  Chairman? 

The  Chairman.  Go  on. 

Mr.  Powell.  The. league  also  requests  that  the  citrus  juices  be 
removed  from  the  free  list,  paragraph  1604,  because  they  are  brought 
in  and  converted  into  citric  acid  and  citric  acid  will  be  imported  in 
this  form  unless  they  are  placed  under  a  tariff  rate.  If  duties  were 
iinposed  upon  citrate  of  lime  and  citric  acid  and  none  on- these  fruit 
juices,  the  result  wquld  be  heavy  importation  of  concentrated  juices 
in  which  form  citric  acid  would  enter  duty  free.     Thereby  the  Amer- 
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ican  citrus  industry  would  be  deprived  of  the  protection  need^  i.- . 
the  Government  would  lose  the  revenue  whicn  duties  on  citr*:^ 
lime  and  citric  acid  are  expected  to  yield. 

Senator  Watson.  What  were  the  imports  in  1909  and   11*2n  ^ 
citric  acid  ?    , 

Mr.  Powell.  As  I  recall,  they  run  up  to  1,600,000  pounils  in  V.  - 
years.     That  is  for  the  calendar  year  1920.     I  have  not  sefti  ' 
oflScial  figures. 

The  Chairman.  The  official  figures  for  citric  acid  for  the  cmlrR«:«- 
year  1920  are  1,317,467  pounds,  valued  at  $1,142,842;  for  citrmtr 
lime  12,490,196  pounds,  valued  at  $3,027,823;  and  for  lefSHtn  i- 
orange  oil  855,240  pounds,  valued  at  $1,815,777. 

Mr.  Powell.  There  are  three  or  four  large  chemical  farton^-*-  • 
this  country  that  convert  citrate  of  lime  into  citric  acid.  TTm-  n*-* 
which  the  league  requests  and  which  represent  only  the  difft'rrr- 
in  labor  costs  m  the  manufacture  from  tne  fresh  fruit,  do  not  afT-  - 
protection  to  the  labor  employed  by  the  American  converters 
the  committee  desires  to  take  into  consideration  the  proteolirti 
American  industries  which  convert  im|X)rted  products  into  rttn> 
of  lime,  the  league  suggests  that  the  protection  be  based  mum  f- 
same  labor  ratio.  It  costs  in  California  4  cents  a  pound  for  tne  U^-  • 
necessary  to  convert  citrate  of  lime  into  citric  acid.  A  3  cent*  mA-'- 
tion  to  the  citric  acid  rate,  or  23  cents  a  pound,  will  eqnalix^  ''  • 
labor  differential  and  protect  the  American  converter  on  the  differvr  • 
in  his  labor  costs.     1  think  that  is  all,  Mr.  Chairman. 

The  Chairman.  Have  you  a  brief  which  you  desire  to  sutun.t 
the  conmiittee?  ' 

Mr.  Powell.  Yes,  sir. 

Thfe  Chairman.  Was  that  brief  printed  in  the  hearings  of  •. 
House  committee? 

Mr.  Powell.  This  is  a  new  brief.  Senator,  which  gives  the  bi-* 
facts  down  to  date. 

The  Chairman.  Does  Mr.  Hamilton  desire  to  be  heard  n-** 
Senator  Johnson,  is  that  your  arrangement? 

Senator  Johnson.  If  you  please,  sir. 

STATEMENT  OF  MB.  GEOROE  V.  HAMIITOIT,  OF  CLABIMOn 

CALIF. 

The  Chairman.  Mr.  Hamilton,  will  you  kindly  state  for  the  n*  ■ " 
where  you  reside  ? 

Mr.  Hamilton.  I  reside  in  Claremont,  Calif. 

The  Chairman.  What  is  your  business  ? 

Mr.  Hamilton.  Growing  oranges  and  lemons. 

The  Chairman.  You  are  actually  in  the  business  as  a  grvw^^r' 

Mr.  Hamilton.  Very  much  so. 

The  Chairman.  Will  you  proceed  to  submit  your  views  ii>  * 
committee  on  these  articles  ? 

Senator  La  Follette.  Mr.  Hamilton,  will  you  please  prr  ^  '* 
post  office  address  ? 

Mr.  Hamilton.  Just  Claremont,  Calif. 

I  appear  here  at  the  request  of  the  directors  of  three  of  our  l«*"* 
lemon  growers'  associations,  the  Upland  Lemon  Growers'  A^***  » 
ion,  the  Mountain  View  Fruit  Association  of  Upland,  and  the  raH»r- 
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eights  Orange  and  Lemon  Association  of  Claremont.     Those  asso- 
a-tions  pay  my  expenses.     I  represent  them  and  I  feel  that  I  repre- 
nt  tlie  views  and  the  needs  oi  the  majority  of  the'lemon  growers 
California. 

I  think  I  am  representing — I  know  I  am — the  pledges  of  the 
epublican  Party  that  were  made  at  the  election  last  fall  when  the 
lestion  of  saving  those  lemon  OToves  was  the  one  that  ^influenced, 
am  sure,  the  large  majorities  wnich  were  piled  up  in  those  hitherto 
emocratic  districts.  It  was  a  landslide.  In  Claremont,  the  little 
>wii  I  represent,  the  vote  was  four  to  one.  What  we  would  like  to 
novr  is  whether  this  protection  is  a  fact  or  whether  it  is  camouflage. 
Senator  Walsh.  I  suppose  it  goes  back  to  the  Democratic  Party 
it  is  camouflage. 

Mr.  HamHiTON.  The  two  Democratic  members  in  the  House  from 
alifornia  have  joined  with  us  in  this  matter. 

The  Chairman.  Is  Ihat  protest  in  favor  of  citric  acid  or  against 
16  League  of  Nations  ? 

Mr.  ILuifiLTON.  We  will  not  discuss  the  League  of  Nations  unless 
ou  require  it  of  us. 

In.  1909  there  were  1,943,000  boxes  of  lemons  shipped  by  California, 
1  19^20  there  were  3^615,000  boxes.  In  1909  there  were  1,853,000 
oxes  of  lemons  imported,  in  1920  there  were  1,532,000  boxes. 

In  1909  tliere  were  17,286  aeres  of  lemons  of  bearing  a^e  in  Cali- 
ornia^  in  1920  there  were  33,059  acres.  Seven  years  ola  and  over 
I  what  we  call  a  bearing  age.  They  increase  after  they  are  seven 
•^ears  old  for  five  or  six  (w  seven  years.  In  1909  there  were  non- 
bearing  3,300  acres,  in  1920  there  were  17,495  acres.  More  than 
K)  per  eent  of  our  l^non  acreage  is  nonbearing. 

The  production  of  lemons  in  1920  in  this  country  was  13,000  car- 
oads  oi  400  boxes  to  the  car.  The  consumption  was  13,000  carloads. 
Che  iBLportations  of  fresh  lemons  was  3,831  carloads,  being  substan- 
Aally  the  amount  we  were  compelled  to  send  to  the  products  company 
ind  receive  in  returns  not  enough  to  pay  for  the  cost  of  harvesting 
ind  manufacturing.  A  part,  owing  to  the  inability  of  our  products 
plant  to  handle  it,  we  hauled  out  and  dumped  and  a  part  was  left  on 
the  trees. 

The  Chairuan.  Why  were  those  lemons  destroyed  ? 

Mr.  Hamilton.  Large  numbers  of  them  were  good  lemons,  but  we 
were  shipping  our  l^uons  and  not  getting  the  cost  of  shipping.  We 
were  losmg  money  right  along,  'fliey  were  good  lemons,  but  they 
needed  marketing  at  once.  If  they  had  been  lemons  that  we  could 
have  held  until  the  summer  time  we  would  have  done  so,  but  some- 
thing had  to  be  done  with  them,  and  we  could  not  get  out  whole  by 
slupping  them,  so  we  hauled  them  out  and  dumped  them. 

The  Chairman*.  Do  you  remember  the  highest  price  that  lemons 
brought  in  Chicago  about  the  time  that  these  lemons  were  destroyed  ? 

Mr.  Hamilton.  I  do  not  remember  the  highest  price.  The  aver- 
age f.  o.  b.  price,  as  I  remember  it,  for  our  calendaryear,  up  to  about 
the  time  this  hot  weather  came,  was  $2.06  a  box.  That  was  the  price 
we  received  in  California  packed  and  loaded  on  the  cars. 

Mr.  Powell.  During  a  very  short  period  in  the  spring  the  ship- 
ment of  leinons  from  California  would  not  pay  the  cost  of  harvesting 
and  the  freight.  Every  box  handled  under  those  conditions  meant 
borrowing  money  to  pay  the  actual  handling  cost.     Every  packing 
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house  was  full  to  the  limit.     It  cost  the  grower  money  to  ship  * .  ■ 
box,  and  part  of  the  goods  got  in  such  a  condition  tliat  they  * 
not  be  shipped.     A  very  few  lemons  compared  to  the  total  rrnj*    - 
than  a  thousand  cars  under  those  conditions,  could  not  be  >h\yi' 

Senator  Watsox.  Did  you  try  to  ship  them  through  the  canj. 

Mr.  Powell.  All  we  could. 

The  Chairman.  I  realize  those  conditions,  but  I  also  recall  a  -•' 
widespread in  the  price  of  lemons  in  Chicago  at  that  tiro* 

Mr.  Powell.  Not  at  that  time.     That  was  in  the  70  day-  'r 
May  21  to  the  last  of  July,  when  the  price,  on  account  of  the  fxir>- 
heat,  went  to  a  high  point,  but  during  the  last  two  weeks  tht-  rr 
has  gone  down  as  spectacularly  as  it  went  up,  owing  to  the 
weather. 

Senator  La FoLLETTE.  What  is  the  freight  charge  on  a  U\ 
lemons  ? 

Mr.  Hamilton.  $1.44  a  box,  freight  and  war  tax. 

Senator  Watsox.  To  New  York? 

Mr.  Hamilton.  To  New  York.  It  is  a  blanket  rate  over  a  ■-. 
territory. 

Senator  McCumber.  What  was  the  cause  of  the  slump  in  pn«- 
the  time  when  so  many  carloads  of  lemons  could  not  be  shippevl  •• 
were  destroyed? 

Mr.  Hamilton.  It  was  due  to  the  fact  that  we  had  so  many  Wm-  - 
that  we  shipped  more  than  the  market  would  take.     They  dni  ' 
want  them;  thev  would  not  take  them.     That  was  the  cause. 

The  Chairman.  It  has  bocn  suggested  that  the  eighteenth  am-r 
ment  may  have  hurt  tfie  lemon  industr}^. 

Mr.  Hamilton.  I  argue  tht  other  way.  Some  of  our  peopi«^  *a. 
does,  but  I  think  I  can  demonstrate  that  it  does  not.  So  thir- 
goes. 

Senator  McCl^iuber.  Was  that  condition  due  to  an  overprwlur*.  • 
in  the  United  States  ? 

Mr.  Hamilton.  Which? 

Senator  McCumber.  The  fact  that  you  cx)uld  not  dispose  of  v'm' 
lemons  because  there  was  no  demana  for  them.  Did  we  have  f 
overproduction  that  year '( 

Mr.  Hamilton.  It  was  due  in  part  to  an  overpro<luftioii. 
•   Senator  Watson.  What  were  the  imports  that  year! 

Mr.  Hamilton.  The  imports  last  year  were  3,831  carloads. 

Senator  La  Follette.  jBut  you  stated  that  the  production  in  »'  - 
country  equaled  the  consumption  in  this  country. 

Mr.  Hamilton.  Yes. 

wSenator  IuA  Follette.  And  that  the  imports  made  the  excess- 
production  in  the  market. 

Mr.  Hamilton.  Yes;  made  an  excess  in  the  supply. 

Senator  McCumber.  That  is  what  I  am  trying  to* get  at.  whf'.'  ' 
the  imports  had  anything  to  do  with  that  sluinp  in  prices. 

Mr.  Hamilton.  Certainly:  thev  were  there,  and  they  werr  ?••. 
and  when  they  were  sold  it  knocked  the  market  for  us.  ' 

Senator  Watson.  What  does  it  cost  to  lay  down  in  New  York  * 
box  of  lemons  raised  in  any  competing  country  ? 

Mr.  Hamilton.  I  can  tell  you  better  by  what  they  have  «l«l '' " 
During  the  whole  year  of  1914  they  sold  at  an  average  of  >2.20  •  t--^ 
laid  down  in  New  York. 
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Senator  Watson.  What  did  you  lay  yours  down  in  New  York  for  ? 

yir,  Hamilton.  We  can  lay  ours  down  in  New  York  at  $4.58  a 
ox,  i^rhich  does  not  allow  us  any  profit  op  interest  on  our  investment. 

Senator  Watson.  From  what  country  can  they  la\^  down  a  box  of 
'iTions  in  New  York  at  $2.20  ? 

Mr.  Hamilton.  Italy  can  lay  them  down  at  much  less  than  that. 

Senator  Watson.  And  did  all  those  imports  of  3,831  carloads 
ome  from  Italy  ? 

Mr.  Hamilton.  I  think  thev  all  came  from  Italy.  Italy  is  the  big 
*mon-producing  country  of  the  world. 

Senator  Walsh.  Is  not  the  production  of  lemons  in  Italy  de- 
reasing  ? 

Mr.  Hamilton.  It  does  not  seem  like  it.  I  do  not  know.  They 
.re  not  sending  as  many  here  as  they  did,  but  those  figures  I  have 
ust  read  show  how  they  are  fluctuating. 

Senator  Dillingham.  As  a  general  statement  are  we  to  under- 
tand  that  Italy  and  Sicily  can  lay  down  their  lemons  in  New  York 
it  substantially  one-half  the  price  at  which  California  can  lay  them 
iown  there  for  ? 

Mr.  Hamilton.  I  think  less  than  one-half.  Mr.  Powell  mentioned 
Dhe  fact  that  the  labor  charge  was  at  the  ratio  of  one  to  four.  That 
s  a  big  element  in  growing  lemons.  We  might  as  well  throw  up  the 
3ponge  if  you  are  not  going  to  allow  us  to  figure  the  growing  of  tnem. 
He  said  the  ratio  was  one  to  four,  but  when  it  comes  to  the  growing 
of  lemons  my  understanding  is  that  the  ratio  is  nearer  one  to  teni 
That  is  a  large  element,  gentlemen.  Then  when  it  comes  to  freight 
our  freight  is  $1.44  a  box,  while  their  freight  is  not  always  known. 
It  is  not  controlled  by  the  Interstate  Commerce  Commission.  It  is 
open  to  all  sorts  of  rebates  and  secret  rates.  I  have  heard  of  ratesj 
where  they  shipped  similar  distances,  at  14  and  15  cents  a  box. 

Senator  McCumber.  On  account  of  the  cheaper  product  from 
Italy  and  Sicily,  you  have  had  no  New  York  market  for  years  in  the 
lemon  business,  have  you  ? 

Mr.  Hamilton.  We  have  shipped  a  good  many  lemons  there. 
Our  lemons  are  shipped  by  rail,  ^nd  at  times  we  can  not  get  our 
costs  out  of  them.  We  would  lose  money  on  them.  At  other  times 
when  the  market  is  more  promising  we  ship  to  New  York,  We 
start  our  cars,  maybe  the  consignee  will  conclude  he  is  overstocked 
and  ask  to  be  let  off.  Those  cars  go  to  New  York  and  are  sold  in 
New  York  at  auction.  Last  week  we  sold  13,765  boxes  of  lemons 
in  New  York  at  $3.19  a  box.  The  foreigners  sold  over  17,000  boxes 
at  S3.45  a  box. 
The  Chairman.  You  can  not  object  to  compete  with  Florida,  can 

Mr.  Hamilton.  Florida  does  not  produce  lemons. 

The  CHAIRMAN.  I  thought  there  were  a  considerable  number  of 
lemons  coming  from  Florida. 

Mr.  Hamilton.  We  do  not  realize  it.     It  was  the  forei^ers. 

Senator  Calder.  There  are  no  lemons  coming  from  Florida.  The 
only  source  of  lemons  is  Italy. 

Senator  Dillingham.  So  that  last  week  in  your  auction  sales  you 
«old  as  many  lemons  in  New  York  as  Italy  did? 

Mr.  Hamilton.  No;  they  sold  17,000  boxes  and  we  sold  13,000 
boxes.  We  sold  at  $3.19  a  box,  while  the  lemons  cost  us,  f.  o.  b. 
New  York,  without  interest  or  profit,  $4.58. 
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Senator  Dillingham.  You  lost  over  a  dollar  a  box  on  those  lecni't- 

Mr.  Hamilton.  We  did. 

Senator  Sutherland.  Do  you  mean  to  say  that  you  havr  - 
information  on  the  freight  rates  in  the  shipment  of  lemons  fr  - 
Italy  to  New  York  ? 

Mr.  Hamilton.  Rates  are  given  out,  but  I  have  no  confideiM> 
them. 

Senator  Watson.  What  is  the  difference  in  the  freight  rat€«  ' 
rail  and  boat  through  the  canal  to  New  York  ? 

Mr.  Hamilton,  f  think  the  rate  is  60  cents  by  boat  and  $1.44  ■ 
rail.     There  are  disadvantages  and  difficulties  aHout  boat  shipmrr- 
It  is  in  its  infancy,  that  part  of  the  business.     But'  that  wiU  ik»i  ."- 
crease  the  market. 

Senator  Smoot.  The  importations  for  the  year  ending  Jone  ; 
1921,  were  only  $1,520,062,  and  compared  with  the  year  1920.  it  «f 
not  half  of  the  amoimt. 

Mr.  Hamilton.  That  would  be  affected  both  by  the  price  and  i- 
the  volume,  maybe  altogether  by  the  price.  I  could  not  tell  wilhi  •--• 
analyzing  it.  i  ou  see  up  to  the  time  this  hot  spell  came,  for  near  • 
a  year  and  a  half,  we  have  had  the  worst  sledding  you  ever  saw. 

^he  production  five  years  from  now,  if  we  m^tain  our  px>^^ 
should,  according  to  my  estimate,  amount  to  about  21,000  cm^Zf 
The  consumption  in  five  years,  figuring  on  the  usual  rate  of  incrps« 
we  have  bad  in  the  past  of  2  per  cent  per  annum,  would  be  aS».' 
14,300  carloads,  making  a  surplus  at  the  end  of  five  years  of  7(«> 
carloads.  The  excess  lemon  acreage  which  would  be  repnaenied  ^' 
this  surplus  would  be  from  15,000  to  20,000  acres.  It  is  to  avovi  :.• 
destruction  of  these  lemon  groves  and  the  homes  that  are  on  tbf:i 
We  can  not  go  on  raising  lemons  unless  we  have  a  market  that  «~ 
pay  for  the  cost  of  production.  That  is  the  reason  I  am  h«e.  Tbr:* 
were  2,000  acres  of  lemons  budded  over  and  1,000  acres  pulled  oa:  '- 
discouraged  owners  last  spring.     It  is  a  real  danger. 

Mr.  Teague,  the  president  of  the  citrus  league,  in  answer  to  c* 
question,  '^  If  the  league  secures  the  duties  that  they  asked  for  in  tb^-  - 
brief,  which  Mr.  Powell  has  just  stated,  would  it  not  be  a  fact  tha:  • 
will  not  furnish  an  outlet  for  our  excess  supply  and  would  it  iK»t  • 
necessary  to  destroy  a  lai^  percentage  of  our  lemon  acmf^i-' 
replied,  That  is  true."  It  is  something  that  can  not  be  denied.  ^ 
have  to  be  protected  in  growing  those  lemons  or  destroy  our  gtv^r- 

Senator  Watson.  Do  the  Pacific  Islands  produce  many  lemoo^' 

Mr.  Hamilton.  I  do  not  know.     We  have  not  heard  oY  it. 

I  have  5,000  lemon  trees,  over  4,000  of  them  hems  seven  yeai^ « 
this  vear,  just  ending  the  eight  years  of  famine  which  frowith  t: 
development  of  a  lemon  grove.     I  debated  seriously  this  last  5pa^: 
whether  or  not  I  should  puU  them  out  or  bud  over.     1  consoltr 
experts  on  the  subject.     It  takes  just  about  as  long  to  get  them  .: 
bearing  by  budding  over  as  to  pull  out  and  plant  anew. 

Senator  La  Follette.  What  do  you  mean  by  '' budding  ovt: 

Mr.  Hamilton.  Budding  into  oranges  or  grape-fruit,  li  was  n'- 
certain  as  to  which  was  the  best  thing  to  do,  to  pull  them  oal  ft^ 
plant  anew  or  to  bud  over,  and  after  debating  it  I  finally  ooodiKl^- 
that  I  would  wait  another  year.  I  considered  eliminating  40  aca-* 
of  mine  this  last  year. 

Senator  Watson.  You  are  speaking  about  lemons ! 
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Mr.  Hamilton.  I  am  speaking  about  lemons  only.  That  is  all  I 
Q  going  to  talk  about.  If  it  is  a  fact  that  we  can  not  have  some 
.lier  outlet  than  the  fresh-fruit  market  I  would  feel  like  saying 
Nflake  it  snappy  and  get  rid  of  it;  make  it  short,  this  period  of 
imination." 

Ten  thousand  carloads  of  lemons  a  year  are  required  to  supply  the 
trie  acid  consumed  in  the  United  States.  I  speak  in  carloads  be- 
Luse  it  is  easier  for  me  to  see  and  it  does  not  take  so  many  figures. 
Ltric  acid  is  a  nonperishable  product.  To  that  extent  it  has  an  ad- 
mtage  over  the  fresh  lemon  ousiness.  A  lot  of  the  risk  and  danger 
'  decay  is  removed;  all  of  it,  in  fact.     It  is  almost  equal  in  volume 

>  the  iresh  fruit  market  and  in  freedom  from  risk  is  superior.  Ten 
Lousand  carloads  of  one  against  13,000  carloads  of  the  other.  If  we 
>uld  have  a  market  for  the  two  on  a  basis  that  would  give  us  a  chance 
)  live,  we  could  market  all  the  lemons  that  we  could  produce  on  all 
le  trees  that  are  now  planted  in  California  and  have  an  inducement 

>  plant  some  more.    That  is  the  proposition  exactly. 

The  league  takes  the  position  that  citric  acid  is  made  out  of  a 
rorthless  product,  but  Italy  does  not  treat  it  so.  In  large  districts 
1  Italy  80  ner  cent  of  the  fruit  or  more  goes  into  the  products.  Then, 
a  it  not  a  fact  that  they  are  growing  their  fruits  for  the  product  ? 

Senator  McLean.  But  you  do  not  get  the  large  pronts  out  of  the 
dmons  that  you  sell  to  the  citric  acid  men  ? 

Mr.  Hamilton.  We  have  not  gotten  our  costs. 

Senator  McLban.  So  it  is  of  no  advantage  to  you  to  raise  lemons 
or  that  purpose  under  any  conditions  ? 

Mr.  Hamh^ton.  Not  unless  we  are  protected  against  the  cheap 
)rices  of  Italy  I  figure  the  growers  of  Italy  get  4  cents  per  pound,  in 
heir  money,  for  the  fruit  processed  over  there  on  the  basis  of  present 
>rices  of  citric  acid,  while  we  are  getting  nothing.  The  whole  problem 
s  are  we  going  to  protect  our  American  laborers  in  maintaining  a  posi- 
,ion  thatlXve^the  labor  of  Italy  ?  If  we  do  that  you  havl  toV 
tect  us^  and  I  feel  that  10,000  carloads  of  lemons  marketed  in  this 
«ray  is  worthy  of  consideration  and  protection.  The  product  is  a 
;ood  product.  It  is  made  out  of  lemons.  They  are  just  as  good  for 
that  purpose  as  the  best  of  lemons,  and,  in  fact,  during  the  eight  or 
aine  dull  months  of  the  vear  we  make  it  a  point  to  pile  up  our  lemons, 
because  at  that  time  they  will  not  take  them  wnen  we  ship  them 
East,  and  we  take  good  care  of  them  and  have  them  ready  wnen  the 
hot  speU  comes,  as  it  did  this  summer.  Durmg  that  time  there  is 
more  or  less  real  good  fruit  that  the  trade  will  not  take  but  which  has 
reached  a  stage  that  requires  some  immediate  disposition.  You  can 
not  expect  us  to  ship  the  fruit  and  lose  money  on  it  and  maybe  pay 
the  freight  in  addition. 

If  we  could  put  that  class  of  lemons  into  citric  acid  and  the  other 
products  in  such  manner  that  we  could  get  nearly  the  cost  of  growing 
them,  it  would  stabilize  the  industrv.  It  would  enable  us  to  mcrease 
the  supply  so  that  when  these  times  of  keen  demand  do  come  we  would 
be  prepared  to  meet  the  demand.  It  is  not  possible  to  fortify  our- 
selves and  be  in  a  position  to  supply  such  a  demand  as  we  had  this 
summer.  It  would  be  just  as  reasonable  to  expect  a  bank  to  do  a 
profitable  business  and  be  ready  to  pay  every  depositor  in  full  every 
minute  as  to  expect  us  to  get  lemons  here  to  take  care  of  the  tre- 
mendous demand  that  existed  this  summer.     We  did  the  best  we 
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could  to  break  the  market.     We  shipped  in  the  two  months  <»f  -^  • 
and  July  4,130  carloads,  whereas  durmg  the  four  years  previou*  ■ 
average  yearly  shipments  for  the  same  period  had  been  2.15o    ■• 
loads,  and  tlie  highest  shipments  for  tne  same  period  was  .  .. 
carloads. 

The  Chairman.  Shipped  where  ? 

Mr.  Hamilton.  To  tne  markets  here  in  the  East.  We  inrrr-.* 
our  packing  and  shipping  to  the  highest  limit,  but  we  coul«i  - 
supply  the  demand.  A  hot  spell  here  in  the  East  always^  cau^- 
jump"  in  the  market.  This  not  spell  surpassed  anytlunf;  in  * 
nistorv  of  the  lemon  business. 

The  Chairman.  Have  not  the  imports  of  fomgn  lemoa-  j 
down  with  wonderful  rapidity? 

Mr.  Hamilton.  They  nave  sprung  up  somewhat  recently. 

The  Chairman.  In  1914  there  were  only  $2,000,000  worth  ar.- 
1920  there  were  $542,000  worth. 

Mr.  Hamilton.  To  sav  a  dollar's  worth  would  not   nece^'-?r 
mean  anything.     A  person  has  got  to  go  into  it  and  see  how  • 
price  was.     There  was  a  shortage  of  supply  from  abroad  this  «<*a- 
They  did  not  have  them  piled  up  in  the  East  ready  for  this  hot  -> 
Whether  it  was  a  scheme  to  affect  prices,  or  whether  it  was  a  f^^r 
this  2-cent  emergency  tariff  or  what  not,  I  do  not  know.    T*.-* 
was  not  the  usual  amount  of  importations  during  the  early  ni'-r*  ■ 
preparatory  for  a  hot  spell,  and  owing  to  the  extreme  depression  !  - 
summer  and  the  disappointment  the  speculators  had  tney  dt!  ■ 
buv  our  lemons  and  store  them  up.     When  we  sent  them  her^  • 
paid  us  prices  that  discouraged  us  from  shipping  any  more. 

Senator  Sutherland.  Do  you  mean  that  in  that  active  tlemi- 
you  lost  on  any  shipments  of  those  lemons  ? 

Mr.  Hamilton.  When  that  active  demand   came    it    waj?  a 
line  to  us.     That  has  changed  what  was  the  most  deplorable  *-  • 
tion  you  can  imagine  into  one  for  the  time  being  that  was  verv  r  - 
Mr.  Powell,  when  we  averaged  our  sales  for  the  present  fiscal  v 
from  September  1,  1920,  up  to  the  present  date,  has  not  the  aviri.- 
return  been  sufficient  to  paying  our  cost  and  8  per  cent  on  our  • 
vestment,  for  that  time? 

Mr.  Powell.  About  8  per  cent. 

Mr.  Hamilton.  If  we  go  back  to  the  beginning  of  the  depre--* 
our  return  averages  costs  and  3  per  cent  on  our  investmei  • 
groves. 

Senator  Sutherland.  What  fiscal  year  do  you  have  referent  -  " 

Mr.  Hamilton.  Our  fiscal  year  has  reference  to  the  1st  of  *^: 
tember. 

Mr.  Powell.  During  the  period  of  the  hot  weather,  from  Mhy  . 
to  the  31st  of  July,  California  shipped  90  per  cent  more  lemons  v  i 
the  average  shipments  of  the  last  four  years.     The  total  suppl.^ 
this  country  during  the  hot  weather  was  60  per  cent  greater  ina;*.  *' 
average  of  the  last  four  years.     But  the  demand  for  lemonade.  ^' 
was  so  great  in  the  hot  weather  that  that  total  of  60  per  cent  hKn-^-- 
resulted  in  a  shortage.     The  rail  freight  rates  per  box  on  Calif«»n:  - 
lemons  is  $1.44;  the  freight  rate  by  boat  is  60  cents:  but  the  termirj 
charges  on  each  end  are  such  as  to  make  comparable  a  rate  of  •'• 
75  cents  as  against  the  rail  rate  of  $1.44. 

The  Chairman.  Can  you  have  printed,  Mr.  HamUton,  a  port.^* 
of  your  brief  and  curtail  your  statement  before  the  committ^  f    1 
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1  true  that  vour  time  has  been  largely  consumed  by  the  asking  of 
uestions.  We  want  to  give  you  all  tne  time  you  desire,  but  please 
ear  in  mind  that  we  are  operating  under  this  15-minute  rule. 

Mr.  Haahlton.  I  appreciate  that,  Mr.  Chairman. 

Senator  Johnson.  May  I  suggest,  Mr.  Hamilton,  that  you  state 
lie  rates  that  you  think  are  appropriate  and  the  reasons  therefore. 

Mr.  Hamilton.  I  wanted  to  lead  up  to  the  reasons  before  I  stated 
hem.  I  want  to  repeat  that  in  large  districts  in  Italy  they  grow 
ruit  for  these  products.  When  a  man  year  after  year  puts  80  per 
ent  or  more  of  his  lemons  in  one  line,  is  not  that  what  he  grows 
hem  for? 

Senator  Watson.  We  are  perfectly  familiar  with  .that. 

Mr.  Hamilton.  It  is  not  a  cull  business.  It  should  be  treated  as 
.  business  that  is  legitimate  and  has  value  in  the  stuff  that  we  turn 
>ver  to  the  products  factory.  To  meet  the  situation  we  growei's 
lave  put  up  a  plant.  It  has  a  capacity  now  of  about  1,200,000 
>ounas  of  citric  acid  a  year.  Other  corporations  in  California  have 
I  capacity  of  about  800,000  pounds  a  year.  The  two  together 
nake  about  a  third  of  the  consumption  of  the  United  States  at  the 
>resent  time.  It  is  a  new  enterprise,  to  my  mind,  like  the  packing 
louses  which  we  join  together  and  build  as  a  means  of  packing  our 
resh  fruit  and  shipping  it.  This  is  just  an  instrument  for  marketing 
y\XT  lemons.  Citric  acid  is  not  a  bv-product.  It  is  misnamed.  It 
is  the  whole  thing.  The  lemon  oil  might  be  called  a  by-product, 
but  the  citric  acid  is  the  means  we  have  adopted  to  market  the  lemons. 
We  have  invested  about  $200,000  in  this  plant;  we  have  about 
J125, 000,000  invested  in  our  groves  and  eguipment,  and  the  impor- 
tance of  the  two  is  illustrated  thereby.  Tliose  valuations  of  groves 
are  my  valuations.  Some  people  malce  it  less,  but  I  have  had  some 
experience  in  the  growing  of  a  grove  recently  rind  I  think  I  know 
what  I  am  talking  about. 

The  citric  acid  plant  employs  about  35  or  40  men.  In  our  groves 
the  owners  work  and  they  eAiploy  help  and  their  boys.  The  estimate 
I  got  from  the  league  is  that  there  are  12,500  men  and  their  families 
dependent  upon  the  growing  of  the  fruit. 

benator  McLean,  lou  said  "fruit."  You  mean  lemons,  do  you 
not? 

Mr.  Hamilton.  I  mean  lemons;  yes,  sir.  As  to  the  size  of  the 
groves  and  to  illustrate  how  intensive  the  work  is,  in  our  association 
there  are  215  members;  they  have  1,300  acres  of  lemons;  and  there 
are  several  of  us  that  have  maybe  40  acres  or  more  and  several  more 
that  have  20  acres  or  more.  Ii  those  are  included,  the  average  would 
be  a  little  over  6  acres  to  the  owner.  If  they  are  excluded,  I  think 
it  would  be  reduced  below  5  acres. 

To  be  worth  while  this  business  has  to  pay  the  grower  something. 
It  seems  ridiculous  to  offer  a  proposition  that  does  not  take  into  con- 
sideration what  the  grower  needs.  It  has  been  impossible  for  us 
to  make  anything  out  of  the  fruit  sent  to  the  products  plant.  It  will 
be  impossible  in  the  future,  unless  you  recognize  the  difference 
between  the  American  and  Italian  cost  of  producing  the  fruit,  harvest- 
ing it,  and  processing  it.  We  have  never  been  nere  before  to  ask 
for  a  protective  duty  on  these  products.  We  have  never  needed  it. 
Senator  Dilungham.  What  are  you  asking  for  now? 
Mr.  Hamilton.  Just  wait  a  minute  and  I  will  give  it  to  you. 

I  want  to  get  at  it  naturally. 
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The  Chairman.  Senator  Johnson,  Senator  McCumber  has  an  inr/^: 
to  suggest  to  you. 

Senator  McCumber.  No;  I  was  gomg  to  suggest  that  the  wirn- 
might  follow  the  advice  given  bj  Senator  Johnson;  that  is.  t<i  r 
us  the  rates  we  ought  to  nave  and  the  reasons,  so  that  we  ooaid  r 
through. 

Senator  Johnson.  I  was  trying  to  save  the  committee's  tinv 
making  that  suggestion. 

The  Chairman.  Mr.  Hamilton,  you  understand  that  the  Srfift- 
meets  at  12  o'clock  and  the  committee  usuallv  takes  a  recesii  fn" 
12  o'clock  imtil  half  past  2.  We  want  to  help  you  in  every  wit  •  • 
permitting  you  to  make  a  statement  and  let  you  print  the*  baUr-  • 

Mr.  Hamilton.  The  rates  that  we  ask  are  70  cents  per  pound 
citric  acid,  40  cents  per  pound  on  citrate  of  lime,  and  50  per  cent  i 
valorem  on  oil  of  lemon.     We  also  ask  $2.10  per  gallon  on  lem  - 
lime,  and  sour  orange  juice;  and  dried  lemon  juice  and  all  ot^  ' 
products  of  the  lemon  not  specifically  provided  for,  70  cent*  >r 
pound  on  the  citric  acid  content  thereof. 

Senator  Watson.  How  much  do  you  want  on  lemons  themselTr^ 
It  is  2  cents  per  poimd  here.     Is  not  that  enough  ? 

Mr.  Hamilton.  It  is  not  enough,  but 

Senator  Watson.  You  are  not  asking  any  more  I 

Mr.  Hamilton.  No;  what  I  want  is  motection  on  the  prodiKi* 
If  you  give  us  4  cents  on  fresh  fruit,  it  will  not  save  our  lemon  acm^ 
unless  we  get  this  protection  on  the  products.     I  am  trying  to  >at 
that  excess  acreage. 

Senator  Watson.  You  and  the  last  witness  do  not  agree  cm  tt- 
tariflf  you  want  on  by-products  ? 

Mr.  Hamilton.  Not  by  any  means.  He  just  takes  into  consid^r^' 
tion  the  costs  of  harvestmg  and  processing  our  fruit. 

Senator  McLean.  How  many  lemons  are  there  in  a  box  ( 

Mr.  Hamilton.  The  number  of  lemons  in  a  box  varies.  The  m--' 
popular  and  general  sized  box  contains  from  300  to  360.  Homtw 
this  year,  some  groves  were  not  picked  all  winter.  The  men  cihx  : 
not  borrow  money.  Usually  most  of  the  packing  hoosea  finance  t!^ 
picking,  but  they  got  to  the  point  where  the  packing  houses  cnt ' 
not  borrow  money. 

Senator  McLean.  You  get  somewhere  around  a  cent  a  piece* 

Mr.  Hamilton.  The  price  varies  so  that  I  could  not,  withcnii  • 
good  deal  of  time,  tell  just  what  it  is.  When  we  were  getliiut  i** 
highest  prices  it  seems  to  me  I  figured  it  netted  us  about  25  mit*  * 
dozen.     Is  not  that  correct,  Mr.  rowell  ? 

Mr.  Powell.  I  was  not  listening. 

Mr.  Hamilton.  The  Senator  was  asking  for  the  price  we  w^ 
getting  for  lemons.  I  said  when  we  were  getting  the  highest  prK-* 
this  last  summer,  did  it  not  return  to  us  about  25  centa  a  down  ? 

Mr.  Powell.  Something  like  that. 

Senator  Watson.  Are  you  interested  in  these  factories  that  nui' 
the  by-products  ? 

Mr.  Hamilton.  I  am  one  of  the  owners.  We  growers  coothbo'^ 
so  much  a  box  to  establish  and  work  out  this  thmg. 

Senator  McLean.  How  much  would  your  proposed  incwa*  - 
the  tariff  raise  the  price  of  lemons  per  dozen  to  you  I 


XABIFF — CHEMICAL  SCHSDULE.  951 

Mr.  Hamilton.  I  have  not  figxired  it  that  way.  I  will  tell  you 
hat  I  am  figuring.  I  am  figurmg  this,  and  what  I  have  asked  is 
ased  on  this:  That  there  will  at  no  time  be  a  temptation  for  a  grower 
[>  put  his  fruit  through  the  products  plant  with  the  idea  of  making 
loney  on  it;  that  it  will  not  be  possible  for  him  to  get  out  of  the 
ruit  that  goes  through  the  products  plant  a  profit  on  the  growing  of 
he  lemons;  that  it  wiil  not  enable  hmi  to  cover  all  costs  of  growing 
he  lemons. 

Senator  Calder.  Did  you  ask  for  $2.10  a  gallon  on  lemon  juice  ? 

Mr-  Hamilton.  Yes,  sir.  That  is  on  the  basis  of  the  maximum 
oncentration  and  is  figured  on  the  basis  of  the  citric  acid  content 
t  the  same  rate  we  are  asking  on  citric  acid. 

Senator  Calder.  It  would  be  profitable  to  grow  lemons  under 
hose  circumstances,  would  it  not  ? 

Mr.  Hamilton.  Not  any  more  so  than  the  other. 

Senator  Calder.  What  duty  do  you  have  on  this  product  now? 

Mr,  Hamilton.  Nothing;  it  is  free. 

Senator  Calder.  And  you  do  manufacture  some  ? 

Mr.  Hamilton.  No;  we  are  not  manufacturing  any  juices.  We 
\"ant  to  prevent  citric  acid  from  being  imported  in  the  form  of 
concentrated  juices  and  thereby  escape  payment  of  duty.  Thev  can 
jhip  citric  acid  in  the  form  of  concentrated  juice  or  citrate  of  lime 
3r  m  the  pure  form  of  citric  acid.  It  is  competition  and  it  is  disas- 
trous to  us. 

Senator  La  Follette.  It  would  be  no  good  to  put  a  duty  on 
eitric  acid  and  allow  the  fruit  juice  to  come  in  free  ? 

Air.  Hamilton.  No,  sir. 

Senator  Watson.  I  can  not  see  why  Mr.  Powell  and  you,  coming 
here  to  represent  the  same  industry,  ask  for  entirely  diflFerent  rates. 

Mr.  Hamilton.  Well,  I  can  not  see  it  either. 

The  Chairman.  Neither  can  the  committee. 

Senator  La  Follette.  I  thought  they  asked  for  the  same  rate 
on  the  acid. 

Mr.  Hamilton.  No.    All  Mr.  Powell  asks  results  in  treating  that 
fruit  which  goes  to  the  factory  as  worthless.     Mr.  Teague,  who  is 
one  of  the  directors  of  the  league,  says  that  the  thing  to  do  is  to  pull 
out  some  of  our  lemon  groves.     He  said,  *^It  is  just  like  any  other 
business.     If  there  are  too  many  banks  in  a  town,  some  will  have  ^ 
to  get  out.''     That  is  a  serious  proposition.    This  contest  that  will 
go  on  if  we  have  to  submit  to  it  will  be  very  painful  and  disastrous. 
It  will  be  the  most  severe  on  those  who  can  least  afford  it.     Only 
those  people  who  can  gain  a  satisfaction  from  the   thought  that 
they  are  able  and  willing  to  stay  with  the  game  until  the  elimination 
is  over,  can  look  with  equanimity  on  this  proposition. 
Senator  La  Follette.  What  does  a  box  of  lemons  weigh? 
Mr.  Hamilton.  Eighty-four  pounds. 

Senator  Watson.  How  many  pounds  of  lemons  does  it  take  to 
make  a  pound  of  citric  acid  ? 
Mr.  Hamilton.  Fifty  pounds.     The  12  cents  per  pound  on  citric 

acid  provided  in  the  House  bill  is  less  than  one-quarter  of  a  cent  a 

pound  duty  on  the  fruit  consumed,  to  offset  the  differential  in  the 

costs  of  growing,  harvesting,  and  processing  as  between  America 

and  Italy. 
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The  Chairman.  Mr.  Hamilton,  would  it  not  be  possible  to  prfpt- 
a  statement  containing  the  balance  of  your  remarks  and  send  r 
to  be  printed  in  the  record. 

Mr.  Hamilton.  Yes;  I  think  I  have  said  nearly  all  I  wish  u» 
have  prepared  a  statement  and  I  planned  to  ask  permission  to  * 
it  as  soon  as  I  can  have  it  printed. 

Senator  La  Follette.  He  can  pass  it  to  the  reporter  and  ha^r 
printed  as  a  part  of  his  remarks. 

The  Chairman.  Yes;  you  may  do  that. 

(The  brief  above  referred  to  was  submitted  by  the  witness  an*:  ■ 
here  printed  in  full,  as  follows:) 

Brief  of  Facts  Relating  to  the  Products  of  the  Lemon  Indc^hli 

[Preseuted  by  the  Upland  Lemon  Growers'  Association,  Upland.  Calif.;  Mountain  Vl<»w  Fniii  V**!  ^ 
Upland,  Calif.;  College  Heights  Orange  and  Lemon  Association,  Claremont,  Calif.;  Auf.  U.  ii; 

To  the  honorable  menibers  of  the  Committee  on  Finance  of  the  United  Statn  :^ncu 

I  am  a  lemon  grower.     I  represent  three  lemon  growers*  association,  two  in  V'  x 
and  one  in  Claremont,  Calif.     I  also  represent  from  personal  assurance  ^h^  \r  • 
needs,  and  wishes  of  many  other  lemon  growers. 

LEMON    PRODUCTS   INDUSTRY. 

A  new  industry  has  but  recently  been  developed  in  California,  a  |?rovth  of  th^  '•  =. 
industry.    This  is  the  manufacture  of  citric  acid  and  lemon  oil  dirpct  Iron  tKr  r^- 
fruit  grown  in  America.     Until  rerently  the  American  people  depended  upon  f-*''- 
sources,  principally  Italy,  for  their  supply  of  these  products.    This  is  an  ia-!.*  ' 
that  has  never  before  asked  Congress  for  protection. 

It  is  for  this  reason  that  the  duties  of  the  Payne-Aldrich  bill  can  not  hi»  uwi  &  - 
'  yardstick  in  the  determination  of  what  duties  should  now  be  pUced  npoo  tN  • 
products. 

RATES  CONTAINED  IN  PRESENT  BILL  ARE  INADEQUATE. 

The  rates  contained  in  the  bill  as  passed  by  the  House  are:  Citri<*  arid.  12  <f»nv  .• 
pound;  citrate  of  lime,  7  cents  per  pound;  oil  of  lemon,  20  per  cent  ad  \:alomD 

These  rates  are  inadequate  to  meet  the  needs  of  the  industry.    The  inditftrT  c .-' 
have  sufficient  protection  to  enable  it  to  realize  from  the  sale  of  the  principal  pn«i. 
citric  acid,  a  sufficient  amount  to  return  not  only  the  cost  of  manufacture  hi;'  a> 
and  of  still  greater  importance,  the  cost  of  growing  the  fruit  ueed  in  their  manuu  * 

I^oring  the  differential  in  the  cost  of  growing  the  fruit,  it  would  requirp  !**• 
lowing  duties  to  equalize  the  difference  in  the  labor  cost  of  harvesting  the  fnu'  %: 
manufacturing  these  products  as  between  America  and  Italy:  CxXnx-  arid,  lA   *.  - 
per  ix)und;  citrate  of  lime,  12  cents  per  pound'  lemon  oil,  40  per  cent  ad  v«i-»- 
citrus  juices,  removal  from  free  list.     But  such  duties  make  no  pn>>inoD  f  -  ' 
differential  in  costs  of  growing  the  fruit  as  between  America  and  Italy. 

The  duties  which  the  entire  California  membership  of  the  Houee  ^eqlN«««^!  '* 
Ways  and  Means  Committee  to  recommend  are:  Citric*  acid,  70  venX»  per  p  . 
citrate  of  lime,  40  cents  per  pound;  oil  of  lemon,  50  cent  per  ad  valorem.    •  >e^  •  vi 
on  p.  — .) 

The  minimum  duties  required  for  the  purpose  of  adequate  protection  f o  tV  ■  ** 
grower  are:  Citric  acid,  70  cents  per  pound;  citrate  of  lime,  40  cents  per  poafr. 
of  lemon,  50  per  cent  ad  valorem;  lemon,  lime,  and  sour  orange  juit^,  $2. 10  per  cba 
Dried  lemon  juice  and  all  other  products  of  the  lemon  not  specifically  pft>\idr«i  ■ 
70  cents  per  pound  on  the  citric-acid  content  thereof. 

CITRIC   ACID   AS   A   PRIMARY  PRODUCT.  ' 

(.'itric  acid  is  not  a  by-product  of  the  lemon  industrs*:  it  is  one  of  the  twt»  ^t  . 
products  of  which  fresh  fruit  is  the  other.  To  my  mind  CAtric  acid  is  snb^antttll »  ' 
whole  lemon  put  into  shape  to  keep  and  use  at  a  future  time.  <  itric  ac*id  t^  (lie  fit><' 
product  for  whica  lemons  are  the  raw  material. 

Citrate  of  lime  and  concentrated  citrus  juices  are  intermediate  prtxlurt.*  in  thr  ei* 
facture  of  citric  acid.    The  duty  upon  citrate  of  lime  should  be  al>out  00  per  •• 
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i  duty  on  citric  acid  as  citrate  of  lime  contains  something  over  60  per  cent  by  weight 
dtric  acid.  The  duty  on  concentrated  juices  as  requesteo  above  is  based  upon  the 
ric  acid  content  of  such  juices  at  their  approximate  maximum  concentration. 
Qon  oil  may  be  considered  a  by-product  in  t£e  manufacture  of  citric  acid ;  it  is  pro- 
ced  by  utilizing  the  peel,  which  would  otherwise  be  wasted. 

INCREA8INO   SURPLUS  PRODUCTION   MUST   BE   MARKETED   AS   LEMON   PRODUCTS. 

ritric  acid  must  be  produced  by  the  American  lemon  industry  as  a  primary  product 
d  must  yield  a  sufficient  return  to  pay  the  costs  of  growing  the  fruit,  as  well  as  the 
inufacture  of  the  final  product.  Otherwise  the  American  lemon  industry  can  not 
rvive.  Our  California  production  of  lemons  caught  up  with  the  consumption  of 
!sh  lemons  in  the  Unitea  States  last  year.  There  are  in  addition  17,000  acres  of  non- 
aring  lemon  groves,  slightly  over  one-half  of  the  present  bearing  acreage.  If  the 
3ves  now  planted  are  maintained,  the  increase  in  production  will  outstrip  the  increase 
consumption  so  rapidly  that  in  a  very  few  years,  probably  four  or  five  years,  pro- 
iction  will  be  nearly  50  per  cent  greater  than  fresh  iniit  consumption  in  the  United 
ates.  Unless  this  surplus  is  used  in  the  manufacture  of  citric  acid  and  other  lemon 
oducts  so  as  to  return  to  the  grower  his  costs  of  growing  the  fruit,  the  entire  lemon 
dustry  must  suffer. 

I  have  5,000  lemon  trees,  OA'er  4,0Q0  of  them  bein^  7  years  old  now.  I  am  hoping 
At  I  have  reached  the  end  of  the  eight  years  of  famine  whicn  goes  with  the  develop- 
ent  of  a  lemon  grove.  This  grove  represents  most  of  the  savings  of  my  life  and  a 
3a vy  mortgage  on  the  future,  also  eight  years  of  my  business  career,  and  has  just  now 
lived  where  it  ou^ht  to  begin  to  return  something  to  me  for  the  effort  expended. 
I  feel  I  am  speaking  for  thousands  of  other  growers,  many  of  whom  are  in  a  much 
lore  critical  condition. 

To  save  ourselves  from  this  threatening  aisaster,  we  growers  have  joined  and  invested 
•me  $200,000  in  a  plant  at  Corona  for  the  manufacture  of  lemons  into  lemon  producto 
ad  lemon  by-products. 

SIZE  OP  HOLDINGS. 

Upland  Lemon  Growers'  Association,  213  members,  owning  1,300  acres;  average 
oloing,  6.1  acres.  If  we  omit  some  of  the  large  holdings  it  will  reduce  tnjs  average 
Pe  think  that  this  is  a  fair  illustration  of  the  size  of  the  holdings  by  individuals. 

CULTURAL  COST  OF  PRODUCING. 

Based  on  conservative  figures  it  costs  1.79  cents  per  pound  to  grow  lemons  in  Cali- 
3mia  without  including  interest  on  investment  or  profit  nor  costs  of  harvestings 
laiiling,  packing  and  shipping. 

Based  on  an  investigation  of  the  Royal  Commission  in  Italy  in  1911,  it  cost  20  to  32 
ents  per  box,  or  at  the  latter  fi^ire  0.44  cents  per  pound  to  produce  lemons  in  Italy. 

Taking  exchange  into  consideration  labor  in  Italy  costs  less  to-day  than  in  1911. 

It  requires  50  pounds  of  lemons  to  make  1  pound  of  citric  acid.  The  cost  of  growing 
•p  pounds  of  lemons  in  the  United  States  is  89.5  cents  and  in  Italy  22  cents.  1  n  addi- 
ion  to  the  citric  acid,  some  lemon  oil  is  produced .  A  proper  division  of  the  costs  is  87 
)er  cent  to  the  citric  acid  and  13  per  cent  to  the  lemon  oil.  The  cost  of  citrate  of  lime 
^ould  be  about  60  per  cent  of  the  citric  acid  cost. 

Cost  of  handling  arid  processing  lemons  for  lemon  oil  and  citric  add. 


Cost 
per  ton. 

Per  cent 
labor. 

Labor  cost 
ppr  ton. 

'fathering  fruit 

S9.00 

5.79 

U.73 

95 
60 
30 

$8.5& 

fran'^portation  to  central  factory 

3.47 

Factory  operation  and  maintenance 

4.42 

29.52 

10.44 
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The  following  table  shows  the  differentials  in  favor  of  Italy  in  the  cost  of 
sufficient  lemons  to  produce  one  pound  of  each  of  the  products  named: 

Cultural  costs  of  growing  Irm/ms. 


For  manufacture  of  1  pound  of— 


Citric  acid 

Citrate  of  lixno 
Lemon  oil 


American 
cost. 


Centi. 
7K.0 
46.5 
77.0 


Italian 
ectft. 


r  « 


MANUFACTURING  COSTTB. 


The  comparative  cost  of  labor  only  in  the  harvesting  and  manufarttn^  ^4 
products  is  as  follows: 

Labor  costs  of  manufacture. 


For  manufacture  of  1  pound  of— 

American 
cost. 

ItalteB 

COft. 

I 

Citric  fM?id                                                     

Cents. 
.^'L6 
20.2 
44.0 

ILO 

J 

Citrate  of  lime 

Lemon  oil 

^ 

The  combined  growing  and  manufacturine  costs  as  above  and  the  diffovnt^.* 
favor  of  Italy  are  shown  by  the  following  table:  • 

Comparative  costs  of  growing  lenums  and  manufacturing  products  an4  diftrtnt%:^ 

favor  of  Italy. 


For  manufacture  of  l  pound  of— 

American 
cost. 

1 

Italian 

cort. 

1 

Citric  acid 

« 

CeiU9. 
113.6 
66.7 
121.0 

OmU. 
2R.4 

16.6 
SXO 

c«- 

Citrate  of  lime. . 

« 

Lemon  oU 

The  rates  requested  are  much  less  than  these  differentials  in  favor  of  Italr 

IMPORTANCE   OF  LEMON   PRODUCTS  BUSINESS. 

To  lemon  growers  the  lemon  products  plant  is  very  imp|ortant  but  mcxely  an  i'^t 
ment  like  our  packing  house  in  the  mariceting  of  our  fruit  and  it  b  the  returo^  f 
for  the  fruit  processed  through  it  that  counts.    We  probably  have  one  hundml '-"  • 
as  much  invested  in  cooperative  packing  houses  for  packing  our  raw  lemons  fnr  tlmtx 
as  we  have  invested  at  Corona  in  products  plant. 

Our  expectation  is  that  this  proaucts  plant,  with  additions,  will  enbtf^rethe  zzkr'i 
for  our  lemons  so  as  to  take  care  of  and  furnish  a  demand  for  all  the  lenocv  ▼«  ^ 
grow  on  all  the  lemon  trees  now  planted  in  California. 

It  takes  10,000  carloads  of  lemons  a  year  to  make  the  <*itric  arid  consumed  it.  * 
United  States,  while  the  production  and  consumption  of  fresh  lemons  last  rf*r  ^v 
about  13,000  carloads.    The  two  outlets  together  will  take  care  cii  all  the  fruit  f  r  . 
time  from  trees  now  planted  and  will  encourage  further  plantiiuf.    But  it  v-I-  *'■ 
impractical  to  keep  and  care  for  these  trees  unless  the  returns  theremvm  from  yo<. 
plant  as  well  as  packing  house  are  sufficient  to  at  least  pay  the  grower  his  expee* 
growing  the  fruit. 

The  duties  here  requested  are  the  minimum  necessary  to  enable  the  products  ( V 
to  return  the  growers  the  cost  of  growing  the  fruit  processed. 
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We  lemon  growers  can  not  see  how  we  can  go  on  increasing  production  beyond 
esli  friiit  consumption  and  have  the  increase  all  treated  as  culls,  to  be  sent  to  the 
rf.fi nets  plant  on  a  basis  that  will  return  substantially  nothing  for  growing  the  fruit 
lit  will  only  take  care  of  harvesting  and  processing  the  fruit. 

The  growers  have  about  $200,000  invested  in  the  products  plant,  as  compared  with 
» proximately  $125,000,000  in\'ested  in  groves  and  packing  houses.  Some  35  or  40 
}»<^»roi-s  and  their  families  are  dependent  on  the  products  plant.  Some  12,500  owners 
ii<\  laborers  and  their  families  are  dependent  upon  the  growing  of  the  fruit. 
There  is  a  dull  period  of  about  eight  months  during  every  year  when  the  growers 
i\'e  more  fruit  that  should  be  marketed  to  prevent  deejay  thaii  the  fresh- fruit  market 
ill  take.  At  su^-h  times  as  this  if  the  fruit  not  wanted  could  go  to  the  products 
Ian  I  at  a  price  that  would  pay  for  growing  it,  it  would  equalize  and  stabilize  the 
niii^try  greatly  and  help  to  sustain  large  production  and  supply  for  the  times  of  keen 
«>mand-  The  possible  price  for  lemons  converted  into  products  under  the  tariff  we 
<k  would  be  so  low  as  compared  with  the  possible  price  on  the  fresh-fruit  market 
lat  self-interest  would  lead  the  growers  to  take  care  of  the  fresh-fruit  market  first 
nd  always. 

We  have  planted  in  California  fifteen  or  twenty  thousand  acres  of  lemons  worth 
nirty-five  to  fifty  million  dollars,  in  excess  of  the  amount  required  to  supply  the 
'♦-^h -fruit  demand.  As  these  trees  are  rapidly  coming  into  bearing  and  production 
ill  increase  about  five  times  as  fast  as  consumption  of  fresh  fruit,  we  must  find  other 
ntU^t  for  the  surplus  at  prices  that  will  pay  costs  of  growing  or  destroy  our  lemon  trees. 
H)me  2.000  acres  were  budded  over  to  other  fruit  the  past  spring  and  about  1.000  acres 
rere  pulled  out  l)y  discouraged  owners.  The  writer  consulted  budders  and  seriously 
on^idered  doing  aWay  with  40. acres  of  his  lemons  this  last  spring  but  finally  con- 
I'lded  to  tr\'  it  another  year.  Budding  over  sounds  easy,  but  to  men  of  experience 
I  is  a  question  Aether  it  is  not  better  and  just  as  quick  to  pull  out  and  plant  again. 

A  large  part  of  this  land  that  is  planted  to  lemons  is  not  suitable  for  raising  any  of 
he  annual  crops.  On  still  more  of  it  the  scarcity  of  water  and  the  expense  of  water 
'nough  for  annual  crops  would  be  prohi])itive. 

The  dangers  of  this  situation  are  most  serious  to  the  people  wholly  dependent  upon 
he  lemon  industry.  The  hardships  of  a  failure  to  find  a  market  for  this  surplus  fruit 
ind  consequent  destruction  of  a  large  part  of  the  lemon  acreage  will  fall  upon  all 
emon  sTowers  but  most  disastrously  upon  those  who  can  least  afford  it.  The  only 
)ue3  who  can  view  the  situation  with  equanimity  are  those  who  can  get  satisfaction 
)ut  of  the  thought  that  the  worse  the  conditions  are  the  sooner  the  elimination  will 
ake  plare  and  the  more  complete  the  elimination  will  be,  and  that  they,  l)eing  able 
md  willing  to  stand  this  period  of  depression,  will  survive  to  reap  the  benefits  of  the 
tiieher  prices  that  will  follow. 

There  is  another  point  to  be  considered.  The  Government  is  up  against  a  serious 
problem  of  raising  money.  Any  way  it  turns  for  that  purpose  it  treads  on  some  one's 
•orns.  Citric  acid  is  used  largely  in  soda  fountain  drinks,  a  hixury,  and  is  consumed 
in  very  small  quantities  per  drink.  One  pound  of  citric  acid  will  produce  1,000 
pints  of  fountain  drinks.  I  presume  90  per  cent  of  the  people  do  not  know  tliat  citric 
n  id  is  made  from  lemons  and  probably  are  not  aware  that  they  ever  consume  any 
of  it.  In  the  form  citric  acid  reaches  the  ultimate  consumer  it  is  in  such  small  quan- 
ties  that  the  duty  would  be  unappreciable.  The  duty  requested  on  citric  acid  would 
be  only  seven  one-himdredths  of  1  cent  for  each  pint  of  solt  drink. 

George  N.  H.\milton, 

Clareyrvont^  Calif. 

Indorsed  by  the  following:. 

Upland  Lemon  Growers'  Association:  Chas.  E.  Harwood,  Upland,  Calif.,  presi- 
fl»^nt ;  George  G.  Laidlaw,  Upland,  Calif.,  director;  Frank  C.  Buflfiington,  Upland, 
^'alif.,  director;  George  N.  Hamilton,  Claremont,  Calif.,  director;  L.  R.  Bradley, 
ri)land,  Calif.,  manager. 

Mountain  View  Fruit  Association,  orange  and  lemon  house:  John  F.  Hamilton, 


president;  L.  C.  Pitzer,  (Uaremont,  Calif.,  director;  I.  W.  Baughman,  Claremont, 
<'alif.,  director;  P.  J.  Neilly,  Claremont,  Calif.,  director;  E.  (■.  Martin,  Claremont, 
^'alif.,  director;  F.  W.  Ford,  Pomona,  Calif.,  director;  Herschel  B.  Jones,  Claremont, 
*^lif.,  manager. 
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EXHIBIT. 

Mat  ^  1  . 

Chemical  Subcommittee,  Ways  and  Means  Committee, 

House  of  Representative*,  WoMhingUm,  £»  ' 

Gentlemen  :  Realizing  that  you  are  now  in  the  proc.e86  of  writing  the  tariff  srh- 
on  chemicals  for  incorporation  into  the  permanent  tariff  bill,  which  will  stber- 
introduced  in  Congress,  we,  the  undersigned,  composing  the  entire  Califoixu 
gation  in  the  House  of  Representatives,  desire  to  bring  to  your  attention  the  d**  — 
of  fixing  the  following  schedule  on  the  chemical  products  of  the  lemoo  ic'l  .•- 
Seventy  cents  per  pound  on  citric  acid;  40  cents  per  pound  on  citrate  of  limp  *■ 
cent  ad  valorem  on  lemon  oil. 

These  rates  are  necessary  in  order  to  build  up  and  protect  the  lemoD-pp- 
industry. 

With  the  entire  lemon  industry  in  California  in  a  demoralized  oooditicc  . 
17,000  acres,  which  will  produce  about  7,000  carloads  annually,  coming  into  h»»'  • 
all  of  which  production  will  be  a  surplus  over  the  present  annual  consumption ' '  " 
fruit,  it  is  aosolutely  necessary  that  this  surplus  production  be  diverted  ic* 
products  industry. 

At  the  present  time  we  are  producing  only  about  1,200.000  pounds  of  citri'*  * 
and  our  annual  consumption  is  about  6,000,000  pounds,  4,S0O,00O  pounds  of  t 
is  supplied  from  abroad,  almost  entirely  from  Italy. 

The  protection  asked  for  would  serve  the  double  purpose  of  enabling  us  to  f  : 
our  own  annual  consumption  of  products  and  at  the  same  time  give  an  outlet  \ ' ' 
increased  production  to  which  we  have  referred,  which  otherwise  would  heoc 
waste  and  ultimately  result  in  the  destruction  of  approximately  $5O,O0O,O0i)  *•»•: 
lemon  groves. 

The  rates  recommended  represent  the  sentiment  of  the  growers,  have  bera  »  • . 
tifically  arrived  at  with  due  knowledge  of  practical  agricultural  conditionfl  a»  ^ 
actually  exist  in  California,  and  take  into  consideration  the  freight  differential  hr^  - 
California  and  eastern  markets. 
Respectfully ,  yours , 

Clarence  F.  Lea,  first  district;  John  E.  Raker,  second  district;  ilisrW 
Curry,  third  district;  Julius  Kahn,  fourth  district;  John  I.  X  «*: 
fifth  district;  John  A.  Elston,  sixth  district;  HotfT  £.  Ban* 
seventh  district;  Arthur  M.  Free,  eighth  district;  Walter  Fir 
bei]g:er,  ninth  district;  Henry  Z.  Osborne,  tenth  district;  Fhilir 
Swing,  eleventh  district. 

The  Chairman.  I  want  to  state  to  all  the  gentlemen  who  a: 
testifjdng  before  this  committee  that  it  is  the  earnest  desire  of  :■ 
committee  that  they  should  carefully  edit  their  statemenU  i* 
remarks  and  anything  they  file.  It  is  the  earnest  desire  to  hire  r!  .• 
record  accurate,  and  every  gentleman  wiU  be  given  full  opportuLi* 
to  correct,  at  his  convenience,  his  statements  for  the  final  pnnl  of  •:. 
hearings. 

Mr.  Hamiltox.  Just  one  other  point,  Mr.  Chairman,  and  thit  • 
on  the  question  of  the  necessities  of  the  Government  and  the  reveri:- 
The  mam  use  of  citric  acid  is  in  soda  fountain  drinks.     It  is  oonsur' 
in  very  small  quantities  per  drink.     One  pound  of  citric  acid  «• 
produce   1,000  pints  of  fountain  drinks,     rfinety  per  cent  of  '" 
people,  I  presume,  do  not  know  that  they  ever  use  any  of  it.    Sev-r. 
cen^  duty  on  a  pound  would  amount  to  seven  one^hun<lre«lth5  ■ 
cent  for  each  pint  of  soft  drink. 

The  Chairman.  The  connnittee  will  stand  adjourned  until  "  ■ 
past  2  o'clock,  when  the  hearings  will  be  continued. 

(Thereupon,  at  12  o'clock  noon,  the  committee  took  a  rece»  u* 
2  o'clock  p.  m.) 
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Brief  of  Facts  Relating  to  the  BY-PR0Duc?r8  of  the  Citrus  Industry. 

[Presented  by  tha  California  Citrus  League,  August,  1921.] 

SUMMARY. 

Tlie  manufacture  of  by-products  from  orange  and  lemon  culls  is  a  new  industry  in 

*-  United  States.    (P.  1.) 

Protective  duties  are  needed  and  requested  by  this  new  industry  for  the  first  time 

tariff  history.     (P.  1.) 

The  effective  salvage  of  unsalable  fruit  through  the  manufacture  of  by-products  is 
H*es8ary  to  the  stabiuty  of  the  citrus  industry.     (Pp.  2  and  4.) 
The  lemon  by-products  industry  in  Italy,  America's  principal  competitor,  is  con-: 
Dlied  by  a  Government  monopoly  of  long  standing,  which  provides  ror  the  disposal 

30  per  cent  to  50  per  cent  of  the  Italian  crop.     CP.  2.) 

Factories  now  operating  in  California  can  supply  one-third  of  the  citric  acid  con- 
inied  in  the  United  States;  their  output  will  be  greatly  increased  if  adequate  pro- 
ction  is  afforded.    (P.  3.) 

The  rapid  expanison  of  the  fresh  lemon  production,  which  already  exceeds  the 
urinal  domestic  consumption,  will  provide  an  increasing  volume  of  culls  which  must 
e  salvaged  in  these  by-products  factories.     (P.  4.) 

The  prevailing  American  wage  scale  is  four  times  that  of  Italy.     (P.  5.) 

Excess  of  American  labor  cost  over  Italian  labor  cost  is  known  to  be  26.7  cents  per 
ound  of  citric  acid  produced,  16.1  cents  per  pound  of  citrate  of  lime  produced,  33 
pnts  per  j)ound  of  oil  of  lemonproduced.     (P.  6.) 

The  duties  adopted  by  the  House — 12  cents  per  pound  on  citric  acid;  7  cents  per 
ound  on  citrate  of  lime;  20  per  cent  ad  valorem  on  lemon  and  orange  oil;  free,  lemon, 
me,  and  sour  orange  juices — do  not  afford  adequate  protection.     (Pp.  1  and  7.) 

The  Tninimum  duties  which  will  reasonably  protect  the  American  producer  are  20 
ents  per  pound  on  citric  acid,  12  cents  per  pound  on  citrate  of  lime,  40  per  cent  ad 
alorem  on  lemon  and  orange  oil,  removal  of  citrus  juices  from  free  list.    (P.  7.) 

Vo  the  honorable  members  of  the  Committee  on  Finance  of  the  United  States  Senate: 

The  California  Citrus  League  is  the  authorized  representative  of  more  than  90  per 
ent  of  the  producers  and  shippers  of  Califomia  citrus  fruits  in  handling  of  industry 
natters  except  those  relating  to  marketing. 

MANUFACTURE   OF  CITRUS  BY-PRODUCTS  A  NEW  INDUSTRY. 

As  a  part  of  the  citrus-fruit  industry  of  Califomia  there  has  been  developed  in 
ecent  years  the  manufacture  of  so-called  by-products,  notably,  citrate  of  lime,  citric 
icid,  and  lemon  and  orange  oils.  The  manuracture  of  these  products  direct  from  the 
reeh  fruit  is  a  new  indust^  in  this  country;  it  is  in  fact  what  is  often  termed  an  infant 
industry . 

At  the  time  the  Payne-Aldrich  Act  was  passed  in  1909  there  was  no  such  industry. 
In  1913,  when  the  Underwood  tariff  bill  was  being  considered,  development  of  ^e 
industry  had  scarcely  passed  the  experimental  stage.  Not  until  1915  did  the  industry 
become  of  commercial  importance. 

The  prejsent  tariff  bill,  therefore,  offers  the  first  opportunity  for  the  establishment 
ot  duties  on  these  articles  which  will  afford  protection  to  this  new  branch  of  the  citrus 
industry.  In  comparing  the  rates  of  duties  now  requested  with  those  in  effect  in 
previous  tariff  acts  it  must,  then,  be  kept  in  mind  that  the  rates  now  to  be  established 
will  be  for  the  purpose  of  the  protection  of  a  new  industry  that  was  not  in  existence 
when  previous  tariff  laws  were  enacted. 

The  House  of  Representatives  adopted  a  schedule  of  rates  covering  the  chemical 
by-products  of  the  citrus  industry  as  follows:  Citric  acid,  schedule  1,  paragraph  1, 
12  cents  per  pound;  citrate  of  lime,  schedule  1,  paragraph  46,  7  cents  per  pound; 
oils  of  lemon  and  orange,  schedule  1,  paragraph  54,  20  per  cent  ad  valorem;  lemon 
Wice,  lime  juice,  and  soar  orange  juice,  schedule  15,  paragraph  1604,  free  list. 

The  California  Citrus  League  requested  the  committee  to  approve  the  following 
schedule  of  rates:  Citric  acid,  20  cents  per  pound;  citrate  of  lime,  12  cents  per  pound; 
oila  of  lemon  and  orange,  40  per  cent  ad  valorem. 

The  league  now  urges  the  Committee  on  Finance  to  change  the  rates  adopted  by 
the  House  of  Representatives  to  those  requested  by  the  league  in  order  that  the 
domeatic  product  may  be  placed  on  a  more  even  competitive  basis  with  the  imported 
products  and  that  the  expense  of  handling  the  waste  fruit  which  is  convert ea  into 
these  products  may  be  saved  to  the  industry. 
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BASIC   FACTS    RELATING   TO   THE   BY-PRODUCTS   INDrSTR^". 

In  normal  years  10  per  cent  of  the  lemon  crop  and  3  per  cent  of  the  <iraT-i:» 
classed  as  ''culla  "  and  is  not  fit  for  shipment  because  of  its  physical  i-ontli'iKifi 
unfavorable  conditions  as  much  as  40  per  cent  of  the  fniif  may  be  <  la— #•»!  x* 
because  it  can  not  be  sold  for  enough  to  pay  the  cost  of  liarvesiinjr.  ^hi|>|>iI;c.  -.* 
ing.    It  must,  however,  be  harvested  and  sorted  out  in  the  par  kiiu;  hoi--   .. 
expense  involved  in  thi^  handliner  is  a  loss  to  the  grower  unU>siJ  fh«'  fruit  .-a- 
verted  into  by-products  which  will  roH  at  a  price  that  wil  1  at  lea^t  c-^.n  <  r  :?.- 

The  conversion  of  this  waste  fruit  in  the  United  States  into  a  u*<ful  yr 
necessary  to  the  stability  of  the  fresh-fra*t  industry. 

THE   LEMO>f    BY-PRODUCTS   INDUSTRY   IN    ITALY. 

In  Italy,  the  principal  country  producing  lemons  outride  th**  Unite**!  Si.:t.  • 
the  cultural  conditions  result  in  a  higher  propcrtion  of  unsaiabli-  fniit.  fn-n*    ■ 

f)er  rent  of  the  totiil  cn>p  of  lemons  i?  converted  into  citrate  of  limo,  riul*  .v 
emon  oil.    In  order  to  insure  the  prosperity  of  the  lemon  indu-'try  abn-ad.  tl-»-  ! 
Government  has  created  a  by-products  mcnv-poly  through  which  a  tiir  pri- 
anteed  to  the  grower  and  the  market  for  these  products  is  contnilletl  au<l  t*^^\j' 

The  Tariff  Commis'^ion  has  made  an  inve-^tigation  of  the  bv-pr*>«hn*i«  I-l-.    ♦ 
Italy.     It  has  the  following  to  say  (Tariff  Information  Series,  1920,  No    I  * 
about  its  control  bv  the  Italian  (lovernment: 

"An  imj)ortant  feature  of  the  industry'  is  the  Sirilian  mptho^l  of  s^^llin;:  t*. 
products.     The  Italian  (iovernment  created  a  citrus  chaml  cr  or  i  aniera  A.- . 
to  control  and  regulate  the  market  for  citrus  prodiicts.     Thi.-  chani*  •r  i*  u<# 
of  a  certain  number  of  producers  and  exporter*^  from  each  of  the  Pro^Ml't-  *  . 
with  representatives  from  the  mini:«l.ries  of  commerce  and  agiiculture  and  a  ;  •■ 
nominated  by  tlie  council  of  ministers. 

''Citrate  ot  lime  and  citric  arid  are  handled  almost  excUi'^ivelx    l»*   th»    •  . 
which  fixes  the  prifos  periodically  ami  through  its  agents  all(»ts  ni<  nthlv     • 
to  buyers  all  over  the  world.     It  guarantees  the  proviucer  a  ci-naiu  laii  •ii.ir 
for  his  provluct  and  the  Italian  (Government  levies  an  exjxirt  du»»   aii.«  :L?i'  '. 
lire  per  fjuintal  ('0.087  cent  per  pound)  on  all  sales  not  made  lhr<  uirh  *b» 
Agruniaria.     The  producers  de])osit   their  output  with   the  <  amera  anil   *^ 
advanced  80  per  cent  of  the  value  of  the  citrate  of  lime,  and  the  1  afaixe  i*  a 
when  the  sale  is  made." 

( itric  a'id,  citrate  of  lime  and  lemon  and  orange  oils  are  arti<!p>»  of  wrr! 
The  United  States  offers  the  largest  available  market  for  lh«'m.     t  iirie  a< ' 
ported  into  the  United  States  chieflv  in  the  form  of  fitrnte  of  lime  anil  i*  K-r* 
verted  into  citric  acid,  though  in  the  last  few  years  large  quant iti<*<  of  » i:ri. 
have  been  imported  direct.    A  large  amount  of  citric  acid  is  al5<>  ini^mr'  <    • 
form  of  concentrated  lemon  or  lime  juice,  which,  under  the  present  laritt   i*  «  '.r 
duty-free. 

FUTURE   OK  THE    DOMESTIC   BY-PRODUCTS   INDUSTRT. 

The  American  lemon  industry  is  growing  rapidly.     California  will  produ'>»  *   ••    • 
boxes  of  lemons  in  1921,  which  is  three-fourths  of  a  million  boxes  in  ix*v- 
total  normal  consumption  of  lemons  in  the  I'nite<l  States.    There  ar»»  I7i«*». 
of  noiibearing  lemon  trees  in  California,  which,  if  the  indii^trv  is  maintai.V' 
iiicrea'^e  this  surplus  in  the  next  few  years  to  at  least  3,000.000  box*»s      Thi-  s 
in  production  will  increase  the  supply  of  cull  lemons  which  should  Jk»  o  i. 
into  by-products. 

California  is  now  producing  one-third  of  the  citric  acid  usetl  in  the  Unit»n:  *  . 
and  will  largely  increase  its  production  in  the  next  few  years. 

i'ive  factories,  two  of  which  are  operated  by  cooperative  grower?*  on:ani  y 
have  alreadv  been  established  in  California  to  handle  orange  and  lemon  h\  -|  •  • 
These  five  factories  are  ))repared  to  utilize  the  entire  cull  supply  if  a  tmnff  ••  tj 
that  v^ill  make  their  continued  operation  and  the  exjwinsion  of  the  indu^tri  :   ■- 

The  Unit'd  States  Tariff  Commission,  which  has  recently  investigate* I  th»»  o« :    • 
bv-products  industry,  has  the  following  to  sav  about  its  future  iTariff  Infc-rr- 
Smes,  1920,  No.  13,  p.  2(5 ): 

"Thero  is  an  opportunitv  for  the  growth  of  the  by-product  imlustr\*  in  *  al    ■' 
through  the  more  complete  utilization  of. the  culls  and  through  thegmwih  ■ 
lemon-po\nng  industry.    The  acreage  of  young,  nonbearing  lemon  crtrt*^  i%  ' » 
fornia  is  about  7.'>  ]>er  cent  of  the  acreage  of  bearing  trees,  and  much  of  the  U'*  * 
in  young  orchards  which  have  not  reached  the  full-bearing  stage.    It  roa>,  ::  " 
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ho  predict 6(^1  that  within  five  or  six  years  the  total  crop  of  lemons  will  be  nearly 
mWle  tnat  produced  during  1918.  If  tHe  same  proportion  of  the  crop  were  treated 
cull**,  and  if  all  the  culls  were  converted  into  by-products,  the  production  of  by- 
oJuct?  would  be  about  four  times  as  great  as  at  present  (1918).  Jt^'hould  it  pro\e 
ttif'iilt  to  sell  the  double  crop  of  lemons  at  profitable  figures,  the  tendency  will 
•  to  i2n:'ade  more  strictly,  and  thereby  to  increase  the  proportion  of  culls.  It  is 
mllv  to  be  expected,  however,  that  the  output  of  by-products  will  increaf^e  Kufli- 
f^ntly  to  supply  the  entire  American  demand." 


RATES   OP  DUTY  REQUESTED   BY  THE   LEAGUE. 

The  rates  of  duty  requested  by  the  league  are  the  minimum  required  to  jjlace  the 
>me-«tic  industry  on  a  more  nearly  even  competitive  basis  with  the  foreign  induttry 
ho:«e  products  are  manufactured  by  cheap  labor  and  handled  and  controlled  by 
>vemment  monopoly.  A  permanent  by-products  business  can  only  be  developed 
J  frui  t  that  is  rmssed  as  culls.  The  league  is,  therefore,  asking  for  rates  that  will 
ily  e^ dualize  the  difference  in  the  labor  cost  of  harvesting  and  converting  into  by- 
r?Klii<»t«  the  fruit  that  is  not  marketable  in  its  fresh  state.  The  suggested  rates  of 
II ty  do  not  take  into  consideration  the  cost  of  producing  the  fruit  and  therefore 
ouM  not  encourage  the  conversion  into  by-products  of  any  fruit  that  would  ether- 
ise he  shipped  in  its  fresh  condition. 

The  rates  of  duty  requested  are  based  on  a  comparison  of  the  wages  paid  for  harvest- 
1^  the  fruit  and  manufacturing  citric  acid  and  lemon  oil  in  Italy  and  in  California, 
'he  Italian  wages  are  taken  from  tables  compiled  by  the  clerk  of  the  Ways  and  Means 
ommittee  (Tariff  Information,  1921,  Wa^s  in  the  United  States  and  Foreign 
ountries,  pp.  9  and  36).  The  wages  in  California  are  taken  from  the  records  of 
ho3e  handling  cull  lemons  and  manufacturing  these  products. 

The  comparison  of  wages,  including  the  ratio  between  the  Italian  and  American 
ates,  is  set  forth  in  the  table  following: 

Comjmrative  wages  in  Italy  arid  America. 


Class  of  labor. 


Fruit  gathering 

Rough  I  abor 

Process  men 

"hemists  and  mechanics. 


General  average  ratio,  taken  as. 


Italian  wage. 


$0.52-40.62 
.60-  .78 
.87-  .90 
.9^-    .95 


American 
wage. 


$2.50-13.00 
2.75-  3.25 
3.20-  3.60 
3.60-  4.80 


Ratio. 


1:4.8 
1:4 
1:3.8 
1:4.4 


1:4 


THE  COST  PER  TON   OF  HAN  BUNG  CULL  LEMONS  IN   THE   UNFFED   STATES. 


The  cost  of  converting  cull  lemons  into  citric  acid  and  lemon  oil  in  California  is 
known  from  the  records  of  the  Exchange  Lemon  Products  Co.  and  the  United  Chemical 
Works,  which  have  converted  70,000  tons  of  lemons  into  these  products  since  1916. 
The  present  cost  of  harvesting  the  fruit,  handling  it  to  the  central  factory  and  of 
nianufacturing,  including  the  proportion  of  the  cost  represented  by  labor,  is  set  forth 
in  the  table  following: 

Cost  of  handling  and  processing  loir-grade  lemons. 


Cost  per 
ton. 


Per  cent 
labor. 


Labor 

cost  per 

ton. 


<iathering  fruit '  19. 00 

Trans]X)rtation  to  central  factory '  5. 79 

tattory  operation  and  maintenance 14.73 

Total 29.52 


1 

95 
60 
30 

S8.55 
3.47 
4.42 

1 

16.44 

1 
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Since  both  citric  acid  and  oil  of  lemon  are  manufactured  from  the  lemooi,  a  f  r*  .»- 
divifijjion  of  the  labor  costs  per  ton  as  outlined  in  the  preceding  table  is  eitiBia'«-: 
be  $14.24  for  40  pounds  of  acid  and  $2.20  for  five  pounds  of  lemon  oil  prodv^fi  ^  • 
one  .ton  of  cull  fniit.    This  represents  35.6  cents  per  pound  of  citric  aad  and  44  '  v 
per  pound  of  lemon  oil. 

All  citric  acid  in  the  Course  of  its  manufocture  passes  through  the  cititte  «4  _ 
stage.    The  labor  required  in  the  further  processmg,  costs  approximately  •*  "--  - 
per  pound  of  acid  crystalized.    The  labor  cost  of  acid  in  the  citrate  stige  »th«?«-.  - 
31.6  cents  per  pound.    A  pound  of  citrate  contains  sixty-fourth  one  buylr-  ' 
pound  of  pure  acid,  the  labor  represented  in  this  citrate  of  lime  costiof  tb«««     - 
20.2  cents  per  pound  of  American  citrate. 

COMPARATIVE    LABOR    COSTS    OF    HANDLING    CULL    LEMONS    AND    OF    MAXCT ACT.  1. 

BY-PRODUCTS  IN  THE   UNFFED   STATES  AND  FTALT. 

Using  the  cost  of  labor  on  citric  acid  made  in  California  as  outlined  above*  a:   ■ 
cents  per  pound,  the  comparative  labor  cost  of  Italian  citric  acid  is  S.9  mt^  :*- 
pound,  the  labor  ratio  between  the  United  States  and  Italy  being  4  to  1.    The  "  s. 
parative  domestic  and  foreign  labor  costs  applied  to  citrate  of  lime  are,  reiperu  •  - 
20.2  cents  and  5.1  cents  per  pound.    The  comparative  labor  coeta  ol  Aaatgtr  4. 
Italian  oils  are  44  cents  and  11  cents  per  pound.    The  difference  in  labor  <^i^« 
favor  of  Italy  is  26.7  cents  on  citric  acid,  15.1  cents  per  pound  on  citrate  ol  lioi»  «.- 
33  cents  per  pound  on  oil.    The  value  of  imported  oil  is  approximately  SO  c«^>  '-  * 
pound  or  72  cents  before  payment  of  duty.    An  ad  valorem  rate  of  40  per  cent  «■:  .^• 
28.8  cents  per  pound,  or  4.2  cents  per  pound  less  than  the  difference  m  labor  '-'»< 
favor  of  Italy. 

The  table  following  shows  a  comparison  of  the  cost  of  labor  per  pound  off  citrv  k 
citrate  of  lime  and  lemon  oil  in  tne  United  States  and  Italy  and  the  difiervt*  • 
favor  of  Italy: 

Comparative  cost  of  labor  per  pound  of  citric  add,  citrate  of  lime  and  lerAtm  <^.' 

Unitea  States  and  Italy. 


Cost  ^  labor  pvrp 

ifk. 

k 

w^ 

United 

SUtcs. 

It«lT 

Ct^U. 

cm*. 

*.- 

35.6  :            K.9 

aaa          ^\ 

44.0 

11.0 

Citric  acid 

Citrate  of  lime. 
Lemon  oil 


RELATION  OP  LABOR  COSTS  TO   RATES   OF  DUTY  REQUESTED. 

The  rates  of  duty  requested  by  the  league  are  conservative  from  every  «tAz.  t'- 
of  tariff  making.    The  rates  adopted  by  the  House  of  Representativee  do  r.  •  - 
the  theory  of  protection  to  an  American  industry.    The  former  rate*  ertahlt**-. 
Congress  were  not  protective  rates,  but  were  enacted  from  a  revenue  point  n* 
before  these  industries  began  to  be  established  in  California. 

The  rate  of  12  cents  per  pound  on  citric  acid  in  the  House  bill  i^  nnly  '* 
twenty -sixths  of  the  difference  in  cost  of  labor  between  l'nii«*d  Siaio*  ao.*      J 
the  rate  of  7  cents  per  pound  on  citrate  of  lime  is  only  seven-fifteenth*  of  ih-  dif  - 
in  the  cost  of  labor;  while  the  rate  of  20  per  cent  ad  valorem  representii  only    •• 
the  difference  in  the  cost  of  labor  in  the  manufacture  of  oil.    Thei^*  ratr*  a*- 
sufficient  to  give  reasonable  protection  to  the  domestic  industry. 

LEMON  JUICE,   LIME  JUICE,    AND  SOURoORANGB  JUICE. 

The  removal  of  lemon  juice,  lime  juice,  and  aour-orange  juice  from  Ibp  >- 
is  also  necessarjr  in  order  to  insure  protection  to  the  American  indof^ry  Ibi-- 
concentrated  juices  are  becoming  increasingly  import&nt  sources  uf  nmc  ^l 
duties  were  imposed  upon  citrate  lime  and  citric  acid  and  none  of  these  frw 
the  n^sult  would  be  heavy  importation  of  concentrated  juices  in  which 
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•id  would  enter  duty  free.  Thereby  the  American  citrus  industry  would  be  deprived 
:  the  protection  needed  and  the  Government  would  lose  the  revenue  which  duties 
a  <*itrate  of  lime  and  citric  acid  are  expected  to  yield. 

The  league,  therefore,  can  not  urge  too  strongly  the  adoption  of  the  rates  recom- 
lended  as  the  minimum  rates  required  to  place  the  American  industry  on  a  more 
early  equal  competitive  basis  with  the  foreign  producers.  It  urges  that  the  Senate 
i nance  Committee  recommend  to  the  Senate  a  change  in  the  rates  in  the  bill  now 
efore  it,  increasing  citric  acid  from  12  to  20  cents  per  pound,  citrate  of  lime  from  7 
>  12  cents  per  pound,  and  oil  of  lemon  and  orange  from  20  to  40  per  cent  ad  valorem. 

It  is  further  recommended  that  lemon  juice,  lime  juice,  and  sour  orange  juice 
;>ar.  1604)  be  eliminated  from  the  free  list.  Upon  such  elimination,  paragraph  806 
ill  impose  a  duty  on  those  juices  that  will  afford  .some  measure  of  protection  and 
r*^vent  the  loss  of  revenue  that  the  duties  on  citric  acid  and  citrate  of  lime  should 
ield . 

CONSIDERATION   OF   AMERICAN  CONVERTER. 

In  this  brief  are  presented  the  facts  which  measure  the  minimum  tariff  needs  of 
he  primary  industry,  namely,  the  manufacture  of  citrus  by-products  direct  from  the 
resh  fruit.  There  are  also  in  the^United  States  two  or  three  large  chemical  factories 
rhich  number  among  their  many  chemical  products  citric  acid  extracted  from  im- 
)orted  citrate  of  lime.  If  special  protection  is  to  be  accorded  the  American  converter 
rho  uses  imported  citrate,  the  league  suggests  that  such  added  protection  should  be 
>a3ed  upon  the  difference  between  the  American  and  Italian  labor  cost  of  this  refining 
>roce8s.  This  labor  cost  is  shown  by  the  records  of  the  Exchange  Ry-Products  Co. 
o  be  4  cents  per  pound  of  citric  acid.  This  is  3  cents  higher  than  the  corresponding 
al>or  cost  in  Italy.  The  addition  of  3  cents  to  the  citric  acid  duty  would  afford 
)rotection  equivalent  to  100  per  cent  of  the  labor  differential  against  the  American 
converter  and  give  him  the  same  character  and  an  even  greater  degree  of  protection 
han  the  primary  indu<«try  asks  for  itself. 

The  duties  requested  by  the  league  are  the  minimum  necessaiy  to  afford  reason- 
able protection  to  this  primary  industry,  and  if  added  protection  is  to  be  given  to  the 
\merican  converter,  that  must  be  done  by  increasing  the  citric  acid  duty  and  not 
>y  decreasing  the  citrate  of  lime  duty. 

G.  Harold  Powell,  Los  Angeles ^ 

E.  M.  Lyon,  Redlands, 
CO.  Tbague,  Santa  Paula, 

F.  0.  Wallschlaeger,  Los  Angeles ^ 
Representing  the  California  Citrus  League. 

AFTER  RECESS. 

Senator  MgCumber  (presiding) .  The  first  witness  on  oiu*  schedule 
this  afternoon  is  Mr.  Jonn  A.  Topping,  whom  the  committee  will  be 
glad  to  hear. 

STATEMENT  OF  MB.  JOHN  A.  TOPPING,  CHAIRMAN  REPUBLIC 
IRON  &  STEEL  CO.,  NEW  YORK  CITY. 

Senator  MoCumber.  Please  give  your  full  name,  address,  and 
whom  you  represent. 

Mr.  Topping.  My  full  name  is  John  A.  Topping;  address,  17  Bat- 
tery Place,  New  York  City;  I  am  chairman  of  the  Republic  Iron  & 
Steel  Co.,  and  I  am  also  specially  designated  to  represent  the  Bethle- 
hem Steel  Co.,  Midvale  Steel  &  Ordnance  Co.,  Yoimgstown  Sheet  & 
Tube  Co.,  Jones  &  Laughhn  Steel  Co.,  Brier  Hill  Steel  Co.,  Pitts- 
biuvh  Steel  Co.,  Sharon  Steel  Hoop  Co.,  Interstate  Iron  &  Steel  Co., 
Lackawanna  Steel  Co.,  Gulf  States  Steel  Co.,  Inland  Steel  Co.,  Lukens 
Steel  Co.,  Wheeling  Steel  Corporation,  and  the  Steel  &  Tube  Co.  of 
America. 

Senator  Dillingham.  What  section  of  the  bill  will  you  address 
yourself  to  ? 
iMr.  Topping.  Schedule  1,  paragraph  47. 
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I  wanted  to  say  that  this  product  is  listed  under  schedule  1.  r -•- 
graph  47,  as  a  drug  and  chemical.     But  I  am  going  to  disease,  i/    - 
your  pleasure  that  I  should  do  so,  that  it  is  not  a  chemical  al»1  r 
not  a  drug;  it  is  refractory  material,  almost  exclusively  u>f-^3 
largely  used,  by  steel  makers  for  bottom  making  and  other  purt"  •^  ■ 
in  connection  with  steel  operations. 

Senator  McCumber.  Wnat  is  the  article  I 

Mr.  Topping.  Magnesite;  I  suggested  to  3'our  chairman  ihi*  tr-  - 
ing,  and  he  thought  the  suggestion  might  be  in  order,  that  I  woaI«: 
a  brief  expressing  generally  our  views  on  this  product  and  this  *«-'  - 
ule,  and  also  in  relation  to  another  paragraph  under  schedule  2. » 
comes  under  the  same  heading — exclusively  a  steel  product  -an*:    ' 
might  do  that  we  would  prefer  it,  and  it  is  the  earnest  recjuest  "f  * 
independent  steel  interests  of  the  United  States  that  the  <!uicussi«»*" 
these  paragraphs  be  left  until  schedule  3  is  reached.     It  will  j^avi*  \  • 
committee  a  great  deal  of  time,  and  save  our  time,  and  we  think  » 
can  summarize  these  things  and  present  more  clearly  to  you  it*S«-»-- 
ing  on  the  steel  industry  in  that  manner  than  by  (iiscussiDg  it  :.-- 
piecemeal. 

Senator  McCumber.  You*  desire,  then,  to  postpone  the  consid*  ra- 
tion of  that  item  at  this  time  ? 

Mr.  Topping.  We  want  to  file  our  statement  in  connection  v-  • 
these  two  products,  and  discuss  the  whole  subject  imder  schetlul*- 
as  it  relates  to  steel  manufacture. 

Senator  McCumber.  I  see  no  objection  to  that. 

Mr.  Topping.  Thank  you,  gentlemen,  for  your  consideration:  »*  ■ 
with  that  I  will  not  take  up  any  more  time,  but  I  will  leave  this  >u"'- 
ment  with  the  stenographer  and  give  you  our  views  on  steeL 

Senator  McCumber.  The  committee  will  be  glad  to  receive  it  %i 
have  it  printed  as  a  part  of  your  statement. 

(The  statement  reierred  to  and  submitted  by  Mr.  Topping  is  b"- 
printed  in  full,  as  follows :) 

Statement  by  John  A.  Topping,  Chairman  Repubuc  Iron  A  Steel  Vo.,  Bir  ir 
THE  United  States  Senate  Committee  on  Finance  in  Relation  to  pAftA''i.»r-' 
47,  Schedule  1,  H.  R.  7456. 

Gentlemen,  I  appear  before  yoti  as  the  repreeentative  of  not  only  the  R^q* 
Iron  &  Steel  Co.  but  also  as  the  delegated  representative  of  a  large  group  oi  uid»-> 
ent  steel  manufacturers,  in  protest  against  any  duty  being  placed  on  imgiMKtp  -^>* 
schedule  1,  paragraph  47,  of  H.  R.  7456. 

The  steel  manufacturers  of  the  United  States,  I  might  state,  are  the  prir 
consumers  of  this  product  magnesite,  listed  under  schedule  1,  paragraph  47 
total  consumption  of  this  material  we  estimate,  based  on  the  conmimption  p«r  t^^ 
ingots,  to  be  about  150,000  tons  per  annum;  therefore  a  tax  of  $10  per  ion.  wm  ij^  prro  - 
under  H.  R.  7456,  will  add  approximately  $1,500,000  to  the  annual  cost  of  *ir*' 
duction,  which  under  present  competitive  conditions  now  maintaining  thr'r::«r 
the  world  will  tend  to  break  down  the  position  which  this  country  has  acquI^-•  -p 
a  steel  producer. 

Magnesite  is  one  of  our  important  raw  materials  and  has  heretofore  been  »*h<«: 
under  various  tariff  acts  free  of  duty. 

Magnesite,  I  may  add,  is  a  mine  product,  or  a  carbonate  of  magnena  rock,  p»vr..- 
for  use  by  calcining  or  burning  in  a  manner  similar  to  the  preparation  of  cf*iiM<L*  *   * 
It  is  therefore  a  prodiict  which  reqtiires  but  comparatively  a  small  oat  lay  f^c  "^ 
in  its  preparation  for  use.    The  steel  manufacturers  use  magnesite  lioth  in  ihr  t- 
and  brick  form,  and  we  sec  no  justification  for  a  duty  on  the  crude  pru«iti«-t  majr  - 
particularly  when  it  is  proposed  to  place  a  compen8ator\'  duty  on  the  tin  k 
per  ton  plus  10  per  cent  ad  valorem.     We  admit,  however,  that  the  Vrvk  cj* 
turer  should  have  fair  protection  on  his  magnesite  brick,  and  is  therefafr  r-;*.:  * 
no  less  a  duty  than  ia»  given  other  grades  of  tire  brick,  but  the  raw 
production  of  brirk  should  unquestionably  be  free. 
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The  magnesite  industry  is  a  new  one,  built  up  under  free-trade  conditions,  largely 
ieveloped  during  the  war.  The  principal  quarries  for  the  production  of  this  rock  for 
n-atment  are  found  in  the  States  of  Washington  and  California.  There  should  be  no 
[iit'stion  of  ability  respecting  these  quarries  meeting  foreign  competition,  particularly 
n  their  natural  markets,  which  are  St.  Louis,  Chicago,  Pueblo,  and  other  Western 
»rate  renters.  In  our  opinion  it  would  be  practically  impossible  for  imported  mag- 
losite  to  successfully  compete  with  thepe  western  producers,  on  account  of  the  freight 
c)i?t  from  Atlantic  seaboard  inland.  This  freight  rate  at  present  averages  from  sea- 
ward to  Chicago  and  St.  Louis  approximately  $10  per  ton,  and  to  that  extent  gives 
he  western  producer  substantial  protection  by  virtue  of  his  geographical  position. 

It  is  difficult  for  us  to  see,  however,  why  quarried  burnt  rock,  which  carries  a  mini- 
uum  of  labor  cost,  should  require  any  more  protection  than  is  ^iven  mined  coal  when 
roked,  which  carries  a  much  higher  labor  cost  in  its  treatment;  or  why  the  output  of 
I  magnesite  mine  should  be  accorded  protection,  with  the  output  of  iron  ore  and  coal 
nines  on  the  free  list.  In  fact,  with  the  general  products  of  all  our  mines  and  quarries 
m  the  free  list,  and  consistently  rated  free  of  duty  heretofore,  under  a  time-honored 
•ule  of  Republican  policy,  we  fail  to  see  any  reason  why  any  of  these  products  should 
low  be  made  dutiable. 

We  furthermore  claim  that  a  duty  on  magnesite  would  not  only  be  unfair  in  prin- 
4ple,  but  in  effect  would  result  in  discrimination  j^ainst  the  large  ^roup  of  mde- 
^jendent  steel  producers  in  favor  of  the  United  States  Steel  Corporation  and  a  few 
jiher  manufacturers  in  the  Chicago  and  western  districts,  who  obtain  their  supplies 
from  western  domestic  mines,  whereas  the  Pittsburgh  and  eastern  makers  of  steel 
would  be  compelled  to  either  import  foreign  magnesite  or  pay  a  heavy  penalty  in  the 
way  of  freight  charges  in  the  long  haul  from  the  Pacific  coast  to  the  Pittsburgh  and 
eastern  districts, 

Magnesite,  gentlemen,  is  one  of  a  number  of  raw  materials  which  if  taxed  will 
adversely  affect  the  cost  of  steel  production,  and  under  existing  competitive  condi- 
tions we  can  not  approve  of  any  change  which  means  increased  cost  of  production;  in 
fact,  costs  must  be  reduced  if  we  are  to  cheapen  our  products  and  thereby  broaden 
our  markets.  In  other  words,  unless  we  can  maintain  home  demand  at  100  per  cent 
and  also  obtain  a  market  for  our  surplus  in  foreign  fields  heretofore  supplied  by  us> 
American  labor  must  pay  the  price  in  idleness. 

We  also  believe  any  measure  that  would  tend  to  increase  the  consumption  of  domes- 
tic magnesite  to  the  extent  that  a  prohibitive  duty  would  stimulate  would  mean  an 
early  exhaustion  of  domestic  supplies  and  thereby  imperil  our  national  defense  in 
times  of  war,  when  our  foreign  supplies  might  be  shut  on. 

Respectfully  submitted. 

John  A.  Topping. 

(.Representing  Republic  Iron  &  Steel  Co.,  Bethlehem  Steel  Co.,  Mid  vale  Steel  & 
Ordnance  Co.,  Youngstown  Sheet  &  Tube  Co.,  Jones  &  Laughlin  Steel  Co.,  Brier  Hill 
Steel  Co.,  Pittsburgh  Steel  Co.,  Sharon  Steel  Hoop  Co.,  Interstate  Iron  &  Steel  Co., 
Lackawanna  Steel  Co.,  Gulf  States  Steel  Co.,  Inland  Steel  Co.,  Lukens  Steel  Co., 
Wheeling  Steel  Corporation,  Steel  &  Tube  Co.  of  America.) 


Statement  by  John  A.  Topping,  Chairman  Republic  Iron  &  Steel  Co.,  Before 
THE  United  States  Senate  Committee  on  Finance  in  Relation  to  Paragraph 
207,  Schedule  2,  H.  R.  7456. 

Gentlemen,  I  am  chairman  of  the  Republic  Iron  &  Steel  Co.,  and  appear  before 
you  not  only  as  its  representative  but  as  the  delegated  representative  of  a  large  group 
of  independent  steel  companies,  in  prot-est  against  any  duty  being  placed  on  fluor 
i?par,  under  schedule  2,  paragraph  207,  of  H.  K.  7456. 

Fluor  spar  is  used  in  substantial  quantities  by  the  steel  manufacturers  for  fluxing 
purposes;  the  total  consumption  of  the  steel  industry  of  the  ITnited  States,  we  estimate 
to  be  not  less  than  300,000  tons  per  annum,  and  if  a  tax  of  $5  per  ton  is  imposed  it  will 
add  51,500,000  to  steel  costs. 

If  this  item  fluor  spar  alone  was  involved,  or  if  the  broad  principle  of  taxing  other 
raw  materials  was  not  in  question,  it  might  be  claimed  that  the  increased  cost  of 
steel  production  by  taxing  fluor  spar  was  unimportant.  We  claim,  however,  that  the 
collective  influence  upon  our  cost  of  production,  by  taxing  our  raw  materials,  is  of 
paramount  importance,  which  change  in  policy,  if  adopted,  will  add  enormously  to 
our  raw  material  cost^. 

Fluorspar,  as  is  well  known,  is  a  mine  or  quarry  product,  the  domestic  supply 
principally  comes  from  southern  Illinois  and  northern  Kentucky.     This  product 
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is  likewise  an  item  of  substantial  importation,  beine  imported  lar]ppiy  by  tbe 
western  and  eastern  steel  manufacturers.    The   Illinois  and   Kentucky  pr*-:.-* 
however,  finds  a  market  principally  in  the  Central  West  and  other  distant  poi&U  tr  - 
the  seaboard,  and  on  account  of  the  distance  of  these  mines  from  the  seaboard  M*»i 
protection  they  enjoy  geographically  by  way  of  inland  rates  of  freii^t,  vfa:*t 
many  cases  in  amount  exceeds  the  proposed  rate  of  duty,  home  quarries  «(  xhl^  »  • 
are  in  no  danger  of  foreign  competition.     In  fact,  the  fluorspar  intereetit  have  t^*^ 
fore  prospered  under  free  trade  and  there  can  be  no  possible  reason  for  tAumr  a  •*»- 
producer  of  the  East  and  Central  West  at  the  rate  of  $5  per  ton,  or,  as  an  altpma*:*>- 
force  eastern  manufacturers  to  go  West  to  obtain  their  fluorspar  supplies  ai  a  Utt- 
increased  cost,  which  in  many  cases  would  exceed  the  amount  of  the  prupow*i  : 
as  previously  stated. 

As  we  view  the  situation,  there  is  no  more  reason  for  protecting  fluorvpar  that  *:-' 
would  be  dolomite,  limestone,  or  other  domestic  iron  and  steel  fluxes  obtainrd  t  • 
domestic  quarries,  and  we  therefore  earnestly  protest  against  any  cost  incrp—  *  ;- 
imposed  upon  steel  which  would  cripple  our  competitive  position  or  make  i:  r  * 
difficult  for  us  to  maintain  out  home  markets  or  obtain  in  foreign  markets  an  - 
for  our  surplus  steel  production.     In  other  words,  unless  we  can  maintain  \ 
demand  at  100  per  cent  and  maintain  foreign  markets  heretofore  supplied  t>;  . 
American  labor  will  pay  the  price  in  loss  of  wages,  all  out  of  proportion  to  the  d*^.'  ** 
advantages  accruing  to  the  few  employees  or  workmen  in  these  western  <iuam«" 

Respectfully  submitted. 

John  A.  Tnmv 

(Representing  Republic  Iron  &  Steel  Co.,  Bethlehem  Steel  Co.,  Mid^-al^  S*-    • 
Ordnance  Co.,   loungstown  Sheet  &,  Tube  Co.,  Jones  &.  Laughlin  Ste**l  *'*»    • 
Hill  Steel  Co.,  Pittsburgh  Steel  Co.,  Sharon  Steel  Hoop  Co.,  InterstAt*  Irv«  A  ^• 
Co.,  Lackawanna  Steel  Co.,  Gulf  States  Steel  Co.,  Inland  Steel  Co.,  Lukt-n*  S:-"-. 
Wheeling  Steel  Corporation,  Steel  &  Tube  Co.  of  America.) 

Mr.  Topping.  I  would  like  also  the  privilege  of  submit tiii£  a  l»r- 
on  the  same  subject,  paragraph  47,  schedule  1,  bv  Mr.  mlli*  r 
McCook,  president  of  the  Pittsburgh  Steel  Co.,  wfio  aske<d  m*  * 
submit  it  in  the  same  way. 

Senator  McCumber.  It  will  also  be  printed. 

(The  letter  of  Mr.  WiUis  F.  McCook,  of  the  Pittsburgh  Sterl  ( 
submitted  by  Mr.  Topping,  is  here  printed  in  full  as  follows:^ 

PrrrsBUROH  Steel  <'»>.. 

PitUburgh,  Pa.,  Julu".  *' 
Hon.  Boies  Penrose, 

United  States  Senator,  Washington,  D.  C. 

My  Dear  Senator:  The  Pittsburgh  Steel  Co.  desires  to  file  the  follow io;:  \-:    • 
against  the  tariff  bill  (H.  R.  7456)  now  on  hearing  before  your  Senate  Finan**  • 
mittee: 

Paragraph  47  schedule  1,  caption  chemicals,  oils,  and  paints,  providiv  lor  h  : 
on  calcined  magnesite,  including  dead  burned  and  grained,  three-fourths  of  1  ♦  •  -.: . 
pound,  and  magnesite  crude  or  ground  one -half  of  1  cent  per  pound. 

Magnesite  is  known  to  the  steel  trade  as  a  raw  material  of  manufarturo.  out  wf  *• 
magnesite  bricks  and  the  bottoms  of  steel  furnaces  are  made.    It  is  boucfat  ani  • 
by  the  ton  and  shipped  in  carloads,  not  as  a  medicine  in  bottles  or  paokaisvA.    .!•  » 
might  iron  ore  be  classed  as  a  medicine.    Under  the  Aldrich  and  other  pnor  ur 
bills,  magncsit-e  was  carried  on  the  free  list.     It  sold  at  from  $14.75  to  $lfi  jm*  t- ;  - 
the  Atlantic  seaboird,  hence  this  duty  is  substantially  100  per  cent  and  i*  prohiSr  " 
There  is  no  logical  reason  for  treating  it  as  a  chemical  or  a  medicine  or  othi-fwi^^  tr  i 
as  a  raw  material,  either  dead  burned  or  natural  for  use  in  the  manufartun>  of  y  - 
Neither  the  steel  manufacturers  nor  the  public  will  submissively  pay  a  duty  .rf  .  ■ 
per  cent  for  the  benetit  of  substantially  one  company  operating  in  tiie  State  U^arz. 
ington  whose  market  is  so  protected  by  freight  rates  against  in\*aaon  of  Enrrv^: 
magnesite  from  the  Atlantic  coast  as  to  need  no  more. 

The  paragraph  above  should  be  deleted  from  paragraph  47 ,  schedule  I .  asd  m^nr*.' 
both  raw  and  dead  burned  should  be,  as  it  always  has  been,  treated  a»  a  mat^nc' 
manufacture  in  the  free  list,  especially  when  steel  manufacturers  are  endea\<Tit^ 
meet  European  competition  in  finished  products  \Kithout  cutting  the  workmra  *  »: 
to  the  level  of  European  wages. 
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Paragraph  302,  manganese  ore  or  concentrates  containing  in  excess  of  30  per  cent 
I  metric  manganese,  1  cent  per  pound  on  the  metallic  manganese  contained  therein. 
This  will  result  in  a  monoply  to  the  United  States  Steel  Co.  and  the  Bethlehem 
teel  Co. ,  who  are  substantially  the  only  two  manufacturers  of  ferromanganese  in  our 
oimtTy,  and  they  supply  only  themselves.  They  do  not  sell  to  others,  therefore  all 
ther  steel  manufacturers  must  buy  their  ferromanganese  abroad  and  pay  this  enor- 
i^>iis  duty.  It  is  a  primary  material  of  manufacture  in  the  steel  industry.  Very  little 
lUor  is  used  in  its  smelting;  not  any  more  than  is  used  in  blast  furnaces  in  smelting 
on  ore.  Consistently  wim  the  broad  American  principle  of  free  raw  materials  and 
rotection  for  finishea  products  made  out  of  or  wi^  them,  this  material  should  be  on 
he  free  list.  , 

As  the  act  was  passed  by  the  House,  there  is  an  inconsistency  in  having  galvanized 
arbed-wire  fencing  on  the  free  list  and  a  tariff  on  the  galvanized  wire  out  of  which  the 
^ncing  is  made.    The  barbed  wire  should  carry  the  same  duty  as  the  wire  itself. 
Ftespectfully  ^bmitted. 

Willis  F.  McCook^ 

President. 

Mr.  Topping.  I  thank  you,  gentlemen. 

Senator  McCumber.  The  committee  thanks  you,  Mr.  Topping. 
We  will  next  call  upon  Mr.  George  Upton. 

STATEMENT  OF  MR.  OEORQE  UPTON,  SEPRESENTIirO  THE 
NATIONAL  ASSOCIATION  OF  GLUE  AND  GELATINE  MANTJ- 
FACTTJRERS  AND  AMERICAN  GLUE  CO.,  BOSTON,  MASS. 

Senator  McCumber.  Please  state  your  full  name,  business,  and 
address. 

Mr.  Upton.  My  name  is  George  Upton,  representing  the  National 
Association  of  Glue  and  Gelatine  Manufacturers  and  American  Gltie 
Co.,  Boston,  Mass. 

Senator  Smoot.  You  are  appearing  on  paragraph  39,  is  it  not  ? 

Mr.  Upton.  Yes :  paragraph  39.  I  want  to  appear  for  the  National 
Glue  and  Gelatine  Association,  which  represents  all  the  interests. 
In  this  connection,  I  would  state  there  is  no  divergence  of  opinion 
as  to  what  is  wanted.  It  is  a  clean-cut  statement  on  the  whole 
situation. 

The  National  Association  of  Glue  and  Gelatine  Manufacturers  is 
an  association  organized  for  the  purpose  of  looking  after  the  general 
welfare  of  these  industries  throughout  the  United  States  and  rep- 
resents approximately  90  per  cent  of  the  glue  and  gelatin  manu- 
facturers of  the  country. 

The  schedule  as  applied  to  glue  as  it  is  in  the  present  bill  is  con- 
sidered satisfactory  and  a  reasonable  protection  for  that  commodity 
based  on  the  American  valuation  and  tne  conditions  that  exist  to-day 
both  here  and  in  Europe. 

However,  the  schedule  as  applied  to  gelatin  is  unsatisfactory, 
first,  in  connection  with  the  language  of  the  paragraph,  which  is  a 
very  essential  point  to  the  industry,  and,  second,  the  rates. 

I  am  here  to  ask  your  committee  to  make  a  segregation  between 
glue  and  gelatine.  In  previous  tariff  bills,  namely,  the  Payne- 
Aldrich,  and  to  a  lesser  extent  in  the  Underwood  bill,  glue  and 
gelatine  were  segregated  for  all  practical  purposes  by  price  bracket- 
ing. In  the  bill  which  you  have  oef ore  you  there  is  no  price  bracket- 
ing; both  of  these  commodities  were  pushed  right  into  one  bracket. 

In  our  opinion  it  is  utterly  impossible  to  combine  these  two  in- 
dustries under  one  bracketing  and  rate  and  afford  reasonable  pro- 
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tection  for  both.     If  you  give  a  reasonable  protertion  for  jr*-'* 
it  would  be  entirely  too  high  on  glue,  and  vice  versa. 

Gelatine  is  manufactured  in  entirely  separate  factories  fnm  j 
The  cost  of  labor  per  pound  of  gelatine  is  approximately  four  ^ 
that  of  the  cost  of  labor  per  pound  of  glue.     The  capital  »' 
ment  per  pound  of  gelatine  is  about  three  times  that  per  }>*•• : 
glue.     Furthermore,   American  gelatine  manufacturers  ma^^i  • 
ply  with   the   United  States  pure  food  laws,  nec'essitatin?  I:f 
expenses.  • 

The  gelatine  industry  in  the  United  States  has  grown  fn»in  ; ' 
tically  nothing  to  an  industry  of  considerable  importance  ir 
last  8  or  10  years.     Its  invested  capital    is  approximately  $1*  ■■■ 
000,  and  it  employs  about  3,000  men,  quite  a  percentage  <»f  *• 
are  technically  trained  men,  such  as  chemists  and  the  like. 

It  is  for  these  reasons  that  we  ask  for  segregation  between  • 
tine  and  glue  and  reasonable  protection  anorded  to  the  ge^' 
industry  based  on  the  merits  of  the  situation. 

And,  in  this  connection,  Mr.  Chairman,  I  would  ask  permL*^!*  • 
file  a  brief  with  your  secretary  here  to-morrow. 
.  Senator  McCuthber.  Without  objection,  that  may  l>e  done. 

We  would  ask  the  rewording  of  the  paragraph  along  the  («*.!•  - 
ing  lines : 

Par.  39.  Glue,  and  glue  size,  20  per  centum  ad  valorem  and  1 J  oenUi  per  r  • 
manufactures,  wholly  or  in  chief  value  of  glue,  caFein  glue.  inngUat.  and    ■  • 
fish  sounds,  cleaned,  split,  or  otherwise  prepared,  and  agar  agar,  25  per  cent'-n  . 
valorem. 

Gelatin  conforming  to  United  States  pure  food  laws  speoificationfi,  20  p<^  •♦"  ■ 
ad  valorem  and  7  cents  per  pound.    Technical  gelatin,  {gelatin  in  ithf^«  vr  .*    - 
wise,  with  physical  (juaiities  to  show  a  solidified  jelly  in  mixture  of  l>  en:  ■ 
of  gelatin  to  100  cubic  centimeters  of  water  at  42  degrees  Fahrenheit  for  «u  : 
valued  above  30  cents  per  pound,  20  per  centum  ad  valorem  and  15  rent?  per  :•   ' 
manufactures,  wholly  or  in  chief  value  of  gelatin,  35  per  centum  ad  ^-alorem 

The  above  paragraph  segregates  gelatin  from  glue,  and  in  ::  * 
connection  I  would  state  that  that  is  only  a  suggestion  of  the  won!/  ; 
of  the  paragraph.     If  it  does  not  seem  feasible  to  the  experts  of  i 
committee,  the  next  best  thing  would  be  to  adopt  one  kind  •  f  - 
price  bracketing. 

Senator   Smoot.  Was    the   Payne-Aldrich   provision   satisfa*  !• ' 
to  you?   . 

Mr.  Upton.  The  Payne-Aldrich  bill,  Senator,  in  reference  to  n*  • 
is  satisfactory,  but  I  think  it  should  be  improved  on,  from  the  f* 
that  there  was  a  great  deal  of  abuse  in  the  customhouse  by  P«*"J"' 
bringing    in    gelatin   as    glue.    Since   the   Payne-Aldrich  \im    '  ' 
United  States  pure  food  act  has  been  efficiently  administensi  i' 
there  is  no  reason  why  pure  food  gelatin  should  not  bo  considfri- 
as  such. 

The  bracketing  as  applied  to  technical  gelatin  which  set**  a  m.' 
mum  jelly  strength  is  such  that  it  includes  the  lowest  grade  lA  u- 
nical  gelatin  manufactured.     Any  gelatin  that  would  na^c  a  i«  *  ' 
jellying  capacity  than  mentioned  in  the  paragraph  would  be  rla.^^i  ■ 
as  glue  and  would  be  entitled  to  enter  as  such. 

The  fixing  of  a  minimum  jelly  standard  for  technical  geiatn*  • 
believe  a  simple  and  practical  method  of  procedure  ami  one  iha?  * 
operate  without  difficulty. 
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THe  Tariff  Commission  has  given  the  question  of  segregation  of 
11  <*  and  gelatin  consideration,  but  I  am  informed  that  tliis  segre- 
it  ion  was  not  recommended  on  account  of  the  difficulty  of  writing  a 
iirao^raph  that  would  have  practical  application.  I  have  discussed 
li-^  matter  with  members  of  the  Tariff  Commission  staff  and  they  are 
i miliar  with  our  ideas. 

I  >r.  C.  R.  Smith,  of  the  United  States  Bureau  of  Chemistry,  who  has 
>»*<*ialized  on  gelatin,  can  undoubtedly  check  up  our  statements  in 
*ference  to  the  feasibility  of  the  operation  of  a  minimum  jelly  strength 
iin<lard  for  technical  gelatin. 

Ill  reference  to  rates  applying  to  gelatin,  the  bill  as  it  stands 
rfore  you  presents  a  rate  entirely  inadequate  for  proper  protection 
f  the  gelatin  industry  of  this  country  based  on  American  valuation. 
'<>  siil)stantiate  the  rates  that  we  ask  for  in  our  suggested  paragraph, 
u»  following  information  is  placed  before  your  committee: 

In  the  manufacture  of  gelatin  to  conform  to  the  United  States 
ur<^*  food  laws  the  principal  elements  which  are  the  determining 
M-tors  between  European  and  American  costs  are — 

1 .  Difference  in  labor. 

2.  Difference  in  cost  of  chemicals  used  in  its  manufacture. 

3.  Increased  interest  charges  on  capital  investments  to  comply 
rilli  pure  food  laws. 

Kef(Tring  to  the  above  items  a  careful  investigation  of  these  cost 
ijrures  have  been  made  both  in  this  country  and  in  Europe  and  the 
jitic)  based  on  a  gold  standard  is  approximately  4^^  to  1  at  the 
^n»^>ent  time. 

In  this  connection  I  submit  Exhibit  A,  which  will  be  fded  with 
Miiir  clerk.  • 

(Exhibit  A  submitted  by  Mr.  Upton  is  printed  in  full,  at  the  con- 
lusi(m  of  his  remarks.) 

I  do  not  want  to  go  into  the  detail  now  and  take  up  time  in  making 
I  ('oniparison  between  American  and  European  costs. 

In  this  relation  I  might  state  that  those  costs  are  practically  up  to 
late,  and  I  believe  the  information  is  practically  up  to  date,  and  I 
relieve  the  information  is  good.  They  have  been  gathered  by  our 
'ompany. 

The  study  of  these  statistics  shows  that  this  branch  of  the  industry 
'overing  gelatin  conforming  to  the  pure  food  laws  should  receive  a 
'ate  of  protection  of  20  per  cent  ad  valorem  and  7  cents  per  pound, 
md  by  our  experts  studying  th(jse  figures  it  works  right  down  through 
uid  leaves  us  to-day  practically  at  4  cents  a  pound  under  with  that 
protection;  for  example,  I  took  the  trouble  last  week  to  cable  to 
London,  to  be  put  rignt  up  to  date,  and  I  have  a  cable  reply  showing 
a  Belgian  gelatin  quoted  for  39  cents  c.  i.  f.  New  York,  using  the 
rate  as  in  the  present  House  bill  and  the  American  valuation  plan, 
we  would  have  a  net  cost  here,  duty  paid,  of  52.9,  whereas  the 
American  wholesale  selling  price  to-day  is  62  cents;  and  in  that  con- 
nection we  want  to  state  that  the  gelatin  industry  has  had  a  very 
severe  shakedown,  and,  of  course,  getting  that  discrepancy  it  would 
be  a  very  serious  matter. 

Applying  the  rate  we  have  asked  for  it  would  give  us  a  net  cost 
of  the  article  laid  down,  duty  paid,  of  58.4. 

I  will  conclude  this  ar^ment  on  pure  food  gelatin  by  a  statement 
to  the  effect  that  the  price  of  gelatin  has  had  a  very  severe  decline, 
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and  the  large  importations  have  resulted  in  a  congested  market 
dition  with  the  result  that  practically  every  gelatin  factory  %*- 
moment  is  closed  down  with  great  uncertainty  as  to  when  ihfv  ■' 
going  to  open  up. 

Senator  Walsh.  How  many  gelatin  factories  are  there  in  * 
country  ? 

Mr.  Upton.  There  are  about  seven. 

Senator  Walsh.  Where  are  they  located  ? 

Mr.  Upton.  They  are  located  in  Massachusetts,  Michigan— \(l*> 
chusetts  is  the  largest  gelatin  -  producing  State;  Michigan  is  n^v 
and  Indiana  and  Illinois,  and  tJiere  is  also  one  in  New  Yoris  ^t-* 
and  a  small  one  in  Ohio,  and  so  on — pretty  well  scattered  aroim>: 

In  reference  to  the  volume  of  importations,  we  refer  vou  t«i  L* 
hibit  C,  Government  statistics,  which  figures  include  all  grtd**- 

felatin.     That  is  simply  a  rehash  of  Government  figures.     It  -I.- . 
ow  they  are  built  up  and  how  they  have  increased,  and  what  t' 
are  at  tne  moment. 

(Exhibit  C,  submitted  by  Mr.  Upton,  is  printed  in  full  at  tbf  - 
elusion  of  his  remarks.) 

Senator  McCiimber.  Are  the  packing  companies  making  \y\\ 
now? 

Mr.  Upton.  Practically  not  at  all.     The  only  packing  hou^  • 
makes  gelatin  at  all  is  Swift  &  Co.,  and  it  is  producing  it  in  «  v.- 
small  way.     The  American  Glue  Co.  is  the  largest  maker  of  s^\\ 
in  this  country,  and  it  is  an  entirely  independent  interest,  and  r 
family  are  represented  there  quite  heavily.     There  is  no  conn^Tt 
at  all  with  the  packing  industry. 

Senator  La  Follette.  What  proportion  of  that  consumed  in  • 
United  States  is  manufactured  here  ? 

Mr.  Upton.  In  the  last  four  years.  Senator,  practically  all  »•?  * 
gelatin  that  was  consumed  in  tnis  country  was  manufactured  h  ■ 
The  importations  from  Europe  during  the  war  were  practicallr  • . 

Senator  La  Follette.  I  understood  you  to  say  the  import  r"" 
now  is  15  cents. 

Mr.  Upton.  No,  sir;  it  shows  39  cents  is  the  cfuotation  to-J*; 

Senator  La  Follette.  What  is  your  selling  price  ? 

Mr.  Upton.  The  wholesale  selling  price  of  tnat  product  t<>-iia'. 
62  cents,  I  think. 

Senator  Walsh.  Where  is  it  imported  from  ? 

Mr.  Upton.  That  market  quotation  was  on  Belgian  gelatin. 
the  principal  countries  that  export  gelatin  to  the  Inited  Stnt«^  •■ 
Germany,  Belgium,  and  France,  and  England,  pcrhapR.  is  tr-'  * 
along. 

Senator  La  Follette.  W^hat  were  the  importations  before  thi- » i 

Mr.  Upton.  It  would  run  approximately  1,500,000  pounds  a  v 

vSenator  Kv  Follette.  Anci  what  is  the  total  consumption  •••  * 
country  ? 

Mr.  Ucton.  I  should  say  around  12,000,000  or  I4,0«),000  p*.ur 
a  year,  Senator.     The  importations  now  are  running  at  the  rat« 
about  2,500,000  pounds,  in  the  last  six  or  eight  month<9. 

Senator  Watson.  Do  they  make  glue  and  gelatin  in  the  ^''■ 
factory  ? 

Mr.  Upton.  No,  sir:  they  do  not.     That  is  a  very  important  r*- 
About  8  or  10  years  ago  glue  and  gelatin  were  made  in  thr  -i' 
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ant,  and  it  had  a  very  bad  reputation.  But  the  United  States 
Lire-food  laws  have  really  worked  w^ondei-s  for  the  industry.  They 
ive  made  it  necessary  to  produce  it  in  up-to-date  factories,  and  it 
Eis  just  simply  changed  the  whole  situation. 

Senator  Watson,   iou  export  glue,  do  you  not?     Do  you  manu- 
Lcture  glue  or  gelatin? 

^fr.  Upton.  My  company  is  the  largest  manufacturer  of  gelatin, 
ut  we  also  manufacture  glue. 
Senator  Watson.  Do  you  export  anv  gelatin  ? 
Mr.  Upton.  There  was  some  little  gelatin  exported  during  the  war; 
ot  very  much. 

Senator  Watson.  You  are  satisfied,  th6n,  with  the  tariff  here 
rovided  on  glue  ? 

Mr.  Upton.  Yes,  sir. 

Senator  Watson.  But  you  want  a  distinction  made  between  glue 
nd  gelatin? 

Mr.  Upton.  Yes,  sir;  an  increased  tariff  on  account  of  the  items 
hat  I  haye  mentioned. 

Senator  Walsh.  You  were  heard  before  the  House  committee. 
Vhy  did  they  not  cover  that  ? 

Mr.  Upton.  The  National  Glue  and  Gelatin  Association  were 
leard  before  the  House  committee,  Senator,  and  practically  they 
isked  the  committee  to  continue  along  the  lines  of  the  old  rayne- 
Udrich  bill,  and  at  least  give  us  a  price  bracketing.  But  for  some 
eason  or  other  the  whole  thing  was  sidetracked,  and  I  understood 
:he  reason  was  in  connection  with  the  customs  officials. 

Senator  Walsh.  You  must  have  these  prices  practically  in  order 
U>  have  the  business  adequately  protected. 

Mr.  Upton.  I  do  not  see  how  it  can  be  otherwise,  because  glue  is 
aecessarily  a  cheap  article,  and  gelatin  is  a  high-priced  article. 

Senator  Watson.  Were  all  tne  rates  set  forth  in  the  Payne- 
cUdrich  bill  satisfactory  ? 

Mr.  Upton.  They  were  generally  satisfactory;  yes,  sir;  except 
that  we  suggested  a  little  improvement  in  the  wording;  that  your 
experts  could  work  out. 

Senator  Walsh.  Have  you  offered  an  amendment  ? 

Mr.  Upton.  I  read  an  amendment. 

wSenator  Walsh.  I  was  not  here. 

Mr.  Upton.  You  were  not  here,  I  think. 

There  is  another  class  of  gelatin  I  want  to  touch  on,  and  that  is 
technical  gelatin,  high-grade  technical  gelatin.  High-grade  tech- 
nical gelatins  are  practically  a  new  product  of  American  manu- 
facture; in  other  words,  prior  to  seven  or  eight  years  ago  there  were 
practically  none  made  here.  It  is  a  new  industry.  Before  this 
period  mentioned  Germany  was  first,  and  Belgium  came  along  with 
a  limited  quantity.     Germany  practically  monopolized  the  industry. 

The  situation  in  the  technical  gelatin  branch  oi  the  industry  can 
Well  be  compared  to  the  situation  in  the  dye  industry;  90  per  cent 
of  the  high-grade  technical  gelatin  produced  in  Europe  is  controlled 
by  a  German  syndicate.  The  raw  material  is  bought  for  the  various 
factories  collectively,  and  the  product  is  sold  collectively.  With 
the  American  competitors  of  tnis  syndicate  out  of  business,  the 
Germans  would  then  have  the  field  entirely  to  themselves  as  here- 
tofore. 
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Senator  Walsh.  What  is  the   technical  gelatin   as  dlstingu.-- 
from  the  other  ? 

Mr.  Uptox.  Technical  gelatin  is  gelatin  that  is  used  in  the  i* 
such  as  sizing  of  silk,  and  I  have  principal  reference  to  photii^i:- 
gelatin;   that  is,  it  is   the  gelatin  that  sensitizes  the  film  that  Ij- 
the  picture.     It  is  known  in  the  trade  as  technical  emuLiim  z* 
tin.     That  is  the  article  that  is  practically  controlled  by  (rerni  • 

Based  on  the  above,  we  appeal  to  your  committee  for  li^l*-.'. 
protection  for  this  new  industry. 

In  reference  to  what  this  protection  should  be»  an  invpaiti;:^: 
of  costs  in  Germany  so  far  as  we  can  get  at  them,  and  a  ("omfu:  - 
of  this  information  with  the  American  costs  shows  a  ratio  hn^-- 
gold  standard  of  approximately  five  and  one-half  to  one.     T\u  \  . 
higher  than  the  ratio  on  food  gelatin  for  the  reason  that  IaI*-  • 
over  three  times  the  labor  on  food  gelatin. 

Senator  Watson.  Do  you  make  this  kind  of  gelatin  in  thf  -. . 
factory  as  you  make  the  other? 

Mr.  Uptox.  It  can  be  made  in  the  same  factorv. 

Senator  Watsox.  Are  you  manufacturing  it? 

Mr.  Uptox.  Yes,  sir.     I  might  state,  for  your  information.  >r"- 
tor,  that  there  is  practically  only  one  companv  in  the  Unite«i  ^*  .■ 
that  makes  this  higher  grade  of  technical  gelatin,  and   that   > 
American  Glue  Co.  factory  at  Peabody,  Mass.,  where  we  ha^« 
investment  of  $2,000,000. 

These  German  costs  that  I  referred  to 

Senator    Watson    (interposing).  Do    you    come    an\-where   r 
supplying  the  American  demand  for  that  product  ^ 

Mr.  Uptox.  We  did  supply  it  during  the  war. 

Senator  Watsox.  I  know:  but  now?     If  you  are  ade^iuatel-  p 
tected,  as  you  are  claiming,  could  you  supply  the  American  pn.M4^ 

Mr.  Uptox.  I  think  we  can. 

Another  point  that  I  would  mention  to  you  is  that  we  are    • 
asldng  for  the  same  protection  as  the  Pa\Tie-Aldrich  bill,  firii-*  . 
that  the  American  valuation  should  take  care  of  the  exchausi*  -  ■ 
tion.     There  was  not  any  of  this  gelatin  manufactured  dunn^  ' 
Pavne-Aldrich  bill  at  all  here. 

Senator  McCumBer.  I  will  have  to  inform  the  witness  that  LL*  w 
is  up,  and  if  he  can,  to  just  take  a  minute  to  close. 

Mr.   Uptox.  Yes,   sir;   excuse  me.     In   considering   the  mr*    •» 
would  ask  you  to  give  attention  to  the  raw  material  whic^h  • 
industry  consumes,  namely  calf  heads  and  other  trimming  f: 
calfskins.     With   adequate   protection,   the   industry   will  mnT.- 
to  consume  this  material  at  prices  well  above  what   the  m*:*  • 
brought  prior  to  the  establishment  of  the  enterprise  in  lliis  ft»ur.:- 
And  unless  this  industry  is  reasonably  protected  so  it  ran  C4»n\:  . 
to  operate,  that  material  will  bring  a  good  deal  less  value  aiui  ••.-  ■ 
down  into  the  glue  class,  where  it  was  8  or  9  or  10  years  ago.    Ati*-  : 
is  exhibit  marked  "  D, "  setting  forth  the  principal  elemenL<  of  d  ." 
ence  between  American  and  German  costs  of  manufacturing  t«Tt*r-. 
gelatin. 

We  would  ask,  therefore,  for  a  rate  of  20  per  cent  ad  val4>ivm  a- 
15  cents  per  poimd  on  technical  gelatin. 

In  conclusion  we  wish  to  call  the  attention  of  your  cummitt^ 
the  fact  that  the  rates  we  have  asked  for  are  practically  the  r**  - 
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Titten  in  the  old  Payne-Aldrich  bill  and  applying  to  gelatin  as  a 
•hole,  except  that  we  are  segregating  the  two  classes  of  gelatin. 
Ve  are  depending  upon  the  American  valuation  system  which  has 
een  adopted  by  your  committee  to  take  care  of  the  foreign  exchange 
onditions. 

I  ^K^\\  just  simply  state  that  I  put  this  matter  before  you  in  the 
lost  serious  way,  and  we  hope  it  will  have  due  consideration,  as  ours 
>  a  new  industry. 

Senator  La  Follette.  What  proportion  of  the  gelatin  do  you 
produce  ? 

Mr.  Upton.  The  production  of  photoOTaphic  gelatin 

Senator  La  Follette  (interposing) .  I  am  not  speaking  of  the 
eclinical  gelatin,  because  I  understood  you  to  say  you  produced  all 
»f  that  which  was  produced  in  this  country  ^ 

Mr.  Uptox.  Yes,  sir. 

Senator  La  Follette.  But  of  the  other — ^liow  did  you  designate 
he  other? 

Mr.  Upton.  Food  gelatin. 

Senator  La  Follette.  What  per  cent  of  the  total  production  do 
rou  produce  ? 

Mr.  Upton.  About  25  per  cent. 

Senator  McLean.  Is  it  not  put  to  other  uses  besides  food  ? 

Mr.  Upton.  Oh,  yes,  sir;  very  many  other  uses. 

Senator  McLean.  Will  you  not  enumerate  them  for  the  record? 
rhe  other  uses. 

Mr-  Upton.  You  mean  for  the  food  gelatine  ^ 

Senator  McLean.  Yes,  sir. 

Mr.  Upton.  It  is  used  for  gelatine  powders,  ice  cream,  medicinal 
purposes — ^for  capsules,  for^ candy  making — marshmallows  and  items 
of  that  description ;  and  the  technical  gelatine  is  used  for  photographic 
films,  and  in  the  arts  for  sizing  of  silk,  etc. 

Senator  Walsh.  A  good  deal  of  it  is  used  for  food  purposes  in 
recent  years  ? 

Mr.  tJpTON.  Yes,  sir;  that  has  grown  a  great  deal.  It  has  had 
quite  a  remarkable  growth,  due  to  the  United  States  pure  food  laws, 
in  my  opinion. 

Senator  La  Follette.  Do  you  have  a  large  capital  invested  in  your 
plant  i 

Mr.  Upton.  The  capital  investment  in  the  gelatine  plant  is  very 
large  per  pound  of  gelatine,  due  to  the  recjuirements  of  the  pure  food 
law,  on  account  of  heavy  metals  used  in  its  manufacture;  all  the 
equipment  is  necessarily  aluminum,  bronze,  or  blocked  tin. 

Senator  La  Follette.  How  much  labor  do  you  employ? 

Mr.  Upton.  You  mean  in  the  industry  as  a  whole  ? 

Senator  La  Follette.  In  the  gelatine  industry,  which  produces 
one-fourth  of  our  consumption. 

Mr.  irPTON.  That  is,  you  mean  glue  companies  ? 

Senator  Walsh.  The  whole  countr}-. 

Senator  La  Follette.  I  mean  your  company. 

Mr.  Upton.  We  employ  about  750  men  and  women,  chemists,  etc., 
without  considering  the  office  staff. 

Senator  DiLLixoiLiM.  How  much  capital  have  you  invested? 
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Mr.  Upton.  Roughly  speaking,  something  over  $2,00(J.OU0:  "i 
is,  in  plant  machinery.     Of  course,  working  capital,  stocks  of  ran  r 
terials,  etc.,  will  run  up  another  million. 

Senator  McCumber.  The  committee  is  much  obliged  to  vou. 

(The  brief  submitted  by  Mr.  Upton  is  here  printed  in  fuM    • 

follows :) 

BosTOK,  Atigiist  1'  *' 
Finance  Committee, 

United  Statei  Senate^  Washington ^  D.  C. 

Gentlemen:  I  appear  before  your  committee  on  behalf  of  the  National  .*'^>  . 
tion  of  Glue  and  Gelatine  Manufacturers  in  reference  to  paragraph  39  of  H   {.  ' 
concerning  glue  and  gelatine. 

The  National  Association  of  Glue  and  Gelatine  Manufacturers  is  an  aasociatK*   *  •' 
ized  for  the  purpose  of  looking  after  the  general  wel&upe  of  these  indiistn«»  *:  * 
United  States  and  represents  approximately  90  per  cent  of  the  gltie  and  j"^A~J 
manufacturers  of  the  country. 

The  schedule,  as  applied  to  glue,  is  satisfactory  to  the  manufacturers  and  i*    : 
sidered  a  reasonable  protective  tariff  for  the  glue  industry. 

However,  the  schedule  as  applied  to  gelatin  is  un8ati8factor>''  ( 1)  in  coufi'- '  - 
with  the  language  of  the  paragraph  and  (2)  the  rates. 

I  am  here  to  ask  your  committee  to  make  a  segregation  between  glue  and  p-^' 
In  previous  tariff  bills — namelv,  the  Payne-Aldrich,  and  to  a  lesser  ext«i«  it  " 
Underwood  bill — glue  and  gelatin  were  segregated  for  all  practical  purpo*.* 
price  bracketing.    In  the  bill  which  you  have  before  you  there  is  no  vnce  hf»  & 
mg.    In  our  opinion  it  is  utterly  impossible  to  combine  these  two  inaurtri^r  oo . ' 
one  bracketing  and  rate  and  afford  reasonable  protection  for  both.    Gelatin  it^^- 
factured  in  entirely  separate  factories  from  glue.    The  cost  of  labor  per  pr-.::  •_ 
gelatin  is  approximately  four  times  that  of  the  cost  of  labor  per  pound  of  giur 
capital  investment  per  pound  of  gelatin  is  about  three  times  that  per  pound  <f.  c-  • 

Accordingly  we  submit  the  following  paragraph  for  paragraph  39: 

*'  Par.  39.  Glue,  and  glue  size,  20  per  cent  ad  valorem  and  1)  cents  per  pound,  o.- 
factures,  wholly  or  in  chief  value  of  glue,  casein  glue,  isinglaflB,  and  other  6ih  »'--  - 
cleaned,  split,  or  otherwise  prepared,  and  agar  a^,  25  per  cent  ad  valorem.    <*«-•' 
conforming  to  United  States  pure  food  laws  specmcadons,  20  per  cent  ad  vakrrc  t- 
7  cents  per  pound.    Teohnical  gelatin,  gelatin  in  dieets,  or  otherwise,  with  xky  - 
qualities  to  show  a  solidified  jelly  in  mixture  of  1.8  grams  of  gelatin  to  Itt'  '■ 
centimeters  of  water  at  42^  F.,  for  six  hours,  valued  above  30  cents  per  pound  .*   -' 
cent  ad  valorem  and  15  cents  per  pound.    Manufactures,  wholly  or  in  chief  ii- 
gelatin,  35  per  cent  ad  valorem." 

The  above  paragraph  segregates  gelatin  from  glue. 

Gelatin  conforming  to  the  United  States  pure  food  laws  is  a  commodity  weU  ^'.  - 
to  our  customs  officials  and  no  confusion  can  arise  in  administering  the  tariff. 

The  bracketing  as  applied  to  technical  gelatin  which  sets  a  miTumnm  jellr  str-^' ' 
is  such  that  it  includes  the  lowest  mde  of  technical  gelatin  manwfartnwd 
gelatin  that  would  have  a  lower  jellving  capacity  than  mentioned  in  the  parne!*' 
would  be  classified  as  ^lue  and  would  be  entitled  to  enter  as  such. 

The  fixing  of  a  minimum  jelly  standard  for  technical  gelatin  we  believe  t  •:* 
and  practical  method  of  procedure  and  one  that  will  operate  without  difikuli; 

The  Tariff  Commission  has  given  the  question  of  segregation  of  glue  and  r*»*' 
consideration,  but  I  am  informed  that  this  segregation  was  not  reooauDMi^- 
account  of  the  difficulty  of  writing  a  paragraph  thistt  would  have  practical  arohc^*. 
I  have  discussed  this  matter  with  members  of  the  Tariff  Commission  staff  afri  - 
are  familiar  with  our  ideas. 

Dr.  C.  R.  Smith,  of  the  United  States  Bureau  of  Chemistry,  who  has  spedtht^*' 
gelatin,  can  undoubtedly  check  up  our  statements  in  reference  to  the  fswbit.** 
operation  of  a  minimum  jelly  strength  standard  for  technical  gelatin. 

In  reference  to  rates  applying  to  gelatin,  the  bill  as  it  stands  before  yoo  |''^- 
a  rate  entirely  inadequate  for  proper  protection  of  the  gelatin  industry  ol  tht«  o  " " 
based  on  American  valuation.    To  substantiate  the  rates  Uiat  we  ask  fnr  id  o(-'  *  - 
gested  paragraph,  the  following  information  is  placed  before  your  committee 

In  the  manufacture  of  gelatin  to  conform  to  the  United  States  pure  food  !•«« 
principal  elements  which  are  determining  factors  in  the  difference  oetween  Eur  ^^ 
and  American  costs  are: 

1.  Difference  in  labor. 

2.  Difference  in  cost  of  chemicals  used  in  the  manufacture. 
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3.  Increased  interest  charges  on  capital  investments  to  comply  with  pure  food  laws. 
Referring  to  the  above  items  a  careful  investigation  of  these  cost  figures  has  been 
ade  both  in  this  country  and  in  Eiurope  and  the  ratio  based  on  gold  standard  is 
) proximately  4 J  to  1  at  the  present  time. 

To  confirm  our  position  further  we  quote  under  Exhibit  B  cable  quotations  received 
u^nist  9  giving  foreign  quotations  on  various  grades  of  gelatin  and  also  equal  quality 
American  make  with  the  present  American  selling  price. 

We  will  conclude  this  argument  on  piure-food  gelatin  by  a  statement  to  the  effect 
lat  the  price  of  gelatin  has  had  a  .very  severe  decline,  and  the  large  importations 
ive  resulted  in  a  congested  market  condition  with  a  result  that  practically  every 
'latin  factory  in  the  country  at  the  moment  is  closed  down  with  great  uncertainty 
I  to  future  operations.  In  reference  to  the  volume  of  importations  we  refer  you  to 
xhibit  (\  Government  statistics,  which  figures  include  all  grades  of  gelatin. 

TECHNICAL  GELATIN. 

High-grade  technical  gelatins  are  practically  a  new  product  of  American  manu- 
icture.  Prior  to  seven  or  eight  years  ago  they  were  principally  produced  in  Germany, 
el^um.  and  France,  Germany  practically  monopolizing  the  industry. 

Laii^e  investments  have  been  made  to  promote  this  new  industry  in  the  United 
tatea. 

The  situation  in  the  technical  gelatin  branch  of  the  industry  can  well  be  compared 
>  the  situation  in  the  dye  industry.  Ninety  per  cent  of  the  high-grade  technical 
platin  product  in  Europe  is  controlled  by  a  German  syndicate.  Kaw  material  is 
ought  for  the  various  factories  collectively,  and  the  product  is  sold  collectively. 
*r\th  the  American  competitors  of  this  syndicate  out  of  business,  the  Germans  would 
iien  have  the  field  entirely  to  themselves  as  heretofore. 

Based  on  the  above,  we  appeal  to  your  committee  for  adequate  protection  for  this 
ifcw  industry. 

In  reference  to  what  this  protection  should  be,  an  investigation  of  costs  in  Germany 
0  far  as  we  can  get  at  them  and  a  comparison  of  this  information  with  the  American 
o9ts  shows  a  ratio  based  on  gold  standard  of  approximately  5^  to  1. 

In  considering  the  rate  we  would  ask  you  to  give  attention  to  the  raw  material  which 
bis  industry  consumes,  namely,  calf  heads  and  otJier  trimmings  from  calfskins.  With 
.dequate  protection  the  industiy  will  continue  to  consume  this  material  at  prices 
J^ell  above  what  the  material  brought  prior  to  the  establishment  of  the  enterprise  in 
hifi  country.  Attached  is  exhibit  marked  ^  'D  "  setting  forth  the  princi|)al  elements 
>f  difference  between  American  and  German  costs  of  manufacturing  technical  gelatin. 

We  would  ask,  therefore,  for  a  rate  of  20  per  cent  ad  valorem  and  15  cents  per  pound 
>n  technical  j^latin. 

In  conclusion  we  wish  to  call  the  attention  of  your  committee  to  the  fact  that  the 
"ates  we  have  asked  for  are  practically  the  rates  written  in  the  old  Payne- Aldrich  bill 
tnd  applying  to  gelatin  as  a  whole,  except  that  we  are  segregating  the  two  classes  of 
gelatin.  We  are  depending  on  the  American  valuation  system  which  has  been 
idopted  by  your  committee  to  take  care  of  the  foreign-exchange  conditions. 

I  wish  to  thank  your  committee  for  the  attention  given  me  in  this  matter,  and  if 
here  is  any  further  information  tJiat  any  of  your  members  desire  in  giving  this  matter 
'onsideration  we  will  be  glad  to  lurnish  same. 
Respectfully,  yours. 

National  Association  of  Glue  and  Gelatine  Manufacturers, 
— ■ ,   Vice  President. 

ExHisrr  A. 

Comparison  between  European  and  American  coats  of  a  few  principal  elements  ivhich  are 
determining  factors  in  the  difference  between  European  and  Americnn  costs  of  manu- 
facturing gelatin  conforming  to  the  United  States  pure  food  laws. 


Euro- 
pean. 

I'nited 
States. 

Interest  on  invested  capital 

$0.0123 

.0048 
.0180 

I0.054H 

^hornicals 

.0204 

Ubor.. 

.0S51 

Per  pound  of  gelatine 

.0351 

.ifto:i 

Ratio,  4 J  to  1. 
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Mr.  Upton.  Roughly  speaking,  something  over  $2,000,00(1:  *  • 
is,  in  plant  machinery.     Ctf  course,  working  capital,  stocks  of  raw  '■ 
terials,  etc.,  will  run  up  another  million. 

Senator  McCumber.  The  committee  is  much  obliged  to  vou. 

(The  brief  submitted  by  Mr.  Upton  is  here  printed  in  full   •- 

follows :) 

Boston,  Augiui  l'.  '' 
Finance  Committee, 

United  States  Senate,  Washinytony  D.  C. 

Gentlemen:  I  appear  before  your  committee  on  behalf  of  the  National  >^»- 
tion  of  Glue  and  Gelatine  Manufacturers  in  reference  to  paragraph  39  of  H.  K  '- 
concerning  glue  and  gelatine. 

The  National  Association  of  Glue  and  Gelatine  Manufacturere  ie  an  aaBodatiot  -.-• 
ized  for  the  purpose  of  looking  after  the  general  welfare  of  theae  indostri^  .!.  *  ■ 
United  States  and  represents  approximately  90  per  cent  of  the  glue  and  i*uv. 
manufacturers  of  the  country. 

The  schedule,  as  applied  to  glue,  is  satisfactory  to  the  manufacturer  and  L- 
sidered  a  reasonable  protective  tariff  for  the  glue  industry. 

However,  the  schedule  as  applied  to  gelatin  is  unsatisfactory  (1)  in  conn"'  £ 
with  the  language  of  the  paragraph  and  (2)  the  rates. 

I  am  here  to  ask  your  committee  to  make  a  sesregation  between  gjue  and  ^-y  ' 
In  previous  tariff  bills — namely,  the  Payne-Aldrich,  and  to  a  leaser  extent  ii  * 
Underwood  bill — glue  and  gelatin  were  segregated   for  all  practical  pirpc*--* 
price  bracketing.    In  the  bill  which  you  have  before  you  there  is  no  pnce  hrn  i  * 
ing.    In  our  opinion  it  is  utterly  impossible  to  combine  these  two  inouslxiM  u  - ' 
one  bracketing  and  rate  and  afford  reasonable  protection  for  both.    Gelatin  u  lu: 
factured  in  entirely  separate  factories  from  glue.    The  cost  of  labor  per  p(^':r  ^ 
gelatin  is  approximately  four  times  that  of  the  cost  of  labor  per  pound  of  glut 
capital  investment  per  |>ound  of  gelatin  is  about  three  times  that  per  pound  nt  r- 

Accordingly  we  submit  the  following  paragraph  for  paragraph  3^: 

*  *  Par.  39 .  Glue,  and  glue  size,  20  per  cent  ad  valorem  and  1 J  centa  per  pound  a-: 
factures,  wholly  or  in  chief  value  of  glue,  casein  glue,  isinglaaB,  and  other  6A  ^'-'  * 
cleaned,  split,  or  otherwise  prepared,  and  agar  a^,  25  per  cent  ad  valorem.    «'''^"* 
conforming  to  United  States  pure  food  laws  specmcations,  20  per  cent  ad  valorMn  *: 
7  cents  per  pound.    Technical  gelatin,  gelatin  in  sheets,  or  otherwise,  with  pk}^  > 
qualities  to  show  a  solidified  jelly  in  mixture  of  1.8  grams  of  gelatin  to  100  « -' 
centimeters  of  water  at  42°  F.,  for  six  hours,  valued  above  30  cents  per  pound.  ^  ''*■ 
cent  ad  valorem  and  15  cents  per  pound.    Manufactures,  wholly  or  in  chief  ^*J~' 
gelatin,  35  per  cent  ad  valorem." 

The  above  paragraph  segr^tee  gelatin  from  glue. 

Gelatin  conforming  to  the  United  States  pure  food  laws  is  a  commodity  well  »:•  « 
to  our  customs  officials  and  no  confusion  can  arise  in  administering  the  tariff. 

The  bracketing  as  applied  to  technical  gelatin  which  sets  a  minimum  jelly  ^k^" 
is  such  that  it  includes  the  lowest  grade  of  technical  gelatin  mannfartuwd.    ^' 
gelatin  that  would  have  a  lower  jellving  capacity  than  mentioned  in  the  panr^  - 
would  be  classified  as  ^lue  and  woula  be  entitled  to  entw  as  such. 

The  fixing  of  a  minimum  jelly  standard  for  technical  gelatin  we  believe  a  ?:" 
and  practical  method  of  procedure  and  one  that  will  operate  without  diflicnltv. 

The  Tariff  Commission  has  given  the  question  of  segregation  of  glue  and  f -* 
consideration,  but  I  am  informed  that  this  segregation  was  not  reooauDfBdt^  . 
account  of  the  difficulty  of  writing  a  paragraph  tfao&t  would  have  practical  apph<m'-< 
I  have  discussed  this  matter  with  members  of  the  Tariff  Commianon  stall  ao>^  - 
are  familiar  with  our  ideas. 

Dr.  C.  R.  Smith,  of  the  United  States  Bureau  of  Chemistry,  who  has  apedahs"- 
gelatin,  can  undoubtedly  check  up  our  statements  in  reference  to  the  feaahtl: ' 
operation  of  a  minimum  jelly  strength  standard  for  technical  gelatin. 

In  reference  to  rates  applying  to  gelatin,  the  bill  as  it  stands  before  yoo  f'""*-^ 
a  rate  entirely  inadequate  for  proper  protection  of  the  gelatin  industry  of  thi*  o  -:' 
based  on  American  valuation.  To  substantiate  the  rates  that  we  aAk  for  io  <^  *- 
gested  paragraph,  the  following  information  is  placed  before  your  coaAimttcc 

In  the  manufacture  of  gelatin  to  conform  to  the  United  States  pure  food  U«*  - 
principal  elements  which  are  determining  factors  in  the  difference  oetwet'n  Eo*  '^ 
and  American  costs  are: 

1.  Difference  in  labor. 

2.  Difference  in  cost  of  chemicals  used  in  the  manufacture. 
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3.  Increased  interest  charges  on  capital  investments  to  comply  with  pure  food  laws. 
Referring  to  the  above  items  a  careful  investigation  of  these  cost  figures  has  been 
ade  both  in  this  country  and  in  Europe  and  the  ratio  based  on  gold  standard  is 
)proximately  4  J  to  1  at  the  present  time. 

To  confirm  our  position  further  we  quote  under  Exhibit  B  cable  quotations  received 
ugrust  9  giving  foreign  quotations  on  various  grades  of  gelatin  and  also  equal  quality 
American  make  with  the  present  American  selling  price. 

We  will  conclude  this  argument  on  pure-food  gelatin  by  a  statement  to  the  effect 
lat  the  price  of  gelatin  has  had  a  .very  severe  decline,  and  the  large  importations 
I ve  resulted  in  a  congested  market  condition  with  a  result  that  practically  every 
*latin  factory  in  the  country  at  the  moment  is  closed  down  with  great  uncertainty 
»  to  future  operations.  In  reference  to  the  volume  of  importations  we  refer  you  to 
xhibit  C,  Government  statistics,  which  figures  include  all  grades  of  gelatin. 

TECHNICAL  QBLATIN. 

Hiph-grade  technical  gelatins  are  practically  a  new  product  of  American  manu- 
lo t  u re .  Prior  to  seven  or  eigh t  years  ago  they  were  principally  prod uced  in  Germany , 
elgium,  and  France,  Germany  practically  monopolizing  the  industry. 

Lar^e  investments  have  been  made  to  promote  this  new  industry  in  th6  United 
tales. 

The  situation  in  the  technical  gelatin  branch  of  the  industry  can  well  be  compared 
>  the  situation  in  the  dye  industry.  Ninety  per  cent  of  the  high-grade  technical 
nlatin  product  in  Europe  is  controlled  by  a  German  syndicate.  Raw  material  is 
ought  for  the  various  factories  collectively,  and  the  product  is  sold  collectively, 
^'ith  the  American  competitors  of  this  syndicate  out  of  business,  the  Germans  would 
hen  have  the  field  entirely  to  themselves  as  heretofore. 

Based  on  the  above,  we  appeal  to  your  committee  for  adequate  protection  for  this 
lew  industry. 

In  reference  to  what  this  protection  should  be,  an  investigation  of  costs  in  Germany 
0  far  as  we  can  ^et  at  them  and  a  comparison  of  this  information  with  the  American 
»Pts  shows  a  ratio  based  on  gold  standard  of  approximately  5i  to  1. 

In  considering  the  rate  we  would  ask  you  to  give  attention  to  the  raw  material  which 
his  industry  consumes,  namely,  calf  heads  and  other  trimmings  from  calfskins.  With 
adequate  protection  the  industiy  will  continue  to  consume  this  material  at  prices 
Fell  above  what  the  material  brought  prior  to  the  establishment  of  the  enterprise  in 
his  country.  Attached  is  exhibit  marked  *  'D  "  setting  forth  the  principal  elements 
)f  difference  between  American  and  German  costs  of  manufacturing  technical  gelatin. 

We  would  ask,  therefore,  for  a  rate  of  20  per  cent  ad  valorem  and  15  cents  per  pound 
)n  technical  gelatin. 

In  conclusion  we  wish  to  call  the  attention  of  your  committee  to  the  fact  that  the 
*ates  we  have  asked  for  are  practically  the  rates  written  in  the  old  Pajoie-Aldrich  bill 
md  applying  to  gelatin  as  a  whole,  except  that  we  are  segregating  the  two  classes  of 
gelatin.  We  are  depending  on  the  American  valuation  system  which  has  been 
idopted  by  your  committee  to  take  care  of  the  foreign-exchange  conditions. 

I  wish  to  tiiank  your  committee  for  the  attention  given  me  in  this  matter,  and  if 
there  is  any  further  information  that  any  of  your  members  desire  in  giving  this  matter 
consideration  we  will  be  glad  to  lurnish  same. 
Respectfully,  yours, 

National  Association  of  Glue  and  Gelatine  Manufacturers, 
,   Vice  President. 

EXHIBFT    A, 

Comparison  between  European  and  American  costs  of  a  few  principal  elements  which  are 
determining  factors  in  the  difference  between  European  and  American  costs  of  manu- 
facturing gelatin  conformin>g  to  the  United  States  pure  food  laws. 


Euro- 
pean. 

United 
States. 

Interest  on  invested  capital , 

$0.0123 

.004S 

.omo 

lO.a'viS 

^honucals 

.0204 

uw .' 

.0S51 

Per  pound  of  gelatine 

.0351 

.1503 

Ratio,  4 J  to  1. 
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Wages  per  hour. 

Average  of  French,  German,  and  Belgian 

United  States 

The  American  figures  were  obtained  at  the  National  Gelatine  Manufacturer 
ing  held  in  Boston,  July  20,  1921.  The  foreign  figures  were  obtained  by  a 
representative  of  one  of  our  large  American  producers  of  gelatin. 

Exhibit  B.  ^_ 

Comparison  of  foreign  and  American  selling  prices  of  gelatine  of  equal  qualitti. 

quotations  received  by  cable  August  9,  19^1. 

Belgium  gelatine  quotation  (c.  i.  f .  New  York) 

Wholesale  American  gelatine  of  equal  quality 

H.  R.  7456,  par.  39:        Proposed  rate: 

C.  i.  f.  New  York 

20  per  cent  ad  valorem,  IJ  cents 

C.  i.  f .  New  York 

20  per  cent  ad  valorem,  7  cents 

French  gelatine  quotation  ( c.  i.  f .  New  York) 

Wholesale  American  gelatine  of  equal  qualitv 

H.  R.  7456,  par.  39: 

C.  i.  f .  N  ew  York 

20  per  cent  ad  valorem,  1 J  cents 

Proposed  rate: 

C.  i.  f .  New  York 

20  per  cent  ad  valorem,  7  cents 


Exhibit  C. — Gelatin  imports. 


Year. 


I 


Total 
pounds. 


1920  I I  2,  US.  S05 

19191 •147,S(>5 

June.  191S.  to  Jaiiua'-v.  1919 1  K,933 

.Fune.  1917,  lo  June,  ll^l^3 i  369, 115 

1910  to  1917  3 ;  97tH  920 

1910  to  I9H;  3 1  1.  r,.57.  Ofi.1 

1914  to  I91'»  ^ :  2,  70S.  3.")2 

1913  to  191 1 3 2. 439.  1 10 

191-»  to  1913  3 '  1,  0/v>,  940 

191 1  to  191:^  ' 701  .y49 

1910  to  191  M I  1.  :J27. 970 

1909  to  1910  ' ;  1. 239. 303 

1921.  : 

Januarv 113. 17s 

February 1  l.is.  6^3 

March. .". 123. 994 

April ■  13.").  mi 

Mav 1  299. 407 


4  ,.«^««^  ,  Sheet  and 

i .    

I 

$0.5327  I -I 

.5W05    

.4705  I 

.3626    

.3197    

.31-27    

.33S3  I 

.3149  il\.\y2 

.  25H.S  I        492.  m 

.I9:ji  I      44:.>:". 

.291)0  M.-'.^i 

.3141  I         3-.::i.' 


.  52.t1 
.  51 44 
.  5591 
.  42.36 
.  43'»9 


1  Calonriar  year. 

»  Un'lerwood  tarilT,  Oct. 

J*  Fiscal  year. 

i  J'ayne-Aldrich,  Alu'.  '>.  r»  '9 


lOlH   1921. 


to  ')ct.  :).  19i;i.  Dinirloy  tariff. 
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Exhibit  D, 

tntparison  between  the  principal  elements  ofdi/ference  hetireen  the  American  and  German 

costs  of  manvfacturing  high-grade  technical  gelatin. 


'  European 
'  manufao 
'luniipicost><. 


Arooricaii 

manufac- 

tiiriii"  coyts. 


•;vi.  ♦♦! ,  I'liel,  etc 

<*r»:n'-  .  PTpciise,  ere 

i.»"*!:ii{'alv 

.tf^  T 

m*ro-t  on  irive-'led  capifai. 


30. 0250 

iO,  O(57o 

.OftM 

.VC'i'y 

.  (x:5i 

.  0200 

.IM.V) 

.:ur.o 

.0201 

.09=>;i 

Per  poinul  of  hi?h-gra<ie  terhnh-al  polatiii. 


.KMIO 


?n;< 


ii  If  lo  i  •  approximately  '.\  to  1. 

Labor  in  United  States  in  this  inclustn'  is  apprd^imatcly  49  cents,  and  in  Ocnnany 
|)])roximately  7^  cents.  It  must  bo  remembered  that  lahor  is  one  of  the  principal 
t  -nis  of  cost  in  manufacturing  hifrh-g:rade  technical  gelatin. 

This  ratio  indicates  that  a  protection  of  35  cents  per  pound  is  rea8ona1)ly  adequate. 

The  American  figures  are  taken  from  the  cost  sheets  of  the  largest  American  pro- 
lu<t.T  of  high-grade  technical  gelatin,  and  the  cost  figures  represent  the  actual  cost 
)er  |;ound  of  high-grade  technical  gelatin. 

Th<'  foreign  figures  were  obtained  by  the  foreign  representative  of  one  of  our  largest 
Vnierican  producers  of  technical  gelatin. 

Senator  McCumber.  The  next  witness  will  be  August  Kochs. 

STATEMENT    OF   ME.    AUGUST   KOCHS,    PEESIDEHT   VICTOR 
CHEMICAL    WORKS,    FISHER    BUILDING,    CHICAGO,    ILL. 

Senator  McCumber.  Please  state  your  full  name,  business,  and 
atklress. 

Mr.  Kochs.  My  name  is  August  Kochs;  I  am  president  of  the 
Victor  Chemical  Works,  Fisher  Suilding,  Chicago,  111. 

Senator  Dillingham.  What  schedule  do  you  propose  to  address 
yourself  to  ? 

Mr.  Kochs.  To  paragraph  1,  schedule  1,  oxalic  and  formic  acids. 

W"e  have  appeared  before  the  Ways  and  Means  Committee,  and  we 
have  also  appeared  before  this  committee  a  few  days  ago  in  connec- 
tion with  the  extension  of  the  temporary  license  control.  So,  I  will 
try  to  avoid  repetition  of  what  I  nave  said.  There  is  a  little  new 
information  I  would  like  to  submit. 

Under  the  Payne- Aldrich  law  there  was  a  specific  duty  of  2  cents  per 
pound,  which  meant  40  per  cent  on  the  foreign  invoice  value  or  28 
per  cent  upon  the  American  valuation.  Under  the  Underwood  law 
there  was  a  specific  duty  of  2  cents  per  pound,  which  was  equivalent 
to  30  per  cent  on  the  foreign  invoice  or  22  per  cent  on  the  American 
valuation. 

Under  the  proposed  House  bill  we  are  given  a  duty  of  25  per  cent 
ad  valorem,  and  this  is  not  sufficient  to  keep  the  industry  alive. 

Under  neither  the  Payne-Aldrich  Act  or  the  Underwood  Act  was  it 
possible  for  the  industry  to  get  along.  Only  one  American  concern 
was  engaged  in  the  manufacture  of  oxalic  acid  at  that  time.  That 
was  the  American  Alkali  &  Acid  Co.,  of  Bradford,  Pa.  They  failed 
once,  and  then  they  organized  and  resimied,  but  according  to  their 
testimony  before  committees  of  Congress,  after  they  did  resume  they 
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lost  a  great  deal  of  money,  on  an  average  $100,000  per  vear  t»v.- 
years  1909  to  1914.  * 

The  consumption  in  the  prewar  years  of  oxalic  acid  was  10.«i»»  • 
pounds,  of  which  8,000,000  pounds  was  imported.     PracticjiL;  . 
these  importations  came  from  Germany,  and  the  competitioo  t. 
such  that  under  the  prevailing  duties  the  American  manufAr::-- 
could  not  get  along. 

In  Germany  they  have  two  large  factories  producing  this  pn<. 
which  were  supplying  practically  the  world.     There  are  some  sc*..  • 
factories — one,  I  think,  in  Norway,  one  in  France,  and  one  in  *  • 
many.     But  according  to  the  best  information  we  have — and  r  • 
given  in  Ullman's  Technolo^,  just  issued,  they  produced  ar 
24,000,000  pounds  of  oxalic  acid  per  annum,  and  thev  have  a  c<»nj-.- 
sales  arrangement  imder  which  tney  have  prospNerea. 

Senator  Watson.  How  much  do  we  consume  in  the  Unite<l  St;- 

Mr.  KocHs.  About  10,000,000  pounds.    The  consumption  at  pr- 
is  somewhat  difficult  to  tell,  because  the  importations  will  cun.' 
and  we  have  not  compared  notes.     I  should  say  that  we  starts 
this  business  in  1914  originally.     It  took  us  severid  years,  an-:  ■• 
finally  completed  the  plant  in  1917. 

Senator  WXtson.  Where  is  the  plant  ? 

Mr.  KocHs.  At  Chicago  Heights,  lU. 

Senator  Watson.  What  is  oxalic  acid  made  from  < 

Mr.  KocHs.  We  make  it  synthetically;  that  is,  we  make  ii  •> 
coal,  air,  and  water;  that  is,  theoretically.     The  raw  materials  - 
caustic  soda,  coal,  coke,  lime,  and  sulphuric  acid,  all  produced  *r.  *.  • 
country. 

Senator  Watson.  Do  you  employ  skilled  chemists  ( 

Mr.  KocHs.  Yes;  we  employ  a  number  of  skilled  cheniist>.  <•* 
oxalic  plant  probably  employs  about  10  men;  I  should  say  9  cL»  3  •  ■ 
and  about  4  or  5  chemical  engineers. 

Senator  Smoot.  Is  there  any  American  manufacturer  whose  pr  •  • 
is  now  one  being  used  by  Germany  ? 

Mr.  KocHS.  We  have  one.     We  have  the  Bitterfield  process,  ar  . 
believe  another  manufacturer  has  lately  cone  into  the  businf^^  " 
Niagara  Falls,  who  I  also  believe  uses  the  synthetic  procev*   '-* 
whether  he  uses  ours  or  the  sodium  sulphate  process 

Senator  Smoot  (interposing).  That  is  the  German  process  f 

Mr.  Kociis.  Both;  one  factory  uses  the  caustic  soda  process  and  * 
other  uses  the  sodium  sulphate  process. 

Senator  Watson.  How  much  do  you  produce? 

Mr.  Kociis.  We  did  produce  up  to  October  last  year  at  the  ml* 
2,000,000  pounds,  but  we  are  equipped  to  produce  t  the  riit^ 
5,000,000  pounds  per  annum. 

Senator  Watson.  There  is  but  one  factory  in  the  United  Sut*- 

Mr.  KocHs.  Two  more,  but  three  or  four  of  them  have  failed  t>  • 
started  since,  in  the  last  four  years;  tried  it,  and  when  the  arm.-*.. 
came  they  could  not  compete. 

Senator  Watson.  What  wages  do  you  pay? 

Mr.  KocHS.  Our  minimum  wage  to-iiay  is  37i  and  our  Avrri^ 
wage  is  55  cents. 

Senator  Watson.  Is  that  for  common  labor) 

Mr.  Kooiis.  That  includes  semiskilled  and  common  labor  r 
salaries  and  no  foremen;  it  includes  biweekly  men. 
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Senator  Watson.  Of  course  that  does  not  include  salaries  of 
tolled  men? 

Mr.  KocHS.  Oh,  no. 

Senator  Watson.  What  are  competing  wages  paid  in  the  country 
f  y o\ir  strongest  competition  ? 

Mr.  KocHS.  Practically  our  only  competition  is  from  Germany,  and 
he  vrages  there  are  40  to  50  cents  per  day,  as  against  our  $5.50  a  day, 
ind  that  is,  of  course,  a  matter  of  record. 

Senator  Watson.  How  much  capital  have  you  invested? 

Mr.  KocHS.  The  actual  capital  mvested  in  oiu:  oxalic  business  is 
nore  than  $600,000. 

Senator  Dilungham.  When  you  were  interrupted  you  had  begun 
I  statement  about  starting  your  business  in  1914? 

Mr.  KocHS.  Yes,  sir;  and  we  after  a  great  deal  of  trouble  got  our 
processes  nmning.  We  started  out  witn  a  thousand  pounds  a  day, 
instead  of  13,000  which  we  had  originally  figured  on.  But  we  got 
going;  we  went  along.  We  lost  money  m  1919,  after  heavy  losses 
prior  to  that,  more  than  $300,000  altogether.  But  we  made  a  little 
monev  in  1920 — we  made  about  $30,000  in  the  first  six  or  seven 
months  of  that  year.  Then  importations  came  from  abroad  and 
prices  were  constantly  cut  until  they  reached  a  level  in  October  of 
around  15  cents  a  pound,  and  our  costs  in  October  were  24  cents  a 
pound,  pf  course,  we  were  paying  higher  wages,  and  there  were 
various  other  factors  which  made  our  costs  in  last  October  24  cents 
B,  pound,  the  lowest  cost  we  had  obtained  up  to  that  time. 

We  were  obliged  to  close  down.  We  had  large  stocks  on  hand, 
and  we  could  not  move  them  at  anywhere  near  what  they  cost  us. 
On  January  1  we  went  down  to  18  cents  and  we  could  not  sell  them 
for  that,  and  along  about  May  we  were  put  on  the  controlled  list, 
under  the  emergency  tariff  act,  and  we  immediately  started  up  our 
factory  again  and  accomplished  in  Jime^  a  cost  of  17  cents  a  pound. 

That  cost  is,  direct  labor  6.4  cents  per  pound;  raw  materials  7  cents 
a  pound;  factory  operation  1.1  cent  a  pound;  transportation,  ware- 
housing and  administration  expense,  2.5  cents  per  poimd. 

Senator  McCumbek.  You  have  that  in  the  record  already,  in  the 
hearing  on  the  chemicals.  I  notice  here  that  you  had  a  statement 
filed,  I  think,  by  Mr.  Jones  on  two  sections,  one  being  on  oxalic 

acid,  and  you  are  practically  covering  the  same  thing  now,  that  you 

covered  in  that  testimony,   and  are  practically  giving  the  same 

testimony  twice  in  the  record. 
Mr.  KocHS.  I  do  not  mean  to  do  that.     I  will  just  conclude,  then, 

by  making  the  recommendations  which  are  not  included  in  there. 
This  was  not  included:  According  to  the  latest  chemical  market 

reports  issued  in  Germanj^  on  July  16  the  price  of  oxalic  acid  on  that 

date  was  13i  marks,  which  figures  the  equivalent  of  7.62  cents  a 

pound.    On  the  same  day  the  price  at  Liverpool  was  15  cents  a 

pound  in  our  money,  figured  at  the  rate  of  exchange  at  3.60;  that 

shows  a  difference  of  about  8  cents  a  pound,  which  is  due  to  the 

embargo  England  has  against  German  oxalic  acid. 
Senator  Walsh.  State  how  much  you  want  this  rate  ? 
Mr.  KocHS.  We  suggest  on  oxalic  acid  that  in  addition  to  the  duty 

^i  25  per  cent,  which  is  now  provided  for  in  the  House  bill,  that  we 

be  given  a  specific  duty  of  6  cents  per  pound, 
rmight  sav  that  we  ask  this  to  equalize  the  labor  cost,  and  that  is 

practically  all  we  ask. 
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Senator  Walsh.  Can  you  give  us  a  practical  illustration  nf  • 
that  would  work  out  ? 

Mr.  KocHS.  Yes,  sir.     The  German  price — because  that  is  w'tit*  • 
have  to  take,  that  is  our  competition — is  $7.62,  and  that  beiar  " 
published  quotation  undoubtedly  it  includes  profit.     Oxalic  ar;  i  • 
day  is  sold  at,  taking  the  highest  price,  18  cents  a  pound.     >«•  • 
25  per  cent  ad  valorem  woula  be  4|  cents  per  pound.     After  th.--  . 
cents  per  100  pounds  for  transportation  from  abroad — that  is  th*  - 
actually  quoted  now — ^makes  a  total  of  12.37.     Now,  the  sp^'ili^  •: 
we  ask  would  bring  that  price  up  to  17.37,  or  our  cost. 

Senator  Watson.  Do  you  need  that  additional  rate,  und»r  • 
American  valuation  ? 

Mr.  KocHS.  Yes,  sir;  in  other  words,  as  I  have  just  demonstra* 
that  will  bring  the  German  price  up  to  our  cost. 

Senator  Walsh.  The  specific  duty  is  more  than  the  ad  val«»>  ■ 
duty  ? 

Mr.  Kocns.  In  this  case,  yes,  sir. 

Senator  Simmoxs.  You  spoke  a  little  while  ago  about  the  Br- 
embargo. 

Mr.  Kocns.  Yes,  sir. 

Senator  Simmons.  Have  you  that  law? 

Mr.  KocHS.  No,  sir;  and  1  only  know  about  that  from  what  I  h 
read  in  the  hearings.     But  what  is  significant  to  me  and<ha<  b- 
for  months  past  is,  in  watching  these  Quotations,  that  the  Er;r  - 
quotations  on  oxalic  acid  were  a  great  deal  higher  than  the  G»*m 

; [notations,  and  that  could  only  be  if  Germany  was  shut  o»j: 
England. 

Senator  Simmons.  I  asked  vou  that  question  because  it  has  >* 
stated  to  me  that  the  English  embargo  contains  a  provision  w. 
limits  the  possible  profit  on  the  English  price,   and  recjuin^  • 
manufacturer  to  make  an  exhibit  showing  what  his  profits  anv 

Mr.  Kociis.  That,  Senator,  we  have  done  right  here,  and  w**  .  - 
doing  it  now  under  the  emergency  tariff  act.     We  have  rep*  **• 
voluntarily,  but  if  you  would  like   to  have  the  information    ^ 
reported  to  the  Secretarv  of  the  Treasury  our  cost  of  pniKlu*"' 
gomg  into  minute  detail  in  each  item.     That  was  done  to  -:    * 
that  our  price  of  18  cents  a  pound  was  a  reasonable  price.  an<' 
course,  it  was  reasonable,  because  it  was  practically  witnout  pn»^' 

Senator  Walsh.  In  order  to  protect  you  under  the  German  %  al* 
tion  plan  you  would  have  to  get  150  per  cent  duty  i 

Mr.  KocHs.  Only  100  per  cent  duty.     Let  us  say  7.62:  an*! 
there  is  transportation,  and  I  figure  it  about  100  per  cent  on 
foreign  value  plan. 

Senator  Simmons.  That  is  on  the  ^\jnerican  valuation  ? 

Mr.  KocHS.  Oh,  no;  on  the  German  valuation.  On  the  Amen*  ■■' 
valuation  an  ad  valorem  duty  of  50  per  cent  would  be  neceasArj  ." 
order  to  get  the  same  result. 

Of  course,  gentlemen,  you  understand — that  is,  without  repeat:*^ 
myself — that  tnis  industry  has  struggled  to  live  for  15  or  ISyeat^i*  • 
never  has  been  able  to  do  so.  It  is  an  important  industry.  Pei-r  • 
have  fallen  by  the  wayside  who  tried  it,  and  we  are  really  stniggiiv 
for  our  life. 

Senator  Simmons.  If  50  per  cent  would  do  for  you,  why  do  y*' 
not  ask  for  50  per  cent  instead  of  asking  for  this  pound  duty ! 


» * 
♦  • 
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Mr.  KocHS.  I  would  just  as  soon  do  that,  or  I  would  ask  for  a 
orific  duty  of  10  cents  a  pound,  as  we  did  in  the  House;  either  way 
11  do  it. 

Senator  McCumber.  Your  time  is  up. 
Mr.  KocHs.  May  I  have  just  a  few  words  more  ? 
Senator  McCumber.  Very  well. 

Mr.  KocHS.  In  regard  to  formic  acid,  I  just  want  to  put  into  the 
cord  that  our  labor  cost  is  5.07 ;  our  materials  cost  is  9.44 ;  our  factory 
ipense  is  2.27;  our  sales,  transportation,  warehousing,  and  ware- 
fusing  expenses  1.50.     That  is  a  total  of  18.28. 
Senator  Simmons.  What  do  you  make  the  German  labor  cost? 
Mr.  KocHS.  On  that  I  have  not  the  figures.     But  the  formic  acid 

made  from  the  same  intermediate  as  the  oxalic  acid,  namely,  for- 
late  of  soda,  which  we  also  produce;  and  wo  ask  that  the  same  rates 
'  duty  be  permitted  to  apply  to  formic  acid  as  they  do  to  oxalic  acid. 

There  is  just  this  in  comparison  with  Germany:  I  figure  that  our 
ibor  cost  5.07:  the  cost  of  labor  in  our  raw  materials,  5.40;  that 
lakes  10.47  as  the  total  cost  of  labor,  and  the  record  shows  the 
remian  labor  cost  is  one-tenth  of  our  cost.  Then  we  should  have 
n  the  face  of  this  thing  the  same  duty  that  we  asked  for  on  oxalic 
cid,  25  per  cent  ad  valorem  plus  5  cents,  or  50  per  cent  ad  valorem, 
r  a  specific  duty  of  10  cents  a  pound. 

Senator  Simmons.  Were  you  figuring  upon  the  daily  wage  rate  in 
iermany? 

Mr.  itocHS.  The  daily  wage  rate  of  40  marks  a  day,  using  the 
igures  that  were  gotten  by  the  Ways  and  Means  Committee,  and 
aking  the  prevailing  rate  of  exchange. 

Senator  McCi^iber.  One  of  the  Senators  desires  to  know  what 
oxalic  acid  is  used  for. 

Mr.  KocHS.  That  is  explained  in  the  statement  previously  filed 
vith  the  committee  requesting  temporary  continuance  of  license 
'ontrol  over  sjmthetic  organic  chemicals,  by  our  attorney,  Mr.  W. 
Parker  Jones. 

The  Chairman.  We  will  next  call  Mr.  Mathew  Adgate. 

STATEMENT  OF  MR.  MATHEW  ADGATE,  NAUGATTJCK  CHEM^ 

ICAL  CO.,  NATIGATUCK,  CONN. 

The  Chairman.  Please  state  your  full  name,  residence,  and  whom 
YOU  represent. 

Mr.  Adgate.  My  name  is  Mathew  Adgate,  Naugatuck,  Conn.;  I 
represent  and  am  vice  president  of  the  Naugatuck  Chemical  Co. 

I  am  appearing  here  with  reference  to  two  articles  named  in  para- 
graph 2  of  schedule  1,  and  to  protest  against  the  high  rates  of  duty 
proposed  on  acetaldehyde  and  paracetaldehyde  for  the  following 
reasons : 

Neither  acetaldehyde  nor  paracetaldehyde  are  now  made  in  the 
United  States  in  commercial  quantities,  as  was  proved  by  a  recent 
investigation  which  we  were  compelled  to  make  as  to  sources  of 
supply  in  this  countrj^,  which  investigation  revealed  the  fact  that 
even  so  small  a  quantity  as  1  ton  per  week  could  not  be  obtained. 

Acetaldehyde  and  paracetaldehyde  are  made  from  acetylene, 
which  in  turn  is  made  from  calcium  carbide.  It  is  quite  evident  that 
the  duty  proposed  in  paragraph  2  would  give  a  monopoly  on  these 
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products  to  the  concern  which  already  has  a  monopoly  on  cal-   . 
carbide,  and  will  probably  result  in  such  high  prices  as  to  thr  ' 
the  uses  of  these  materials  which  have  to  compete  with  otlier  *. 
hydes  such  as  formaldehyde. 

There  is  no  need  of  a  high  duty  on  acetaldehvde  or  paraceta. . 
hyde  to  secure  protection  ft'om  German  competition,  as  the  n*'  - 
of  these  substances  is  such  as  to  make  impracticable  the  traosp  'r 
tion  of  same  across  the  water. 

Within  the  last  18  months  we  have  invented  new  products  tt^ 
in  the  manufacture  of  rubber  goods,  using  acetaldehvde  «>r  pj- 
cetaldehyde  as  a  starting  point.    These  new  products  are  just  r^  • 
introduced,  so  that  our  present  consumption  of  paracetaidehy*;- 
only  a  small  part  of  what  our  ultimate  consumption  is  likely  :*•  * 

Erovided  this  material  can  be  obtained  at  a  reasonable  prir«*.     - 
owever,  the  cost  is  increased  by  the  figure  indicated  on  the  ;•• 
posed  duties,  it  will  make  the  price  of  our  product  so  high  as  t« 
without  advantage  for  use  in  the  rubber  industry. 

We  believe  that  a  rate  of  duty  substantially  as  at  present,  nair.- 
15  per  cent  ad  valorem,  will  prove  ample  protection  for  any  Amer. 
industry  which  may  wish  to  go  into  the  manufacture  of  acetL. . 
hyde  or  paracetaldehyde,  as  tne  entire  foreign  competition  wii'    - 
with  Canada  and  not  with  Europe.     This  rate  of  duty  will  all-  r 
some  revenue,  whereas  the  proposed  rate  will  yield  none  wLac- 
ever. 

Senator  Walsh.  There  is  none  produced  in  this  country  t 

Mr.  Adgate.  There  has  been  a  small  quantity  of  acetaldeL;.-. 
produced  in  this  country,  experimentally.  Paracetaldehyde  .- 
oeen  produced  only  for  medicinal  purposes. 

Senator  Walsh.  Why  shouldn't  they  be  allowed  on  the  free  .  • 
if  none  is  produced  in  this  country  ? 

Mr.  Adgate.  I  assume  we  need  revenue. 

Senator  Walsh.  That  is  the  only  ground  we  should  consider.  *■ 
not  the  duty  at  all  ? 

Mr.  Adgate.  Yes. 

Senator  Walsh.  How  much  is  consumed  in  this  country  i 

Mr.  Adgate.  I  am  not  up  on  those  figures.  Our  own  consumpti-  - 
as  I  stated,  is  relatively  small  at  the  present  time  because  wr  i: 
introducinga  new  product. 

Senator  Watson.  Is  this  a  by-product  of  calcium  carbide  mar 
f acture  ? 

Mr.  Adgate.  No.     It  might  be  considered  so,  but 

Senator  Watson.  You  stated  a  while  ago  that  somebody  hs^  . 
monopoly  on  calcium  carbide. 

Mr.  Adgate.  I  suppose  it  is  the  Union  Carbide  Co.,  is  it  not  ? 

Senator  Watson.  I  do  not  know.    I  am  asking  you. 

Mr.  Adgate.  That  is  what  I  understand. 

Senator  Walsh.  Who  asked  that  this  be  put  in  the  bill  I 

Mr.  Adgate.  I  assume  that  they  did.     I  do  not  know. 

Senator  McCumber.  Did  I  understand  you  to  say  that  we  r\.^ : 
not  import  this  from  abroad  ? 

Mr.  Adgate.  It  would  be  impracticable,  for  this  reason:  Acetal'ir- 
hyde  is  a  body  which  has  a  boiling  point  of  about  70  degrees  Farr: 
heit,  and  it  is  highly  volatile,  so  &at  it  is  practically  impossible  u 
ship  it  now,  except  in  solution  form  or  in  compress  gas  iank^    Pa:- 
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cetaldehyde  can  be  shipped  for  reasonable  distances,  provided  it 
5  not  subjected  to  prolonged  moderately  high  temperatures. 
Senator  Watson.  What  is  this  acetaldehyde  made  of  ? 
Mr.  Adgate.  Acetaldehyde  is  made  from  acetylene. 
Senator  Watson.  Acetylene  ? 
Mr.  Adgate.  Yes. 

Senator  Watson.  And  paracetaldehyde  is  the  same  except  that 

Mr.    Adgate    (interposing).  It  is   the   condensation   product   of 
icetaldehyde. 
Senator  Watson.  Yes.     What  are  they  using  that  for  ? 
Mr.  Adgate.  They  are  used  for  various  things. 
Senator  Watson.  What  do  you  use  them  for? 
Mr.  Adgate.  We  use  it  in  making  certain  condensation  products 
with  amines. 
Senator  Watson.  What  do  you  use  amines  for? 
Mr.  Adgate.  It  is  used  in  the  rubber  industry. 
Senator  Watson.  You  say  that  none  of  either  of  these  products 
is  made  in  this  coimtry  ? 

Mr.  Adgate.  Only  m  an  experimental  way  or  for  medicinal  pur- 
poses. 
Senator  McLean.  Are  they  difficult  to  manufacture  ? 
Mr.  Adgate.  I  do  not  know  that  they  are  particularly  difficult  to 
manufacture.     It  is  a  new  industry. 

Before  the  eighteenth  amendment  went  into  effect  there  was  more  or 
less  acetaldehyde  produced  by  the  alcohol  distilleries,  but  there  was 
no  market  for  the  material  at  that  time,  and  it  was  either  allowed  to 
escape  or  it  was  burned  under  the  boilers. 

Senator  McLean.  It  is  not  a  complex  and  complicated  chemical 
process,  but  a  rather  simple  one,  is  it  not  ? 

Mr.  Adgate.  I  should  judge  so,  although  I  believe  there  are  some 
features  that  are  covered  by  patents. 

Senator  Walsh.  If  there  is  none  of  either  of  these  products  pro- 
duced in  this  country,  how  can  you  fix  a  duty,  considering  the 
American  valuation  ? 

Mr.  Adgate.  I  do  not  know,  except  on  the  basis  of  the  values  that 
exist  to-day. 
vSenator  Walsh.  You  could  not  get  any  quantities  in  America  ? 
Mr.  Adgate.  We  are  buying  the  stuff  from  an  American  concern. 
Senator  Walsh.  You  are  ? 

Mr.  Adgate.  And  they  in  turn  import  it  from  Canada. 
Senator  Watson.  I  am  told  that  the  Union  Carbide  people  have 
two  factories,  one  in  Ontario  and  one  in  Sault  Ste.  Marie.     Perhaps 
you  get  yours  from  one  or  the  other  of  these  plants. 

Mr.  Adgate.  It  comes  from  the  Canadian  Electrolytic  Corpora- 
tion. 
Senator  Dillingham.  What  amount  do  you  use  in  a  year? 
Mr.  Adgate.  At  present  we  are  consuming  at  the  rate  of  from 
50  to  55  tons  per  year,  but  we  hope  to  increase  that  quantity.     We 
are  figuring  on  at  least  doubling  it. 
Senator  McLean.  Do  you  iise^it  to  manufacture  footwear? 
Mr.  Adgate.  Not   particularlv   footwear.     I    am   not    a    rubber 
chemist,  and  I  am  not  very  well  posted  on  that  line,  but  I  do  know 
that  this  product  which  we  make  is  made  in  compounding  certain 
classes  of  rubber  goods. 
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Senator  McCl^i^er.  Is  that  all  you  desire  to  say  i 

Mr.  Adgate.  Yes;  that  is  all. 

Senator  McCumber.  The  next  witness  will  be  Don  B.  Mc<.1ou«i 

STATEMENT    OF    DON    B.    McGLOUD,    EEPSESEHTIM6    Til 
GAS  PRODUCTS  ASSOCIATION,  CHICAGO,  ILL. 

Mr.  McCloud.  The  association  that  I  represent  is  conapt*^"! 
oxygen  manufacturers  located  in  21  States  of  the  Union.  T. 
names  appear  on  this  list  which  I  would  like  to  have  made  a  pir' 
the  recora. 

(The  list  referred  to  is  as  follows:) 

Cnli/omm. — California  Compressed  Gas  Co.,  Los  Angeles;  California  Cvm:' - 
Gas  Co.,  Oakland. 

Colorado. — Colorado  Compressed  Gas  Co.,  Denver. 

Georgia. — Standard  Gas  Products  Co.,  Atlanta. 

Illinois. — Acme  Oxygen  Co.,  Chicago;  Burdett  Oxygon  &  llydmcon  C,. .  i  : 
Electrox  Co.,  Peoria;  National  Oxygen  Co.,  Chicago;  Swift  &  ('o.,  Chirairt) 

Indiana. — Indiana  Oxygen  Co.,   Indianapolis;  Ix>gansport  Oxygen  <  o  .   I--.-. 
port. 

ImtKi. — Bettendorf  Oxygen  Hydrogen  Co.,  Bettendorf. 

Kentucky^ — Kentucky  Oxygen  &  Hydrogen  Co.,  Louisville. 

Manitoba. — Aut-o-Lite  Gas  Co.  (Ltd.)^  Winnipeg. 

Michigan. — Burdett  Oxygen  Co.  of  Detroit,  Detroit,  Mich.;  Ox-Hydri*'  C**.,  M 
gon;  National  Oxygen  &  Ma'hinery  Co.,  Detroit. 

Minnesota. — (Commercial  Gas  Co.,  Minneapolis. 

Missouri. — ^Oxygen  Gas  Co.,  Kansaj  City  (to  plants  in  Kaa-a-  City  ;  Sr.   ! 
Oxygen  Co.,  St.  Loui^. 

ifontatia. — Mountaineer  Wolders*  Supply  Co.,  Butte. 

Nebraska. — The  Balbark  (-o.,  Omaha. 

OAio.— Clark  (^hemical  Co.,  Wicklirfe;  Ga.s  Product^  Co.,  Columl>iw;  Ohi  ►  EI-  - 
tic  Oxygen  Co.,  Cincinnati. 

Oklahoma. — Burdett  Oxygen  Co.  of  Oklahoma,  Oklahoma  City. 

Oregon. — Portland  Oxygen  &  Hydrogen  O).,  Portland. 

rentwflvani'i. — Burdett  Oxygen  Co.,  Philadelphia  (plants  at  Che»t«»r  and  ^ 
town);  Burdett  Oxygen  &  Hydrogen  Co.,  Pitt->hurgh,  Pa.;  National  <.>xyjc«*a 

Tennessee. — Burdett  Oxygen  (^o.,  Chattanooga. 

Texas. — Burdett  Oxygeii  C'o.  of  Texas,  Fort  Worth;  Magnolia  Gub  Pnxi>*it' 
Houston. 

Utah. — Utah  Compressed  Gas  Co.,  Salt  Lake  City;  Whitmore  Oxygen  Co .  J^*l:  I- ■ 

City. 

Washington. — Washington  Compressed  Gas  (^o.,  Seattle. 

WisconMn. — Universal  Oxygen  Co.,  Sheboygan;  Wisconsin  Oxyg»»n  Jc  H>.'' 
Co.,  Kenosha. 

British  Columbia. — C-ompressed  Gas  Co.  (Ltd.),  Vancouver. 

There  are  40  oxygen  plants  organized  in  this  asaociation.    ^^ 
manufacture  oxygen  by  what  is  known  as  the  eleetrolytir  pnnv- 
Each  of  these  plants  is  a  conparatively  small  plant  as  oxygen  plftn*- 
go;  most  of  them  are  local  institutions. 

Oxygen  is  used  in  the  trade  with  acet3^1ene  in  the  oxvtfetjW' 
process  of  welding  and  cutting  metals.     In  other  words,  all  our  rt-^- 
tomers  who  use  oxygen  must  have  acetylene  to  do  buaness  with. 

Senator  Smoot.  You  are  interested,  too,  in  calcium  carbide f 

Mr.  McCloud.  Yes;  that  is  where  our  interest  in  calcimn  cari'**' 
comes  in.  The  Union  Carbide  Co.  is  also  a  large  producer  of  oxvjpr 
in  the  United  States.  They  make  oxygen  by  a  different  procos  ifeAi 
we  do,  and  there  is  the  keenest  of  competition  in  the  oxygeii  fieU- 

There  are  approximately  150,000  tons  of  calcium  carbide  nwH  •" 
the  United  States  annually.    Of  that  amount  approximately  13.«»«' 
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>iis  is  imported  from  Canada.  Eighty  per  cent  of  this  amount  used 
1  this  country  is  manufactured  and  sold  by  the  Union  Carbide  Co. 
One  of  the  other  subsidiaries  of  the  Union  Carbide  &  Carbon  Cor- 
oration,  which  has  a  string  of  acetylene  plants  in  the  country,  is 
lie  Prest-O-Lite  Co. 

Here  is  the  situation:  Our  oxygen  customers  go  to  the  Prest-0- 
iit^  Co.  to  get  acetylene.  The  rrest-O-Lite  Co.,  as  I  have  said,  is  a 
»art  of  the  Union  Carbide  Co.  If  this  tariff  is  put  on  carbide,  it  will 
►e  impossible  for  the  Canadian  Carbide  Co.  to  send  any  into  this 
ouiitry.  There  will  not  be  any  brought  in.  That  will  give  the  Union 
i'arbide  Co.  a  chance  to  dictate  an  acetylene  policy,  and  we  will  run 
ip  against  that  in  competing  for  the  oxygen  trade. 

Several  of  our  members  have  already  started  acetylene  plants 
><*cause  their  customers  demand  acetylene  and  oxygen,  and  it  they 
•an  not  get  acetylene  from  the  Prest-i)-Lite  Co.  we  have  to  fumisn 
t  to  them.  We  want  a  source  of  acetylene,  so  that  we  can  go  to  a 
nan  and  say,  *'Here,  if  the  Prest-O-Lite  Co.  will  not  furnish  you 
ivith  acetylene  we  will  build  a  plant  and  make  acetylene  ourselves; 
we  will  have  a  carbide  supply  always  available,"  whereas  if  this  tar- 
iff goes  into  effect  we  shall  be  in  the  position  of  having  to  depend  on 
our  competitors  in  the  oxygen  business  for  our  supply  of  carbide. 

1  tliink  that  it  is  against  the  policy  of  American  business  to  foster 
monopoly,  and  this,  gentlemen,  is  what  it  will  amount  to.  There  is 
no  nicmopoly  in  the  oxygen  business  yet.  Our  plants  were  started 
larcrely  during  the  war  and  in  the  few  years  preceding  the  war. 

We  have  hydrogen  as  a  by-product.  Great  quantities  of  hydrogen 
were  sold  to  the  Government  during  the  war.  A  great  deal  is  now 
wasted.  Our  revenue  comes  from  oxygen.  We  can  not  sell  oxygen 
unless  there  is  a  supply  of  acetylene  to  go  with  it,  and  for  that  reason 
we  request  your  honorable  body  to  keep  carbide  on  the  free  list.  It 
has  been  on  the  free  list  for  the  past  seven  years,  during  which  time 
the  price  of  carbide  has  risen  from  $70  to  approximately  $100  per  ton. 
The  Canadian  carbide  people  do  not  come  into  this  country  and 
undersell  the  Union  Carbide  Co.  Their  manufacturing  costs  are 
practically  the  same  as  ours.  Their  freight  rate  is  more  because  the 
plants  are  located  further  from  the  carbide  market  than  are  those  of 
the  l^nion  Carbide  people. 

(^arbide  is  used  in  railroad  shops  for  boiler  works,  garage  machine 
shops,  and  so  on.  All  these  and  similar  industries  use  acetylene. 
Farmers  use  it  for  lighting  purposes  in  rural  homes.  However,  that 
is  not  what  we  are  so  much  interested  in.  What  we  are  looking  for 
is  to  protect  our  oxygen  business. 

Carbide  is  manufactured  in  Germany.  There  has  been  a  scare 
about  German  carbide  flooding  this  country.  Gentlemen,  the  car- 
hide  that  is  made  in  Germany  is  an  inferior  product  as  compared 
with  the  carbide  made  in  the  United  States.  Carbide  is  made  from 
^Mial  and  lime  principally,  and  it  is  fused  in  an  electrolytic  furnace. 
A  poor  quality  of  coal  makes  a  poor  quality  of  carbide,  and  since 
Ciennan  coal  is  poor,  their  carbide  must  necessarily  be  poor. 

The  German  carbide  is  packed  in  cans  with  the  tops  soldered  on 
thi^ra.  They  have  to  be  cut  open.  American  carbide  comes  in  cans 
with  screw  tops.  The  American  manufacturers  will  not  use  the  Ger- 
man carbide.  In  the  first  place,  it  is  an  inferior  product,  as  I  have 
already  said.     They  would  have  to  use  20  per  cent  more  German 
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carbide  than  American.     The  supply  would  not  be  as  ro^lar  »•  * 
supply  of  either  the  American  carbide  or  the  Canadian  carbide.    T 
fact  that  there  has  been  no  German  carbide  imported  into  this  roui    • 
in  the  last  seven  years,  when  it  was  on  the  free  list,  speaks  for  it- 
The  fact  that  the  tJnion  Carbide  Co.  has  built  up  an  enormous  orj- 
zation  and  has  accumulated  a  capital  of  over  $300,000,(KM1  duiinj  • 
tinae  that  cai'bide  was  on  the  free  list,  speaks  for  itself  and  t«ni»  • 
show  that  the  Union  Carbide  Co.  does  not  need  protection. 

Senator  Dillingham.  Does  this  bill  change  the  status   <if  t 
products  ? 

Mr.  McCloud.  This  bill  provides  for  a  duty  of  2  cents  p4»r  p* 
on  calcium  carbide,  which  will  exclude  the  Canadian  carbido. 

Senator  Dillingham.  What  paragraph  is  that  ? 

Mr.  McCloud.  Paragraph  15. 

Senator  Watson.  It  is  1  cent  per  pound. 

Mr.  McCloud.  Yes.     I  was  mistaken. 

Senator  Watson.  You    say    they    have    built    up    a    capitii" 
$300,000,000  in  the  manufacture  of  carbide  ? 

Mr.  McCloud.  Not  that  alone,  but  oxygen,  acetylene,  and  carhi  •• 
for  the  purpose  of  welding  and  cutting. 

Senator  Watson.  How  long  have  they  been  operating  ? 

Mr.  McCloud.  The  Union  Carbide  &  Carbon  Corporation,  whir: 
a  consolidation  of  these  various  interests,  was  incorporated  on  Xt>v»f.  - 
ber  1,  1917. 

Senator  Watson.  And  they  operate  at  Sault  Ste.  Marie  f 

Mr.  McCloud.  They  operate  at  vSault  Ste.  Marie,  where  the\  •''^• 
the  power  company.     They  also  have  a  plant  at  Niagara  Faifc. 

Senator  Watson.  Does  anybody  else  make  it  in  the  Tnitetl  Sut- 

Mr.  McCloud.  The  other  calcium  carbide  manufacturers  an»  ■ 
American  Carbolite  Co.,  with  works  at  Duluth,  Minn.;  the  Gas  Ti*  • 
Recharging  Co.,  at  Keokuk,  Iowa;  the  National  Carbide  Co.,  Ivart  •• 
Va.;  and  the  Farmers'  Standard  Carbide  Co.;  Plattsbui^,  X.  Y. 

Senator  Watson.  What  per  cent  of  the  output  doe*  the  It 
Carbide  Co.  make  ? 

Mr.  McCloud.  Approximately  80  to  85  per  c^nt.     These  smmi  ■  * 
concerns  can  take  care  of  their  own  territory. 

Carbide  is  largely  dependent  upon  the  combination  of  certain  ♦ 
ments.     In  the  nrst  place,  there  must  be  cheap  power.     In  the  ^*5ei- 
place,  there  must  be  coal  of  good  quality  and  liine  available.    V  ■ ' 
the  freight  rates,  of  course,  have  considerable  bearing  upon  the  seli--  : 
price. 

For  instance,  the  Gas  Tank  Recharging  Co.,  at  Keokuk.  1»«^«  *  - 
supply  their  territory.     They  can  undersell  the  Union  Carbide  r«' 
their  territorv,  but  the  Gas  Tank  Recharging  Co.  can  not  >upr» 
carbide  for  the  string  of  acetylene  plants  sucn  as  my  organu»'i- 
would  have  to  put  up  in  half  of  the  States  of  the  Union  if  we  wjin** ' 
to  go  into  the  business  on  a  large  scale. 

Senator  Watson.  You  have  more  than  one  factory  whcrp  }  • 
manufacture  acetylene  gas,  haven^t  you  ? 

Mr.  McCloud.  There  are  approximately  52  acetylene  plants  lo^ii: 
in  all  parts  of  the  country.  Of  those  52,  25  are  controlled  hy  * 
Union  Carbide  Co. 

Senator  Watson.  Do  you  mean  of  the  institutions  that  anr  in*"  ■ 
f acturing  this  acetvlene  gas  ? 

Mr.  Mcf'LouD.   Yes. 
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Senator  Watson.  Can  you  buy  your  calcium  carbide  anywhere 
cept  from  one  of  these  factories  ?  I  suppose  you  must  buy  largely 
>m  the  Union  Carbide  factory  ? 

Mr.  McClolt).  Practically,  yes;  and  the  Canadian  Carbide  Cor- 
^ration.  It  is  part  of  the  Shawinigan  Products  Corporation.  There 
a  great  deal  of  American  capital  in  that  corporation.  There  has 
•en  very  clean  competition.  There  has  been  no  price  slashing  and 
>  ruthless  price  cutting  on  the  part  of  the  Canadian  interests. 
Senator  Walsh.  How  much  has  the  calcium  carbide  sold  for  ? 
Mr,  McClolt).  $100  per  ton. 

Senator  Walsh.  So  it  is  proposed  to  make  the  tariff  50  per  cent, 
hich  would  make  it  $150? 
yir.  McCloud.  No;  20  cents,  making  it  $120.. 
Senator  Smoot.  That  would  make  it  forty. 

Mr.  McCloud.  Yes.  One  cent  a  pound  would  make  it  $20  a  ton. 
ou  can  see  that  that  would  excluae  the  Canadian  carbide.  There 
ill  be  no  revenue  from  that,  because  none  will  be  impprted. 
Senator  Walsh.  During  the  time  that  these  products  have  been 
a  the  free  list  these  companies  have  increased  their  capital  and 
ave  prospered? 

Mr.  McCloud.  During  the  time  this  has  been  on  the  free  list  the 
Jnion  Carbide  Co.  has  been  paying  dividends.     I  have  a  list  of  some 
f  the  dividends  they  are  reported  to  have  paid. 
Senator  Walsh.  Let  us  have  those. 
Mr.  McCloud.  In  1905 

Senator  Sutherland  (interposing).  When  was  that  company  or- 
:anized?     I  do  not  mean  the  consolidated  one,  but  the  original  one. 

Mr.  McCloud.  Around  1900.     I  am  not  positive  of  that. 

Senator  Walsh.  Do  they  make  anythmg  else  besides  calcium 
:arbide  ? 

Mr.  McCloud.  The  Union  Carbide  Co.  make  calcium  carbide,  the 
3x-weld  Acetylene  Co.  make  acetylene,  the  Linde  Air  Products  Co. 
nake  oxygen,  and  the  Ox- weld  Railroad  Service  Co.  make  apparatus. 
4.11  those  and  other  companies  are  merged  into  the  Union  Carbide 
&  Carbon  Corporation.  Ours  are  little  oxygen  plants,  each  one  rep- 
resenting approximately  all  the  way  from  $100,000  to  $250,000  of 
nvestments.  These  have  sprung  up  as  local  propositions.  There 
are  four  in  Chicago,  there  is  one  in  St.  Louis,  and  there  is  another  in 
3an  Francisco.  rracticaJly  everj^  community  has  stuck  away  in  it 
a  little  oxygen  plant,  which  is  an  independent  plant. 

vSenator  Watson.  What  do  they  do  with  that  oxygen  ? 

Mr.  McCloud.  It  is  used  in  blowpipes  to  weld  and  cut  metals. 

Senator  Watson.  Is  that  all  it  is  used  for  ? 

Mr.  McCloud.  Practically;  yes,  sir. 

Senator  La  Follette.  You  were  about  to  give  us  the  dividends  of 
the  companies. 

Mr.  McCloud.  The  Union  Carbide  Co.  was  organized  in  1898, 
Senator,  with  an  authorized  capital  of  814,000,000.  The  dividends 
reported  to  have  been  paid  are  as  follows:  Shall  I  go  back  to  1913, 
when  carbide  was  on  the  free  list  ? 

Senator  La  Follette.  Yes. 

Mr.  McCloud.  In  1913,  10  per  cent  cash  and  12^  per  cent  in  com- 
inon  stock  of  Ox-weld  Acetylene  Co.;  1914,  10  per  cent  cash  and  40 
per  cent  stock  dividend;  1915,  8  per  cent  cash;  1916,  8  per  cent 
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cash  and  40  per  cent  stock  dividend;  1917,  8  per  cent  cash:  1  •• 
per  cent  cash.     In  1918  the  outstanding  capital  stock  of  the  V 
Carbide  Co.  was  $39,757,854. 

Senator  Walsh.  An  increase  in  20  yeare  from  ?14,00^l.«"*' 
$39,000,000? 

Mr.  McCloud.  Yes,  sir.     In  1918  this  company  was  dissolv-i;  . 
became  a  subsidiary  of  the  Union  Carbide  &  Carbon  Corpora:.  •: 

Senator  Sutherland.  With  a  capital  of  $300,000,000  ( 

Mr.  McCloud.  With  a  capital,  based  on  6  per  cent  of  $257. Li; 
I  apologize  for  making  that  mistake. 

Senator  Sutherland.  And  it  maj  have  had  a  surplus. 

Mr.  McCloud.  Yes.     It   has   been   only   recently   that   fii.:i' 
statements  and  information  have  been  available  to  outsiders. 

a  

Senator  McCumber.  What  do  you  mean  when  you  sav.  **  biiM  : 
6  per  cent?''     Do  you  mean  that  you  will  take  6  per  cent    ■:  • 
dividends  and  of  earnings  and  on  that  figure  what  the  capital  .- 
have  you  the  exact  figures  i 

Mr.  McCloud.  I  regret  to  state,  Senator,  that  I  did  not  ^'•il: 
these  figures. 

Senator  Calder.  Who  did  compile  them  ? 

Mr.  McCloud.  Thev  were  compiled  bv  the  ^Uexander  MeH-  .' 
Co.,  of  Baltimore. 

Senator  Watson.  Who  are  they  ? 

Mr.  McCloud.  They  are  makers  of  oxyacetylene  apparatu>.  r- 
erators,  and  so  forth. 

Senator  La  Follette.  It  is  striking  that  that  company  cIm 
ask  for  an  embargo. 

Senator  Watson.  They  have  it.     Is  any  of  this  import^i  f' 
Canada  ? 

Mr.  McCloud.  Yes;  approximately  15,000  tons  that  were  l»n'^- 
into  this  country  from  Canada  and  sold  out  of  a  total  cunsuniy* 
of  approximateh"  150,000  tons. 

Senator  Walsh.  You  say  there  is  no  competition   in  pri<»- 
speak  of  as  between  Canada  and  ^imerica  ? 

Mr.  McCloud.  The  price  has  advanced,  while  on  the  free  b>t  'r 
$70  to  $100  a  ton.     Canadian  carbide  and  American  carbul*  -.• 
practically  the  same.     Other  foreign  carbide  is  an  inferior  pni.- 
It  is  of  inferior  quality.     It  has  not  been  used  during  the  Uiu- 
was  on  the  free  list. 

Senator  Sutherland.  Do  you  know  how  much  was  impi^ru 

Mr.  McCloud.  The  brief  for  our  organization  will  be  fil^nl  |  v  ^' 
Everson,  of  Denver,  Colo.     I  think  he  has  corresponded  wiiii  • 
secretary. 

Senator  Sutherland.  Do  vou  know  how  much  carbide  w^^ 
ported  from  Germany  i 

Mr.  McCloud.  None  was  imported  fn^m  Germany. 

The  Union  Carbide  people  have  a  plant  in  Norway;  ihev  K-..- 
plant  in  Canada  also.    To  the  best  of  my  knowleiige,  as  far  a>  US  '  ' 
are  available,  there  have  been  practically  no  imports  fn>m  ».* 
one  of  their  own  plants,  showing  that  they  could  make  the  pr  •• 
cheaper  in  this  country  than  make  it  over  there  and  imp*>rt  it 

(The  brief  submitted  by  Mr.  McCloud  is  here  prinUnl  m  f'.- 
follows :) 
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WHA.T  18  CALCIUM  CARBIDE? 

It  is  a  chemical  compound  of  calcium  (lime)  and  carbon  (coal).  It  is  made  from  a 
lixture  of  lime  and  coal  or  coke  introduced  into  an  electric  furnace  and  there,  by 
itenise  electric  heat,  melted.  In  the  molten  state  it  is  poured  into  molds,  allowed  to 
cx>l  until  solid,  then  broken  or  crushed,  screened,  graded,  and  packed  in  metallic 
ninxs  ready  for  shipment  to  the  consumer. 

WHAT  IS  CALCIUM  CARBIDE   USED  FOR? 

When  brought  into  contact  with  water  it  makes  acetylene  gas.  This  may  be  done 
n  a  large  scale  by  means  of  a  large  generator  or  in  a  small  oicycle  lamp  or  miner's  lamp . 

ACETTLENE   QAS  ESSENTIAL  TO  NUMEROUS  INDUSTRIES. 

More  than  500,000  miners  use  acetylene  light  in  nongaseous  mines. 

More  than  340,000  farmers'  and  suburban  homes  are  lighted  with  acetylene  gas. 

Ever V  railroad  repair  shop  iises  acetylene  easin  the  oxyacetvlene  process  for  cutting 
.nd  welding  metal,  involving  a  total  annual  cost  of  many  millions  of  dollars. 

Thousands  of  automobiles  and  trucks  use  acetylene  lights. 

Buoys,  lightships,  lighthouses,  harbor  lights,  and  aids  to  navigation  use  acetylene 
.^as  liehts. 

Millions  of  small  portable  lamps  and  lanterns  use  acetylene  gas. 

Machine  shops,  foundries,  metal-working  establishments,  garages,  jewelry  manu- 
actiirers,  and  many  other  industries  use  acetylene  gas  in  the  oxyacetylene  process 
for  cutting  and  welding  metals. 

ACETYLENE  GAS  IS  MADE   FROM  CALCIUM  CARBIDE  AND   WATER. 

Fifteen  million  dollars  was  approximately  the  cost  for  calcium  carbide  sold  in  the 
United  States  in  1920. 

The  acetylene  gas  produced  from  this  carbide  was  sold  for  a  very  much  greater 
sum.  How  much  greater  no  one  but  the  Union  Carbide  &  Carbon  Corporation  Knows, 
and  it  gives  out  no  information. 

The  effect  of  a  tariff  on  calcium  of  carbide  will  be  widely  felt  throughout  the  United 
States  in  the  increased  cost  of  operating  railroads,  lighting  farm  and  suburban  homes, 
lighting  of  mines,  and  in  the  operation  of  all  industries  mentioned  above.  It  will 
also  give  a  complete  monopoly  to  the  Union  Carbide  &  Carbon  Corporation  and  its 
subsidiaries  and  thereby  a  power  over  a  great  portion  of  the  industries  of  the  United 
States. 

Estimated  annual  consummation  and  prodtiction  of  carbide  for  the  United  States. 

Tons. 
I^stimated  consumption  in  the  United  States 150, 000 

Estimated  production: 

Union  Carbide  Co.'s  United  States  and  Canadian  plants 125, 000 

All  other  United  States  manufacturers 10, 000 

Quantity  imported  from  Canada  in  addition  to  imports  from  Union  Car- 
bide Co.'s  Canadian  plant 15, 000 

Total 1 50, 000 

This  shows  that,  of  the  total  consumption  of  carbide  in  the  United  States,  the  Union 
Carbide  Co.  supplies  83}  per  cent,  which  we  believe  to  be  quite  accurately  estimated. 

Regarding  possible  foreign  competition  on  calcium  carbide,  German  competition  is 
not  to  be  feared. 

LOW  GAS  YIELD. 

The  German  product  is  manufactured  under  German  regulations  as  to  gas  yield, 
which  recently,  on  account  of  the  poor  quality  of  coal  obtainable  in  Germany,  has  been 
reduced  to  a  gas  yield,  of  3.70  cubic  feet  per  pound  on  the  lump  sizes  of  carbide. 
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ZL^-.-,  the  Gennan  product  is  verv  ^ 
•?«  I  phoephoreted  hydrogen  mo'l  ^. 

-  'f  '^bic  feet  of  gas  per  pound  of  7t' 
'  iLr^Ds  that  it  ifl  about  20  per  cec:  j 

Is-  "Tnited  States  for  about  $100  p^r  - 
IS  the  Gennan  product  must  9^''  * 
D&  ton  would  not  cover  the  ft*i : ' 


.     ----srr   REQUIRED. 

Tf  T^m  Gennan  carbide,  the  conami^ 
"*'  :  n*?  amount  of  American  carbide  iv. 
-::«  jiiiiirional  20  per  cent,  and  then  w. 


.   SITE  PREFERRED. 

.  ——  z  -he  acetylene  welding  and  ligfatiri^  *- 
-  ir  1  <:t)8t  of  10  per  cent  more  than  f'f  * 
j:?^.  diHiree  on  the  basis  of  gas  yiet^ 

^    ^  .z  'u  die  oxyacetylene  welder. 

1EATB  A  MARKET. 

■^    r**  1  market  for  their  carbide  in  iL*  ■ 
-   -.:  ro  '^tabliah  numerouf*  warfbi--.-- 
.r-.     This  would  involve  a  vef>-  Ur. 
._   ii;.>rtak:inc  verj-  problematit^Al  *.-  * 
_,-' .  .♦*  m  the  United  States  who  w. . . 
~-     w.-c  oi  the  business  is  made  up  of  tb  -■. 
;,         -'  -  nominal  quantities,  and  who  v 
^:t^.r»-  ThtTuselves  as  to  quality,  siz«».  1- 
""-.tf  Lnion  Carbide  Co.  is  in  clou*-  i*-- 
-    .!:•:  -qirplies  more  than  340.000  fann*-!^  : 
-    _    -Ml  which  is  but  one  branch  of  it«  ^   ♦ 
i_  .  in  'Mrers  ship  carbide  in  soldered-t**''  r 
^  -•-..  L*  irum  is  standard  and  the  sol(i<'r»< 
.  ^    a  'he  German  manufacturer  to  idaI' 
^--•.af  tor  shipment  overseas  must  1»   ^i 
^    ^, -*  "  anons.    Carbide  drums   muM  ^• 
^  ^nask — another  item  of  expense,  ^  '.* 

..  A^-xrional  weight  which  it  adas  to  c»< :  ,> 

.      .    U»ED   BY   syndicate 

^  «.  European  carbide  manufa(*turef9.  i>  ' 
"•'*:;:n  which  the  world's  markets  ior  « xr 
-.•>.    -r  'jvups  of  manufacturers  wen?  *i 

^29ri:c  -r  an  arrangement  with  the  Union  <  *■' 
\    %r.'*  HI  I  of  European  markets  and  the  Lu^  • 

*  fct-r  'U>  l^ecause  of  the  war,  but  wip  arp  n-  - 
:!u*h1.  a  meeting  for  the  purpoiie  haM'.  • 
"..     a;  which  representatives  of  liermaa  ^' 
«^*a«  manufacturers  attended.    Tht  r  • 
v^itf  in  Germany  are  rapidly  hetnr*'. 
.    .  »"*i  are  desirous  to  reenter  a  syniiiti'*  • 
r    .  .'lit ion?  of  the  German  memU»r>ihi|  :*  • 
.    .  V    %iii>'*'       'Hv  offers  made  and  to  ir-»* 
^.  •.»  •!>  i'»'s  market.     We  ha^T  ir.  ' 

•VAre  of  all  of  the  dr\Tl«;'=- 
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I  connection  with  this  new  syndicate.  The  advantage  to  the  Union  Carbide  Co.  of 
u-ticipatdnfi;  in  the  old  syndicate  was  so  great  that  there  can  be  little  doubt  that  it 
ill  tAKe  full  advantage  of  the  opportunity  offered  to  reestablish  the  former  status 
tio. 

No  German  carbide  has  been  imported  since  1913,  during  which  time  it  has  been 
iity  free. 
Under  all  of  these  conditions  there  can  be  no  danger  of  German  competition. 

NORWEGIAN  GOMPETmON. 

In  its  brief  filed  with  the  Ways  and  Means  Committee  of  Congress,  the  Union  Car- 
ide  Co.  infers  that,  unless  a  duty  is  imposed,  it  will  be  forced  to  move  its  carbide 
usinees  from  the  United  States  to  Norway  on  account  of  power  and  labor  costs. 

We  doubt  if  the  saving  represented  by  power  and  labor  will  offset  the  increased 
08 1  of  coal  and  freight. 

TKere  is  no  coal  of  high  quality  available  in  Europe  except  the  English,  which 
ow  costs  more  than  if  purchased  in  this  country  and  shipped  to  Norway.  This 
leans  considerably  larger  costs  for  coal  than  those  obtainable  nere.  where  the  freight 
rem  the  mines  to  the  carbide  works  is  no  more  than  the  freight  from  the  mines  to 
eaboard  alone. 

In  addition,  after  the  carbide  has  been  made  in  the  Norway  plant,  freight  must  be 
»aid  from  plant  to  seaboard,  thence  transatlantic  to  a  United  States  seaboard,  there 
tored .  and  thence  shipped  inland  to  the  consumer.  In  a  majority  of  cases  the  freight 
torn  the  United  States  seaport  to  the  consumer  is  more  than  ihe  freight  from  the 
rnion  Carbide  Co.'s  United  States  or  Canadian  plants  to  the  consumer,  to  say  nothing 
>f  the  added  handicap  of  all  the  storage  and  freight  chams  accumulated  between  the 
JJorway  plant  and  the  United  States  seaboard.  The  Union  Carbide  Co.'s  plants  at 
Sault  »te.  Marie,  Mich.,  and  Welland.  Ontario,  are  better  located  to  economically  dis- 
tribute carbide  in  the  United  States  market  as  a  whole  than  is  any  United  States 
seaport. 

^  Also,  commodity  freight  rates  on  carbide  apply  from  their  plants,  whereas  from  New 
Vork,  Baltimore,  Philadelphia;  or  any  other  seaport,  class  rates,  which  are  higher,. 
BLpply. 

Although  carbide  has  been  on  the  duty-free  list  since  1913.  to  the  best  of  our  informa- 
tion there  has  never  been  any  importation  of  Norwegian  carbide.  This  is  practically 
at  true  statement  also  with  regard  to  all  other  European  countries. 

All  of  which,  it  appears,  very  effectually  disposes  of  any  chance  for  Norwegian 
carbide  to  enter  this  market. 

CANADIAN   COMPETITION. 

In  the  same  brief  of  the  Union  Carbide  Co.  they  infer  that  Canadian  competition 
is  likely  to  prove  dangerous. 

This  competition  has  existed  for  six  or  seven  years,  and  has  always  been  faif .  Dur- 
ing all  of  this  time  carbide  has  been  on  the  duty-free  list. 

Cost  of  production  in  Canada  at  the  works  might  be  slightly  lower  than  those  of 
domestic  producers,  but  this  slight  advantage  is  more  Ihan  offset  by  the  freight  rates 
obtained  from  the  works  of  the  Canada  Carbide  Co.  to  the  United  States  markets, 
which  average  $6  per  ton  higher  (outgoing  only ).  The  Union  Carbide  Co.  's  Canadian 
plant  at  Welland,  close  to  the  United  States  border,  does  not  have  this  excessive 
freight  rate. 

As  to  the  Union  Carbide  Co.'s  plant  at  Sault  Ste.  Marie,  it  probablv  produces  at  a 
loser  cost  than  the  Canada  Carbide  Co.,  while  at  its  plant  in  Canada  the  cost  is  prob- 
ably $5  a  ton  lower  than  the  Canada  Carbide  Co.  's. 

In  the  same  brief  they  call  attention  to  the  fact  that  the  Canada  Carbide  Co.  is 
owned  by  tibe  Shawinigan  Water  &  Power  Co.,  hence  secures  very  cheap  power. 
They  do  not  mention  the  fact  that  the  magnificent  hydroelectric  plant  supplying  their 
power  at  Sault  Ste.  Marie  is  owned  by  themselves.  In  other  words,  their  position 
at  the  Sault  as  to  power  is  just  as  good  as  that  of  the  Canada  Carbide  (^o. 

COMPARATIVE    COST   OP   CARBIDE    FOR   THE    PAST    EIGHT   YEARS,     CARBIDE    DUTY    FREE 

DURING   THIS  TIME. 

It  has  been  repreeented  to  the  Ways  and  Means  (^ommittee  of  Concress  that  the  price 
of  carbide  is  less  to-day  than  it  has  boon  for  a  number  of  years,  when,  as  a  matter  of 
iatt,  the  price  is  greater  to-day.  than  it  has  been  for  a  number  of  years.  The  figures 
^elow  win  show  the  prices  paid  ov  this  company  for  its  jp«irchase.s  of  carbide  from  1913^ 
to  1920: 
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^6  an  evidence  of  the  fact  that  the  payment  of  these  hu^e  dividendB  still  left  the 
)K>ration  with  immense  undistributed  profits,  reference  is  made  to  the  statements 
A .  Creasy  Morrison,  a  representative  of  the  trust,  before  a  gathering  of  its  officials 
1  department  heads  held  at  Sault  Ste.  Marie,  December  13,  1920,  as  reported  in  the 
^88,  to  the  effect  that  in  1920  the  net  worth  of  the  corporation  was  $275,000,000. 

• 

UNION  CARBIDE  CO. 

Organized  as  a  Virginia  corporation  in  1898. 

rhe  Union  Carbide  Co.  was  the  original  concern,  the  growth  and  expansion  of  which 

ice  its  organization  22  years  ago  brought  about  the  great  aggregation  of  allied  cor- 

ra lions  owned  and  controlled  by  the  Union  Carbide  &  Carbon  Corporation. 

Neither  the  Union  Carbide  &  Carbon  Corporation,  the  Union  Carbide  Co.,  nor 

lers  of  the  affiliated  companies  make  public  their  financial  statements.     Informa- 

>n,  except  that  of  the  nature  required  to  be  made  public  by  law,  is  hard  to  obtain. 

)ody's  Manuals  for  a  number  of  years  past  contain  meager  statistics,  and  from  this 

iiTce  it  is  ascertained  as  follows: 

Union  Carbide  Co.  organized  in  1898  with  an  authorized  capital  of  $14,000,000,  all 

mmon  shares,  par  value  $100.    Dividends  are  reported  to  have  been  paid  as  follows: 

1913, 10  per  cent  cash  and  12^  percent  in 
common  stock  ofOxweld  Acetylene  Co. 

1914,  10  per  cent  cash  and  40  per  cent 
stock  dividend. 

1915,  8  per  cent  cash. 

1916,  8  peV  cent  cash  and  40  per  cent 
stock  dividend. 

1917,  8  per  cent  cash. 

1918,  8  per  cent  cash. 


05,  5  per  cent  cash. 

06,  5f  per  cent  cash. 

07,  6  per  cent  cash. 

OS,  6  per  cent  cash  and  40  per  cent  stock 

dividend. 

09,  6  per  cent  cash. 

'10,  6  per  cent  cash. 

•11,  8  per  cent  cash. 

'12,  10  per  cent  cash. 


H2,  stockholders  of  record  were  given  the  right  to  subscribe  at  par  to  10 
per  cent  of  their  holdings,  or  $1,089,780.    Total  outstanding  capital 

m  this  year $11, 987, 300 

)13,  stockholders  of  record  again  given  the  right  to  subscribe  at  par  to 

10  per  cent  of  their  holdings,  or  $1,198,760.    Outstanding  capital 13, 186, 060 

>13,  shares  of  capital  stock  increased  to 30, 000, 000 

^Hy  a  40  per  cent  stock  dividend  was  declared.    Outstanding  stock. .     19, 060, 000 
)15,  stockholders  again  given  the  right  to  subscribe  at  par  to  10  per 

cent  of  their  holdings.    Outstanding  capital  stock 20, 966, 000 

^16,  shares  of  capital  stock  increased  to / 50, 000, 000 

A  stock  di\idend  of  40  per  cent  paid. 

917,  outstanding  capital  stock 33, 131, 000 

918,  outstanding  capital  stock 39, 757, 854 

918,  this  compaiiy  absorbed  by  and  became  a  subsidiary  of  the  Union 

Carbide  &  Carbon  Corporation. 

FnCEBS  AND  DKECTOR8  UNION  CARBIDE  AND  CARBON  CORPORATION  AND  AFFILIATED 
CONCERNS,    SHOWING  INTERLOCKING  DIRECTORATES. 

0ffioer9. — 

Myron  T.  Herrick,  chairman  of  the  board  and  director;  also  director  of  National 
Arbon  Co. 

^  Geo.  0.  Knapp,  president  and  director;  also  (1)  vice  president  Electro-Metalluigical 
>o.;  (2)  vice  president  Michigan  Northern  Power  Co. 

Edgar  F.  Frice,  vice  president;  also  (1)  president  and  director  Union  Carbide  Co. ; 
2 1  president  and  director  National  Carbon  Co.;  (3)  director  Pre9t-0-Lite  Co.;  (4)  preai- 
lent  and  director  Electro-Metallurgical  Co.;  (5)  president  and  director  Michigan 
Northern  Power  Co. 

M.  J.  Carney,  vice  president;  also  (1)  director  Union  Carbide  Co.;  (2)  director 
j.ational  Carbon  Co.;  (3)  president  and  director  Prest-O-Lite  Co.;  (4)  president  and 
"rector  Ox- Weld  Acetylene  Co.;  (5)  president  and  director  Oxweld  Railroad  Service 
corporation. 

^  J.  J.  Riclra,  vice  president;  also  (1)  director  Union  Carbide  Co.;  (2)  director  National 
arhon  Co.;  (3)  director  Electro-Metallurgical  Co.;  (4)  vice  president  and  director 
Michigan  Northern  Power  Co. 

Giles  W.  Mead,  vice^  president  and  treasurer;  also  (1)  vice  president  and  director 
«^  mon  Carbide  Co. ;  (2)  vice  president  and  director  National  Carbon  Co.;  (3)  president 
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and  director  Linde  Air  Products  Co.;  (4)  director  Prest-O-Lite  Co.;  (5)  director 
tro-Metallurgical  Co.;  (6)  director  Michigan  Northern  Power  Co, 

H.  E.  Hackenberg.  secretary;  also  \'ice  president,  secretary,  and  director  Ni 
Carbon  Co. 

£.  J.  E.  Ward,  assistant  secretary;  also  assistant  secretary  and  treasurer  Unioi 
bide  Co.  • 

H.  F.  Southard,  assistant  secretary  and  treasurer;  also  assistant  secretary  I 
Carbide  Co. 

J.  S  Adams,  assistant  secretary;  also  (1)  assistant  secretary  Union  Carbide 
(2)  assistant  secretary  National  Carbon  Co.;  (3)  assistant  secretary  Michigan  Nort 
Power  Co. 

A.  C.  Cornell,  assistant  secretary  and  assistant  treasurer;  also  (1)  secretary  C 
Carbide  Co. ;  (2)  assistant  secretary  and  assistant  treasurer  National  Carbon  Go. 
assistant  secretary  Prest-O-Lite  Co. 

M.  E.  Johnston,  assistant  treasiu'er;  also  secretary  and  treasurer  Linde  Air  Pied 
Co. 
P.  F.  Smith,  assistant  treasurer;  also  (1^  assistant  treasurer  Linde  Air  Products 

(2)  assistant  treasurer  Prest-O-Lite  Co. ;  (3)  assistant  secretary  Oxweld  R.  R.  Ser 
Corporation. 

JjXTCCtOTS 

C.  K.  G.BilUngs,  New  York. 

Chas.  A.  Coffin,  New  York. 

Geo.  Knapp,  New  York;  also  (1)  vice  president  and  general  manager  National 
bon  Co.- (2)  director  Michigan  Northern  Power  Co. 

Jesse  J.  Ricks,  New  York;  also  (1)  director  Union  Carbide  Co. 

Nicholas  F.  Brady,  New  York;  also  (1)  director  Union  Carbide  Co. 

G.  W.  Davidson,  New  York. 

F.  C.  Walcot,  New  York. 

Walton  Ferguson,  New  York. 

James  Parmlee,  Cleveland;  also  (1)  chairman  of  board  and  director  of  Nitii 
Carbon  Co. 

Jas.  A.  Allison.  Indianapolis;  also  (1)  director  Prest-O-Lite  Co. 

Myron  T.  Herrick,  Cleveland. 

Andrew  Squire,  Cleveland;  also  (1)  director  National  Carbon  Co.;  (2)  director li 
Air  Products  Co. 

Subsidiary  companies — officers  and  directors. — 

E.  S.  Whitney  (1)  director  Union  Carbide  Co.;  (2)  director  National  Owboei 

(3)  secretary  and  director  Electro-Metallurgical  Co. 

P.  A.  Rose,  (1)  vice  president  and  director  National  Carbon  Co.;  (2)  vicepwwi 
and  director  Prest-O-Lite  Co.;  (3)  secretary  and  director  Oxweld  AcetyleoeCo. 

J.  R.  Knapp,  (1)  director  Prest-O-Lite  Co.;  (2}  secretary  and  director  Oxw 
Acetylene  Co.;  (3)  director  Oxweld  Railroad  Service  Corporation. 

W.  M.  Beard,  (1)  treasurer  Union  Carbide  Co.;  (2)  treasurer  National  CerbooC 
(3)  vice  president  and  director  Linde  Air  Products  Co. ;  (4)  yice  president  and  direc 
Electro-Metallurgical  Co.;  (5)  treasurer  and  director  Oxweld  Railroad  SeniceC 
poration;  (6)  treasurer  Prest-O-Lite  Co. 

W.  F.  Barrett,  (1 )  vice  president  and  director  Linde  Air  Products  Co.:  <2i  direc 
Prest-O-Lite  Co. 

B.  O'Shea,  (1)  vice  president  and  director  Union  Carbide  Co.;  (2)  nee  presid* 
and  director  National  (Carbon  Co.;  (3)  \4ce  president  and  director  Electro-Metolh 
gical  Co. 

F.  A.  Wilson,  (1)  vice  president  National  Carbon  Co.;  (2)  Wee  president  fte 
0-Lite  Co. 

W.  J.  Knapp,  (1 )  vice  president  and  director  Union  Carbide  Co.:  (2)  xdcepreflite 
and  general  manager  and  director  Electro-Metallurgical  Co.;  (3)  director  Oxn 
Railroad  Service  Corporation. 

The  five  producers  of  calcium  carbide  in  the  United  States  are  as  follovB: 

1.  Union  Carbide  Co.,  Sault  Ste.  Marie,  Mich. 

2.  American  Carbolito  Co.,  Duluth,  Minn. 

3.  Gas  Tank  Recharging  Co.,  Keokuk,  Iowa. 

4.  National  (carbide  Co.,  Ivanhoe,  Va. 

5.  Farmers'  Standard  ('arbide  Co.,  Plattsburgh,  N.  Y. 

In  addition  to  these  the  Superior  Carbide  Co.,  Philadelphia,  and  the  ShennMOl 
bide  Co.,  Vermont,  arc  still  listed  in  some  trade  directories,  but  both  havepa«w* 
of  actual  existence. 

The  Union  Carbide  Co.'s  plant  at  the  Sault  is  the  largest  in  the  United  StatAJa* 
a  production  in  the  neighborhood  of  80,000  to  100,000  tons  per  year.  This  pUntii« 
well  located  with  respect  to  supplies  of  lime  and  coke,  and  is  not  far  from  the  in»» 
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r  steel  sheets,  which,  combined  with  the  fact  that  it  controls  its  hydroelectric  power , 
ves  it  a  great  advanti^e  and  its  costs  are  probably  very  much  lower  than  those  of  any 
her  c&rbide  plant. 

The  American  Carbide  Co.,  the  Gas  Tank  Recharging  Co.,  the  National  Carbide 
o.,  and  the  Farmers'  Standard  Carbide  Co.  together  market  about  10,000  tons  of 
irbide  per  annum. 

The  combined  production  of  the  above-mentioned  plants,  including  the  Union 
arbide  Co.,  is  not  sufficient  to  take  care  of  the  normal  requirements  for  calcium  of 
irbide  in  this  country.  If  a  duty  is  imposed,  it  would  prohibit  importation  and 
ould  naturally  result  in  higher  pnces  to  tne  consumer. 

If  you  have  read  all  of  the  pages  before  this  one  you  must  be  iuterested,  and  you 
lust  have  formed  some  opinion  regarding  calcium  of  carbide  and  its  retention  on  the 
duty-free"  list. 

WV  will  sincerely  appreciate  a  letter  from  you  and  will  be  glad  to  answer  any  ques- 
ons  on  the  subject  that  you  may  ask,  so  far  as  it  lies  in  our  power  to  do  so. 

We  have  a  great  deal  of  detailed  information,  too  much  to  include  in  this  document, 
nd  can  probably  answer  almost  any  question  that  may  occur  to  you. 

A  COMBINATION'  IN   RESTRAINT  OF  TRADE. 

Although  the  Union  Carbide  and  Carbon  Corporation,  called  in  the  trade  the 
'Carbide  Trust,"  is  practically  without  competition  in  the  United  States  in  the 
oanufacture  of  carbide,  there  are  a  large  numl^er  of  small  manufacturers  like  our- 
elves  acattezed  throughout  tile  country,  who  are  engaged  in  the  manufacture  of 
kcetylene  and  other  apparatus  in  which  carbide  is  used  as  tilie  principal  raw  material, 
these  apparatus  manufacturers  are  enjg^aged  in  an  uneoual  contest  for  existence* 
rith  the  apparatus  manufacturing  subsidiaries  of  the  Carbide  Trust,  aided  as  these 
'ubsidiaries  are  by  the  power  wielded  by  the  trust. 

The  independent  apparatus  manufacturers  view  with  grave  alarm  the  effort  that 
.8  now  being  made  by  the  trust  to  induce  Congress  to  further  increase  its  power  and 
wealth  by  granting  it  an  absolute  monopoly  through  the  imposition  of  a  duty  on 
^cium  carbide.  They  regard  this  last  move  as  one  which,  if  successful,  will  imperil 
their  existence.  • 

For  a  number  of  years  a  ruthless  warfare  has  been  waged  on  the  part  of  the  Car- 
bide Trust  for  the  extermination  of  all  domestic  competition.  We,  as  one  of  the 
independent  apparatus  manufacturers,  have  been  forced  by  the  methods  employed 
by  the  trust  to  invoke  the  protection  of  the  antitrust  laws  in  a  suit  now  pending 
before  the  United  States  court  for  the  district  of  Maryland. 

The  evidence  that  is  being  collected  by  us  for  use  in  this  suit  would  suggest  to 
you  additional  reasons  why  this  aggr^^tion,  whose  heart  is  carbide,  should  not  be 
strengthened  by  a  duty  on  carbide,  and  thereby  be  placed  in  a  better  position  to 
carry  on  its  ruthless  warfare  for  the  extermination  of  the  independent  apparatus 
manu&cturers. 

Yours,  very  truly, 

,  Prtisident, 

STATEKEHT    OF    MB.  B.  L.  HOGET,  PBESIDENT    ANTIMONY 

COMPOUNDS   CO.    OF   NEW  JEBSEY. 

Senator  McCumber.  For  whom  do  you  appear  ? 

Mr.  HoGET.  I  am  president  of  the  Antimony  Compounds  Co.  of 
New  Jersey. 

Senator  McCumber.  What  is  the  a4dress  ? 

Mr.  Hoget.  No.  27  William  Street.  Our  plant  is  at  Piscataway, 
near  New  Brunswick,  N.  J. 

I  appear  on  behalf  of  this  company  and  wish  to  ask  for  an  increase 
in  the  duty  as  formulated  by  the  Fordnev  bill  on  two  articles.  One 
is  antimony  oxide,  paragraph  8  of  the  bill. 

If  you  will  permit  me,  I  wish  to  discuss  closely  similar  substances, 
though  they  may  not  all  be  mentioned  in  the  bill  itself. 

Antimony  is  taken  care  of  in  paragraph  376  of  the  bill.  May  I  say 
at  thisj)oint  that  regulus  and  metal  mean  the  same  thing.  They  are 
pure  metallic  antimony. 
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If    the  committee  please,  this  is  an  infant  industry  which, 
yeaJTS    of  perseverance  and  effort,  has  been  unable,  oecause  of  •-■ 
ii»clec|uate  tariff  protection,  to  gain  any  foothold  in  the  coontrr 

Ttie   company  which  I  represent  is  outfitted  to  produce  iS  ." 
1 ,200  tons  per  annum. 

Senator  Walsh.  Of  oxide  ? 
Mr.  HoGET.  Of  oxide  and  antimony. 

X'uil^r  the  Payne- Aldrich  bill  regulus  or  metal  was  taxable  at  u- 
rat^  of  li  cents  per  pound.  In  addition,  there  was  a  rate  of  23  >: 
cent  ad  valorem. 

The  Fordney  bill  proposes  to  reenact  the  rate  of  1^  cents  00  rep;  •.- 
anil  gives  2  cents  per  pound  on  oxide  of  antimony. 

It  IS  respectfully  submitted  that  these  duties  are  not  sufficient.  iL 
in  order  to  protect  the  industry  and  to  enable  it  to  function  emrt 
tlit^se  articles  in  question  should  receive  the  benefits  of  a  dutj   ** 
4  cents  per  pound  specific. 

1  will  say  here  that  this  is  an  essential  article.  Antimony  itself  • 
conceiieil  to  be  an  absolutely  essential  constituent  element  in  • 
manufacture  of  shrapnel  and  shrapnel  sheUs  and  is  therefon-  ir 
^^it^uf^ntial  war  material.  It  is  also  of  tremendous  importance  in  *: 
arts  of  peace  as  a  hardener  or  as  an  alloy  with  other  metals.  It  i>  1.- 
uup^^i^taut  constituent  element  in  britannia  metal  and  in  B*br .  * 
bearinjits  and  other  similar  hardened  metal  substances. 

The  oxide  is  sold  extensively  as  a  basis  for  the  manufacture  oi  dy*- 
auii  for  moniants;  that  is,  the  substances  which  are  put  in  gw-i-  " 
oi^lor  to  form  somethuig  upon  which  the  dyestuff  will  bite. 
Senatiur  Summons.  How  much  did  you  use  before  the  war  t 
Mr.  Hoi^KT.  The  total  production  was  about  10,000  tons  per  annir 
of  the  two  articles  before  the  war,  of  which  the  American  manufi'- 
tutvr  jh\hUuhh1  about  2,500  or  2,000  tons. 
Senator  Simmons.  What  did  it  sell  for  a  ton  I 
Mr.  HiWET.  There  are  few  articles  in  trade  that  have  had  a  i&r* 
^u\5*taWe  price.     The  price  has  varied  from  7,  8,  and  9  cents,  wb  * 
uxi^ht  be  called  prices,  to  something  like  25  cents.     It  varied  e^r: 
in^U^n^  the  war,  and  in  the  openingyears  of  the  present  cenlurr  n" 
ui>  to  sonwthin^  hke  25  cents.     Diuing  the  war  it   went  h^rv: 
'ruat  iuv^tability  is  to  be  explained  by  the  fact  that  a  great  part  f 
tho  n\u\erals  from  which  these   two  substances  are  derived  fo»^ 
fixMU  (Miina,  and   the   large   fluctuations  in  price   are  due  to  t> 
tloctUHtions  in  silver,  which  is  the  basis  of  ciurency  in  the  coun:.'^ 
fixuu  which  the  ore  is  derived.     The  price  fluctuates  with  the  pr-' 
ivf  u^otuUic  silver. 

SouHtor  Simmons.  The  Fordney  duty  is  what? 
Mr.  llooKT.  One  and  one-half  cents  on  the  metal  and  2  eenta  on  :-- 
o\ido.     We  are  asking  for  4  cents  on  each. 
Sonutor  JSimmons.  That  is  $80  a  ton? 
Mi\  llooKT.  Yes,  sir. 

Tl\o  busm  of  our  reauest  is  entirely  attributable  to  the  differpDcp  - 
|l\o  oost  of  labor  in  tnis  country  and  in  the  Orient.  As  the  nu-** 
nhuuU  at  the  present  time — and  it  has  been  more  so  in  the  last  ^» 
or  t  luvo  yours  -this  is  entirely  in  the  hands  of  the  Chinese.  For  mi*  ■ 
\t>Mi^  tho  mineral  has  been  coming  out  of  the  Orient,  and  until  tbf  .t** 
Uu'iH^  or  ftuir  years  the  smelting  operations  took  place  in  Eun>p%  V^-"' 
oipully  in  Kngland;  that  is  to  say,  the  mineral  was  mined  inln-» 
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d  brought  to  England  and  from  there  brought  to  the  United  States. 
^w   the  smelting  operations  are  carried  on  in  China,  and  the  total 
ice  'wrould  be  af&cted  by  reductions  in  the  cost  of  labor. 
Senator  Simmons.  What  is  the  labor  cost  per  ton  ? 
Mr.  HoGET.  We  figure  that  the  American  cost  is  about  8  cents  for 
lc  oxide  and  9i  cents  for  the  metallic  antimony. 
Senator  Watson.  Per  pound  ? 

Air.  HoGET.  Yes.     The  Chinese  cost  of  production,  as  nearly  as 
e  can  figure  it,  is  2.5  cents. 
Senator  Simmons.  And  what  is  the  English  cost  ? 
Mr.  HooET.  I  haven't  the  figures  available  on  the  English  cost. 
Senator  Simmons.  But  that  is  the  important  point.     You  have 
iven  the  Chinese  figures,  but  we  need  the  English  figures. 

\Ir.  HoGET.  There  are  no  English  importations  at  the  present 
Ime.  There  has  not  been  any  since  1914.  When  the  war  broke 
ut  in  1914  antimony  went  on  the  embargo  list.  It  has  never 
esumed  its  place. 

Senator  Simmons.  You  said  it  was  struggling  before  the  war. 
That  was  the  English  cost  before  the  war  ? 

Mr.  HoGET.  I  am  afraid  I  haven't  those  figures,  Senator.  I  should 
)e  glad  to  provide  them. 

Senator  Simmons.  I  do  not  see  that  the  Chinese  cost  would  have 
much  to  do  with  it,  except  as  it  would  affect  the  English  cost.  You 
jav  that  it  is  imported  from  England  to  the  United  States. 

Mr.  HoGET.  Let  me  correct  what  is  perhaps  a  misapprehension. 
I  said  that  was  so  vears  ago.  It  has  wholly  ceased  to  be  so.  Within 
the  last  three  or  four  years  the  character  of  the  industry  has  been 
entirely  altered  and  the  smelting  operations  which,  prior  to  1914,  took 
place  in  England  now  take  place  in  China. 

Senator  La  Follette.  Is  that  conducted  by  Chinese  ? 
Mr.  HoGET.  Yes;  and  I  believe  to  some  extent  by  Japanese.     No 
one  seems  to  know  to  what  extent  the  Japanese  are  mterested. 
Senator  La  Follette.  Where  in  China  is  that  located  ? 
Mr.  HoGET.  I  believe  in  the  Province  of  Hong  Kong. 
If  you  will  permit  me,  I  will  read  from  the  report  of  the  Geological 
Survey.     As  to  antimony,  the  report  shows  that  the  most  productive 
district  was  Yunnan. 
Senator  McLean.  Do  you  get  your  raw  material  from  China  ? 
Mr.  HoGET.  No;  we  do  not  buy  in  China.     When  we  werp  buying, 
before  we  were  obliged  to  close  down,  we  got  it  all  over  the  world — 
Bolivia,  Mexico,  and  other  countries.     Antimony  ore  will  be  found 
in  a  great  many  different  places.     The  largest  deposits  are,  however, 
in  China. 
Senator  McLean.  Are  there  none  in  the  United  States  ? 
Mr.  HoGET.  Yes.     There  are  some  in  the  United  States.     There 
are  some  in  Arkansas,  and,  I  believe,  some  in  California.     There  are 
such   deposits,   but   apparently   they  have   never  been   profitably 
worked. 

Senator  McLean.  What  is  the  percentage  of  antimony  in  the  raw 
material  ? 
Mr.  HoGET.  Do  you  mean  the  percentage  of  antimony  in  the  ore  ? 
Senator  McLean.  Yes.     What  per  cent  of  antimony  product  do 
you  get  from  a  ton  of  the  ore  ? 

Mr.  HoGET.  That  varies  a  great  deal,  according  to  the  ore.     Some 
of  the  ores  are  very  much  richer  than  others. 
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Senator  McLean.  Is  it  a  small  or  a  large  percentage  ? 

Mr.  HoGET.  I  should  say  a  fair  average  might  be  30  per  cent — ^ 
to  30  per  cent. 

Senator  McLean.  There  would  seem  to  be  a  considerable  V 
transporting  it.     What  about  the  other  part  of  it  ? 

Mr.  HooET.  It  is  eangue.     It  is  waste  material. 

Senator  McLean.  It  seems  to  me  that  it  would  be  cheaper  to 
it  where  the  ore  is  and  have  the  finished  product  brougnt  into  :z-- 
country. 

Mr.  HoGET.  That  might  do  under  the  old  freight  rates,  but  d<»:  i 
the  present  time. 

Senator  Simmons.  The  freight  rates  are  higher. 

Mr.  HoGET.  But  they  are  coming  down  considerably. 

Senator  Watson.  He  refers  to  ocean  rates. 

Mr.  HoGET.  Yes;  I  am  speaking  of  ocean  freight  rates. 

Senator  Simmons.  I  want  to  ask  you  another  question.     Y 
spoke  of  the  Chinese  cost.     Do  you  mean  the  cost  of  the  fint»h--. 
product  in  China  ? 

Mr.  HoGET.  Yes;  f.  o.  b.  Shanghai. 

Senator  Simmons.  In  getting  at  the  labor  cost,  do  you  caku:*' 
that  it  takes  the  same  number  of  laborers  in  China  to  produce  a  kiv-: 
quantity  as  it  would  here  ? 

Mr.  HoGET.  No;  we  figure  that  one  American  is  about  as  efli<i«' 
as  two  Chinamen. 

Senator  La  Follette.  Are  they  not  better  than  that  \ 

Mr.  HoGET.  I  am  relying  for  that  on  the  Tariflf  Conunisaion.    Ttu* 
is  based  on  an  estimate  contained  in  their  summary  of  the  aitaati-**' 
They  figured  that. 

Senator  Simmons.  How  long  have  the  Chinese  been  manufactun(.r 
that? 

Mr.  HoGET.  About  three  or  four  years. 

Senator  Simmons.  You  think  they  have  gotten  to  the  point  d*i 
where  two  Chinamen  can  make  as  much  as  one  American  \ 

Mr.  HoGET.  I  am  figuring  on  what  the  Tariff  Commission  ha>  ^ 
as  to  the  relative  efficiency  of  those  kinds  of  labor. 

Senator  Watson.  The  Tariff  Commission  said  that  prior  to  li 
war  over  60  per  cent  of  our  antimony  supply  came  from  Gnri* 
Britain,  whereas  in  1918-19  it  came  almost  wnolly  from  the  F*: 
East. ,  Imports  of  antimony  metal  (including  also  a  very  litt.- 
needle  antimony)  amounted  to  25478,967  pounds,  valued  i*. 
$3,115,780  in  1918,  as  compared  with  14,678,251  pounds,  valueti  ** 
$861,761  in  1914. 

Senator  Simmons.  I  have  heard  somewhere  of  certain  cotton  nu.** 
established  over  there,  and  they  find  that  the  labor  cost  of  produi  i.«^ 
here  was  less  than  it  was  there  because  of  the  fact  that  it  ti*«»k  ^ 
many  Chinese  to  do  the  work  of  one  American. 

Mr.  Hoget.  That  would  be  more  true,  I  suppose,  of  the  Ci»tt«c 
industry  where  the  element  of  machinery  woula  have  to  be  tal^t 
into  consideration  than  would  be  the  case  in  the  extraction  of  orr 

Senator  McLean.  One  Chinaman  will  raise  more  vegetable*  ^ 
this  country  than  three  Americans. 

The  Chairman.  Are  you  pretty  nearly  through  \ 

Mr.  Hooet.  Yes. 
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The   Chairman.  Your  15  minutes  have  expired.     Of  course,  wo 
re  glfiwl  to  listen.     We  do  not  want  to  curtail  you  too  much. 
Air.  HoGET.  I  can  conclude  in  just  one  or  two  sentences. 
We  are  asking  for  4  cents  per  pound  on  each  of  these,  and  we  urge 
hat    the  duties  requested  will  not  materially  diminish  revenue  nor 
rill  they  harm  anyone.     It  is  our  experience  that  the  duties  under 
he  Payne- Aldrich  act  have  not  been  sufficient,  and  we  respectfully 
sk  that  they  be  increased. 
Mav  I  file  a  brief? 

Senator  Walsh.  These  duties  are  increased  materially  over  the 
^ayne-Aldrich  bill  bv  reason  of  the  American  valuation. 
\f  r-  HoGET.  The  duty  on  antimony  is  the  same. 
Senator  Walsh.  But  the  American  valuation  has  to  be  applied. 
Mr.  HoGET.  That  has  no  relation  to  the  specific  duty. 
vSenator  Walsh.  That  is  true. 

Mr.  HoGET.  On  the  oxide  the  proposed  duty  is  2  cents  per  pound. 
Lender  the  Payne-Aldrich  bill  it  was  H  cents  per  pound,  plus  25  per 
:ent  ad  valorem.  It  depends  upon  whether  the  ad  valorem  rate  is 
applied.  We  are  figuring  on  the  cost  of  production  and  the  market 
price.  At  the  present  time  the  article  is  selling  below  the  cost  of 
production. 

Senator  Watson.  What  is  meant  by  needle  antimony? 
Mr.  HoGET.  It  is  the  equivalent  of  antimony  crude.  It  is  obtained 
by  subjecting  the  ore  to  a  melting  process.  It  is  not  one  of  the 
articles  discussed  here.  After  a  long  war  in  the  customs  courts  it 
has  now  found  itself  on  the  free  list,  and  we  are  not  asking  for  any 
alteration  in  its  status. 

Senator  Sn^iMONS.  May  I  make  a  suggestion,  Mr.  Chairman  ? 
The  Chairman.  Yes. 

xSenator  Simmons.  It  seems  to  me  if  we  could  have  a  table  made 
which  would  show  the  House  rate,  the  Payne-Aldrich  rate,  and  the 
Underwood  rate,  and  have  that  table  before  us  while  we  are  cross- 
examining  witnesses,  it  would  be  very  helpful  to  us. 

Senator  McCumbee.  That  would  be  impossible  now  because  we 
have  got  to  get  the  American  values. 

The  Chairman.  Senator  Simmons  is  referring  to  the  other  tariflF 
bills,  I  willsstate,  for  your  information,  Senator,  that  the  gentle- 
men attached  to  this  committee  were  instructed  several  weeSs  ago 
to  prepare  such  a  table,  and  it  will  be  ready  by  tomorrow, 
benator  Simmons.  That  will  be  very  valuable. 
^Brief  subsequently  submitted  by  Mr.  Hoget  is  here  printed  in 
full,  as  follows:) 

V'Hiiir  t>r  THE  Antimony  &  Compounds  Co.  of  Am^srica,  New  Brunswick,  N.  J. 

TliO  Antimony  &  Compounds  Co.  of  America  is  engaged  at  Piscataway,  near  New 
Brunswick,  X.  /.,  in  the  smelting  and  refining  of  antimony  ores  and  the  production  of 
rejruhiFor  metallic  antimony,  and  of  antimony  oxide. 

Mf  lallic  antimony  or  antimony  regulus  is  one  of  the  most  important  of  the  alloy 
^if'tal'?.  It  is  used  for  type  metal,  Babbitt  metal,  and  antifriction  or  bearing  metal,  in 
coml.ination  with  tin  and  copper.  In  combination  with  tin,  copper,  and  zinc,  it  is 
}ij*<l  in  the  manufacture  of  Brittania  metal  for  the  making  of  cheap  table  ware.  It 
is  alHo  useful  for  the  manufacture  of  "hard  lead."  Antimonial  lead,  carrying  12  per 
cent  to  13  per  cent  of  antimony  is  an  absolute  essential  in  the  manufacture  of  shrapnel, 
and  the  indispensable  character  of  antimony  for  war  munitions  is  recognized  by  all 
^H«-  authorities. 
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AiiTimcoy  crdde  i?  aaed  lor  miiMTig  opaque  white  enamel  and  other  rani  tar.  «v*' 
Anrin.  •!.>  z*^idt  is  ai»:<  nsod  as  a  cc^ioiing  a^nt  in  the  manu£Bictiire  of  f^laas  and  pki 

ln:>  r-j-  c  ine^  nr  Teiniiiif  in  i:m«  ou  2.000  pounds,  according  to  the  t*nit»*-J  S^^ 
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-•  ■-      an.    TW^r'ularJ     tv  T^'Tw-.U-'lrich  bill,  is  not  of  any  paru    *• 
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•        -.  V"  ::.n.  ,ru  --         i  1*14  the  Wah  Chang  Co,  e-U?n;*i 

^-n»*t -i^-  *    u.*x»vv  controls  the  production  of  nt:*-  " 
*^        -  -    .;- -        .'  .  '.in     This  company  operates  ^.-    "• 

<^i4'^  »re.     It  poflBeasosacomplel'  r:  : 
.-    .  •  ,      r  :a*»  man'*''    'Mre  of  regulus  in  H  ■  • 
-nsi'^  "-e,  the  mont  «n«  — ' 

''  '^W  XhiTf  hif ' 


TARIFF — CHEMICAL.  SCHEDULE.  999 

'*  Prior  to  the  war  exports  of  Chinese  antimony  were  chiefly  in  the  hands  of  English, 
French,  and  a  few  German  firms.  The  New  Chinese  Antimony  Co.  (also  known  as 
he  rtiineee  Eastern  Antimony  Co.),  a  subsidiary  of  Cookson  &  Co.  of  England,  held  a 
contract  for  the  entire  output  of  the  Wah  Chang  Co.  This  contract  was  broken  shortly 
ifter  the  war  began,  although  the  Wah  Chang  Co.  paid  a  percentage  on  all  sales  to  the 
Sew  Chinese  Antimony  Co.  for  a  year  thereafter.  The  Wah  Chang  Trading  Co.  was 
>rganized  as  a  direct  selling  agency  in  New  York  and  has  establish^  a  large  business 
in  thifl  country.    ♦    *    * 

**  Chinese  antimony,  which  suffered  from  lack  of  advertising  before  the  war,  being 
largely  excluded  by  the  British  metal  in  this  country,  has  now  become  firmly  estab- 
lii^hed  in  our  markets.  " 

The  Wah  Chang  Mining  &  Smelting  Co.,  in  fact,  advertises:  "The  world's  largest 
antimony  producers  and  largest  importers  in  the  United  States  of  America. " 

It  ifl  therefore  evident  that  the  smelter  of  antimony  in  the  United  States  is  now 
confront^i  with  Chinese  competition,  which  did  not  exist  at  the  time  the  Payne- 
Aldrich  bill  was  in  effect. 

In  framing  the  relevant  sections  of  the  tariff  bill,  conditions  as  they  exist  in  Europe 
are  of  ho  importance  for  the  reason  that  the  production  of  anti^iony  is  now  firmly  in 
the  hands  of  the  Chinese,  ChinV  being  unquestionably  the  cheapest  source  of  pro- 
duction and  one  which  is  bound  to  mam  tain  a  monopoly  unless  tariff  barriers  nermit 
the  creation  of  an  independent  smelting  industry  in  other  countries  of  the  world. 

According  to  the  Umted  States  Tariff  Commission  (A  review  of  the  Antimony  In- 
dustry, Apr.  15,  1918),  prewar  costs  of  production  in  China  were  from  3  to  3 J  cents 
per  pound,  f.  o.  b.  Shanghai.  Even  in  1918^  however,  the  United  States  Tariff  Com- 
mission predicted  that  me  Wah  Chang  Mining  <fe  Smelting  Co.,  "the  world's  largest 
producer  of  antimony"  would  "register  a  furttier  improvement  when  a  21-mile  rail- 
road now  under  construction  is  finished  (probably  1919),  replacing  coolie  transporta- 
tion between  the  mines  and  the  river." 
The  same  article  states: 

"There  is  much  scope  for  further  savings  in  cost  of  Chinese  smelting,  and  sweeping 
changes  are  possible  in  the  adoption  of  mechanical  roasting  furnaces,  especially  de- 
signed reverberatory  furnaces  for  the  lic^uidation  process,  gaa-firing  for  reduction  fur- 
naces, and  the  Cottrell  electrical  precipitation  process,  all  of  which  have  been  sug- 
gested to  the  antimony  people  by  Chinese  experts." 

Trade  advices  confirm  the  adoption  by  the  Chinese  of  practically  all  of  these  sug- 
gestions, and  it  may  now  safely  be  assumed  that  in  spite  of  a  certain  increase  in  the 
cost  of  labor  in  China,  the  cost  of  metallic  antimony  or  regulus,  f.  o.  b.  Shanghai 
does  not  exceed  4  cents,  while  oxide  of  antimony  can  probably  be  laid  down  in 
Shanghai  at  a  cost  of  not  to  exceed  2i  cents  per  pound. 

Chinese  wages,  the  Tariff  Commission  states,  "  run  from  5  cents  to  40  cents  per 
day,  the  efficiency  of  the  Chinese  12-hour  coolies  being  approximately  35  to  50  per 
cent  of  the  Amencan  laborer,  whose  wages  are  $3  to  $4  for  eight  hours'  work." 

The  experience  of  the  Antimony  &  Compounds  Co.  is  to  the  effect  that  on  the 
present  basis  of  labor  costs  in  the  united  States,  oxide  of  antimony  can  not  be  pro- 
duced for  less  than  8  cents  per  pound,  and  metallic  antimony  or  regulus  for  less  than 
9}  cents. 

It  is  estimated  that  the  cost  of  transporting  Chinese  antimony  from  Shanghai  to 
America,  and  of  marketing  the  same  in  the  United  States,  is  about  1^ cents  per  pound, 
bringing  the  cost  of  Chinese  antimony  oxide  in  New  York,  plus  the  Underwood  duty, 
to  between  4  and  4 J  cents  per  pound,  and  the  cost  of  metallic  antimony  or  regulus, 
to  between  5}  and  6  cents. 

It  is  apparent  from  the  forgoing  that  the  imposition  of  a  specific  duty  of  4  cents 
per  pound  would  about  make  tne  cost  of  Chinese  antimony  equal  to  that  of  American 
antimony  in  the  markets  of  the  United  States. 

The  rates  of  duty  in  the  proposed  Fordney  bill  are  substantially  the  equivalent 
of  the  rates  in  the  Payne-Aldrich  bill,  except  that  the  rate  of  duty  proposed  for  oxide 
of  antimony  (2  cents  specific)  is  probably  slightly  under  the  specific  plus  ad  valorem 
rates  of  the  Pajrne-Aldrich  bill,  always  assuming  that  for  the  present  provision  for 
American  valuation  will  be  retaiued.  As  above  pointed  out,  however,  a  return  to 
the  P4yne-Aldrich  rate  is  qidte  insuflicient,  for  the  reason  that  since  the  Payne- 
Aldrich  bill  was  repealed  wholly  new,  different,  and  very  much  cheaper  competitive 
conditions  have  arisen,  which  necessitate  a  much  larger  degree  of  protection  if  the 
American  industry  is  to  survive. 

The  American  mdustry  has  never  been  sufficiently  protected  and  has  never  been 
able  to  earn  an  adequate  return  on  its  investment.  The  fact  tiat  antimony  is  an 
easential  metal  for  war  purposes  brings  the  article  clearly  within  the  principle  that 
adequate  protection  should  be  afforded  to  articles  which  are  indispensable  for  the 
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'Cause  there  is  no  competing  material  grown  in  this  country.  Any 
ity  on  licorice  root  can  be  sustained  only  as  a  revenue  measure^ 
irely  and  simply.     Furthermore,  it  is  opposed  to  the  principles 

even  a  revenue  tariff,  in  that  licorice  root  is  a  raw  material  and  any 
iport  duty  imposed  on  it  would  tend  to  restrict  rather  than  increase 
anufacturing  m  this  country. 
Prior  to  the  enactment  of  the  Underwood  tariff  there  was  a  tax 

2i  cents  per  pound  on  licorice  paste  inported  into  the  country, 
it  no  tax  on  licorice  root,  nor  had  there  ever  been,  according  to  mj 
lowledge.  On  the  contrary  the  policy  of  that  law,  enacted  as  it 
as  by  a  Republican  Congress  ann  based  on  the  Republican  prin- 
ple  of  protection,  was  to  admit  the  raw  material  free  of  duty  and  to 
ipose  a  tax  on  the  finished  product. 

senator  Simmons.  How  much  of  the  finished  product  is  used  in  this 
luntry  ? 

Mr.  Geddbs.  Probably  85  or  90  per  cent  of  what  we  import  is 
irned  into  paste. 

Senator  Simmons.  I  mean  the  domestic  consumption. 

Mr.  Geddes.  About  20,000  tons  per  annimi,  I  should  say. 

Senator  Simmons.  How  many  tons  of  licorice  root  does  it  take  to 
lanuf acture  the  finished  product  ? 

Mr.  Geddes.  Fifty  thousand  tons. 

Senator  Simmons.  And  this  duty  would  be  $20  a  ton  ?    That  is 

cent  a  poimd. 

Mr.  Geddes.  It  is  supposed  to  be  one-half  cent  a  pound. 

Senator  Simmons.  Yes;  that  is  ri^ht. 

Mr.  Geddes.  The  Underwood  tariflF,  passed  by  a  Democratic  Con- 
fess and  based  on  the  revenue  principle 

Senator  Simmons.  Pardon  me.     What  does  licorice  root  sell  for? 

Mr.  Geddes.  In  this  country  now? 

Senator  Scmmons.  Yes. 

Mr.  Geddes.  It  varies  in  price.  I  can  give  you  a  better  idea  of 
ffewar  prices  than  I  can  of  present  prices. 

Senator  Simmons.  What  was  it  before  the  war? 

Mr.  Geddes.  Before  the  war  its  value  was  about  $60  a  ton,  but  at 
)resent  it  runs  anywhere  from  $100  to  $300  a  ton. 

The  Chairman.  Do  I  understand  that  you  want  the  raw  product 
)rought  in  free  ? 

Mr.  Geddes.  Brought  in  free. 

The  Chairman.  And  a  higher  duty  on  the  finished  product? 

Mr.  Geddes.  No;  we  are  not  makmg  any  complaint  on  the  issue  of 
protection.    That  is  ample,  as  fixed  by  the  House  in  the  present  bill. 

The  Chairman.  How  much  revenue  would  come  from  a  duty  on 
the  raw  product  ? 

Mr.  Geddes.  It  would  amount  to  about  $560,000  a  year. 

The  Chairman.  In  the  country  as  a  whole  ? 

Mr.  Geddes.  Yes;  probably  six  or  seven  thousand  tons  are  im- 
ported by  others  in  addition  to  what  we  import  into  the  country. 
^,  Senator  McLean.  You  had  just  come,  in  your  remarks,  to  the 

^derwood  tariff  on  this  product. 
ft  ^frnvw..   T^i^p,   Underwood    tariff,    passed    by    a    Democratic 

on  the  revenue  principle,  reauced  the  tax  on 

>  1  cent,  and,  on  the  other  hand,  it  imposed  a 

cent  per  pound  on  licorice  root,  though  as 
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military  establishment  in  time  of  wai 
States  might  find  itself  deprived  of  lu 
fidently  believed  that  with  adequat- 
be  produced  in  substantial  auantiti'* 
industry  is  once  finnly  established 
their  own. 

The  duties  herein  requested  will  u 
mony  and  antimony  oxide  are  esse 
articles,  but  only  a  proportionately  \ « 
facture.    An  increase  in  duty  on  am  1 1 
reflected  to  any  material  extent  in  ti- 

Moreover,  the  duties  requested  a 
the  cost  of  production  in  the  Unit^ 
quested,  it  is  contemplated  that  lar. 
continue  to  be  imported  from  Chiu 
revenue  on  such  importations  as  we 
Fordney  bill. 

Finally,  the  duties  requested  w<^' 
extraordinary  high  prices  for  the  art . 
the  United  States  was  obliged  to  i 
manufacturers  and  Japanese  merchu 

It  is  therefore  suggested  that  para 
to  read  as  follows: 

**Paragraph  8,  Antimony:  Oxi<l 

*' Paragraph  376.  Antimony,  a« 

Respectfully  submitted. 


V 


New  York,  AiigtLst  15,  1921, 
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DBEWS  &  FOKBES 
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The  Chairman.  Will  you 
Mr.  Geddes.  I  appearr  on 

Fifth  Avenue,  New  York  Cit; 
The  Chairman.  Where  dc 
Mr.  Geddes.  Montclair,  I< 
The  Chairman.  In  i?eliat 

Co.? 

Mr.  Geddes.  Primarily  n 
importation  of  it  into    tlie  I 
into  a  commercial  artiole  en 
The  Chairman.  Are  you  . 
Mr.  Geddes.  Yes,  sir. 
The  Chairman.    Y  oxx    are 
Mr.  Geddes.  Vice  preside 
The  Chairman.  Wxll  you 
as  near  as  may  be,  yoxxr  vic\. 
Senator  Watson.    ^Wliat  \ 
Mr.  Geddes.  Para-^r-aph  : 
United  States  about  &0,000 
two- thirds  of  it  for    ovir  ow 
by-products,  and  t\x&     remu 
facturers  for  like  piiri><^^®®- 
No  licorice  root  is  P^^^'i^ 
to  produce  the  same .  ^^  ^ . 

at  great  expense  and  f^^^^*' 
there  is  no  factor     c>x      P^"" 


,  .«-p«d  in  this  com.tr. 

«h  tor  8  reveaue  u: 
*:»  ^  i^  normal  timr. 


,  :^^rice  root  b»» 
^^ofacentapooxdr- 

'  ^    material' 

■  ourselves  «*d  - 

jit^SiM^  the  bigl*  «»' ' 
"  »»^^'?thl  coSi*t«.t  ^' 
^^'Sesame^nount.^, 

s  to  about  thwe^"'' 
_-♦»  very  ««*"*'■  *" 
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McCoy,  what  is  the  total  revenue  from  this 

:il? 

'  last  year. 

0  of  licorice  paste  and  of  licorice  products 

medicinal  purposes  is  negligible  as  compared 

-e,  and  it  is  oelieved  that  possibly  the  pro- 

h  a  duty  on  licorice  root  was  considered  at 

i  lis  taken  oelief  that  the  imported  root  would 

iiedicinal  purposes,  whereas  the  fact  is  that 
cent  of  it  is  used  for  commercial  purposes. 

•laste  manufactured  by  MacAndrews  &  Forbes 
in  considerable  quantities  as  a  by-product 

mite,"  which  is  to-day  the  most  important 

iiguishment  of  oil  fires  and  other  fii'es  involving 
and  it  is  not  believed  that  it  will  be  the 
impose  an  import  duty  on  an  article  that 

Me  in  the  protection  from  fire  of  this  country's 

you  happen  to  know  why  this  Ucorice  had  a 
it  is  not  produced  in  this  coimtry  ? 
put  on  by  a  Democratic  Congress  for  revenue 

I  on  the  paste  was  lowered 

•rder  to  aestroy  the  industry? 
'  pretty  near  aoing  it. 
ou  say  a  duty  was  put  on  the  licorice  root  ? 

• 

v'liat  was  the  rate? 

irth  cent  per  pound. 
'lis  is  one-half  cent  ? 

one-half  cent. 

le  Fordney  bill  doubles  it  ? 

rdney  bil]i  doubles  it, 

cction  with  Foamite  that  we  as  well  as  other 
is  a  very  important  factor.     All  of  the  oil- 
ing equipped  with  Foamite  installation, 
rived  from  licorice  root  is  almost  negli^ble 

ig  in  the  neighborhood  of  $500,000  as  against 

()  be  raised  through  the  tariff  bill. 

■  the  argument  against  the  imposition  of  any 

['oot,  in  the  first  place  it  is  a  raw  material 

Tow  much  did   you   say   the   Government 

1  eceive  under  the  proposed  Fordney  tariff 

I  understood  Mr.  McCoy  to  say  that  the 
was  5141,000. 

cause  during  the  war  we  did  not  import  as 
»  used  to. 

^  V  one-half  a  cent  now  ? 
t  under  the  figures  he  quotes  as 
lalf  cent. 

the  average  amount  of  income 
nually  to  the  Federal  Govem- 
r  entire  net  income. 
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We  want  to  make  a  strong  point,  if  possible,  of  having  it  n-xn 
from  the  chemical  schedule  and  put  in  a  schedule  of  its  own.  b*^*. 
it  is  not  a  drug  nor  is  it  a  chemical. 

Nearly  all  the  large  oil  companies  have  installed  Foamite  «*. . 
ment  for  the  protection  of  their  tank  farms.  Tank  farms  and  -■ 
are  being  equipped  with  permanent  installations,  and  therr  »-. 
large  number  of  portable  equipments  of  various  kinds. 

Senator  Watson.     That  is  made  from  licorice  root  ? 

Mr.  Geddes.  Yes,  sir.     It  is  a  by-product. 

I  started  to  summarize  the  argument  against  the  impositji-' 
any  tax.  The  second  point  that  I  wanted  to  make  in  conn^  ' 
with  that  was  that  there  is  no  competing  local  product  to  prot^- ' 

Third,   the  burden  of  any  tax  whatever  would  reduce  th-  • 
income  by  practically  one-third  and  would  further  have  the  tf 
in  the  case  of  this  company  of  making  its  aggregate  Federal  ••-' 
more  than  double  the  amount  of  income  and  excess-prwfit-  •■ 
imposed  upon  other  companies  making  a  like  income. 

The  Chairman.  How  many  companies  are  in  this  busine^  t 

Mr.  Gedbes.  The  next  largest  one  is  in  Baltimore — J.  S.  Y 
Co. 

The  Chairman.  How  many  of  them  are  there,  altogether  ? 

Mr.  Geddes.  Probably  three  or  four. 

The  Chairman.  How  many  men  are  employed  in  the  aggn»^!' 

Mr.  Geddes.  Probably  700  men. 

The  Chairman.  Do  you  desire  to  file  a  statement  ? 

Mr.  Geddes.  I  have  this  memorandum,  which  I  will  submit 

It  would  raise  the  price  to  the  consumer  not  onlv  of  th<»  W  .r 
paste,  but  also  of  the  most  important  and  most  effect  ive  firv  p- 
tection  solution  now  in  use  in  the  United  States. 

It  would  hinder  the  company's  efforts  to  get  back  to  the  pn 
price  a  product  which  it  now  sells  for  nearly  three  times  the  pr-^ 
price,  but  at  no  greater  profit  per  pound  than  prior  to  the  war. 

The  amoimt  of  the  tax  to  oe  raised  is  negligible.  I  will  ^u^ : 
this  memorandum  for  a  brief. 

The  Chairman.  All  right.  I  should  be  very  glad  if  you  «  . 
take  opportunity  to  correct  the  print. 

(The  memorandum  referred  to  and  submitted  by  the  witn-^— 
as  follows :) 

State  op  New  York, 

County  of  New  York^  ss: 

W.  L.  Geddes,  being  duly  s"\vorn  according  to  law,  deposes  and  aayp  a«  tiiU'*- 

1.  That  ever  since  the  organization  in  1902  of  MacAndrews  d  Forb€«  0»    *  ' 
Jersey  corporation  engaged  primarily  in  the  collection  from  the  Neftr  Emt  «»■ 
portation  into  the  United  States  of  licorice  root  and  the  convenaon  thereul  ioitf  1:    * 
paste,  he  has  been  connected  with  the  production  end  of  the  busines*  mad  su.  - 
year  1915  he  has  been  and  now  is  \ice  president  in  charge  of  the  manufartun',  • 
of  the  business. 

2.  That  said  Mac  Andrews  &  Forbes  Co.  imports  annually  appmrimatrl}    • 
tons  of  root,  whereof  it  retains  about  two-tliirds  for  its  own  purposw  to  corns'^  . 
paste  and  by-product,  and  the  remaining  one-third  it  sells  to  other  maniiferfa^* 
a  like  purpose, 

3.  Tnat  no  licorice  root  is  produced  in  the  United  States,  nor  i»  it  ifnrti*'»r 
produce  the  same,  experiments  of  MacAndrews  &  Forbes  <>>.  roiKlian4pil  *•'* 
affiant  at  a  great  expenditure  of  money  havdngeo  proven.  CooseqaenUy  tbr  ^' 
protection  to  home  industry  in  no  wise  enters  into  the  question  of  iatfuttw  a  ' 
duty  on  licorice  root.  On  the  contrary  any  duty  on  licorice  twa  can  be  ••-•^* 
only  as  a  revenue  measure,  and  it  w*  "I  J  be  purely  and  simply  a  revenu«» 
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no  senae  a  protection  measure.  Furthermore,  it  is  opposed  to  the  principles  of 
en  a  revenue  tariff,  in  that  licorice  root  is  a  raw  material  and  any  import  duty  im- 
«ed  on  it  Tvould  tend  to  restrict  rather  thstn  increase  manufacturing  in  this  country. 

4.  That  prior  to  the  enactment  of  the  Underwood  tariff,  there  was  a  tax  of  2^  cents 
T  poiind  on  licorice  paste  imported  into  the  country,  but  no  tax  on  hcorieo  root, 
>r  had  there  erer,  to  this  affiant's  knowledge,  been  a  tax  on  licorice  root.  On  the 
»ntrarv.  the  policy  of  that  law,  enacted  as  it  was  by  a  Republican  Confess  and  based 
I  the  Republican  principle  of  protection,  was  to  admit  the  raw  material  free  of  duty 
id  to  impoee  a  tax  on  the  finisned  product. 

5.  That  the  Underwood  tariff,  passed  by  a  Democratic  Congress  and  based  on  the 
•venue  principle,  reduced  the  tax  on  paste  from  2.jf  cents  to  1  cent,  and  on  the  other 
ind  iQi{>08ed  a  tax  of  one-fourth  of  a  cent  per  pound  on  licorice  root;  though  as  origi- 
illy  framed  the  law  carried  a  tax  of  one-half  a  cent  per  pound;  upon  proper  preaenta- 
on  of  facta .  it  was  reduced  to  one-fourth  of  a  cent.  This  is  the  first  time  in  the  history 
'  the  country  that  any  Import  duty  1ms  been  imposed  on  this  particular  element  of 
iw  material. 

6.  That  the  proposed  present  rate  of  one-half  a  cent  per  pound  on  root  would  involve 
tax  of  approximately  1560,000  a  year  on  the  btisiness  of  MacAndrews  &  Forbes  Co. 

tone,  ^loreover.  this  import  duty  is  in  excess  of  the  average  amount  of  income  and 
xrpse  profit  taxes  paid  by  MacAndrews  &  Forbes  Co.  annually  to  the  Federal  Govern- 
lent  and  is  more  tnan  one- third  of  its  entire  net  income. 

7.  That  prior  to  the  beginning  of  the  war  the  price  per  pound  of  licorice  paste  sold 
•y  MacAndrews  &  Forbes  Co.  was  for  many  years  8  cents  per  pound,  but  that 
Ncing  to  the  high  cost  of  raw  material  and  of  labor,  as  well  as  the  imposition  of  duty, 
he  cost  at  present  is  22  cents  per  pound,  notwithstanding  the  consistent  efforts  of  the 
orapany  to  reduce  the  price.  Nonetheless  the  company  obtains  from  the  higher 
>riced  paste  only  the  saipe  amount  of  profit  per  pound  as  for  the  8-cent  paste.  The 
mpa'?ition  of  additional  tax  will  operate  very  strongly  as  a  hindrance  to  the  desired 
eduction  in  price.  In  fact,  the  duty  now  proposed,  if  enacted  into  law,  would  be 
»qual  to  a  25  per  cent  ad  valorem  duty  on  the  prewar  price  of  paste. 

8.  That,  although  licorice  paste  is  placed  in  the  portion  of  the  chemical  schedule 
lealing  with  dnigs  and  medicines  and  is  indeed  in  the  same  paragraph  with  well 
CDown  drugs,  yet  the  use  of  licorice  paste  and  of  licorice  products  generally  for  dnig 
»r  medicinal  purposes  is  negligible  as  compared  with  its  commercial  use  and  it  is  be-  ^ 
ieved  that  possibly  the  proposed  imposition  of  such  a  duty  on  licorice  root  was  con- 
iidered  at  all  only  because  of  a  mistaken  belief  that  the  imported  root  would  be  used 
or  dnig  or  medicinal  purposes,  whereas  the  fact  is  that  much  more  than  95  per  cent 
>f  it  is  used  for  commercial  purposes. 

9.  That  besides  the  licorice  paste  mapufactured  by  MacAndrews  &  Forbes  Co. 
there  is  produced  in  considerable  quantities  as  a  by-product  the  well-known  Foamite, 
which  is  to-day  the  most  important  single  factor  in  the  extinguishment  of  oil  fires 
and  other  fires  involving  inflammable  material,  and  it  is  not  believed  that  it  will 
be  the  policy  of  Congress  to  impose  an  import  duty  on  an  article  that  plays  so  impor- 
tant a  rdle  in  the  protection  from  fire  of  this  country's  oil  industry. 

10.  As  showing  the  importance  of  Foamite  in  the  oil  and  shipping  industry,  affiant 
nientions  that  some  months  ago  the  Cunard  Line  installed  a  Foamite  system  in  the 
steamship  Amdtania^  which  to-day  is  equpiped  with  Foamite  protection,  while  the 
steamship  Mauretania  which,  according  to  newspaper  reports,  suffered  a  disastrous 
fire  some  weeks  ago,  was  not  at  the  time  equipped  with  a  Foamite  system,  but  is  ex- 
pected shortly  to  be  so  ea nipped.  Numerous  other  ships  have  been  equipped  with 
the  system  and  contracts  nave  been  signed  for  the  equipment  of  a  great  many  more. 
Nearly  all  the  large  oil  companies  have  one  or  more  Foamite  equipments  for  the  pro- 
tection of  their  tank  farms.  The  tank  farms  and  the  ships  are  equipped  with  perma- 
nent installations.  In  addition  to  this,  there  is  a  vast  amount  of  Foamite  used  for 
portable  fire  equipment  of  various  kinds. 

11.  That  the  revenue  to  be  derived  from  li(;ori(^e  root  is  almost  a  negligible  item  to 
the  Government,  being  in  the  neighi)orhood  of  $500,00(J  as  against  $650,000,000, 
^'xpected  to  be  raised  through  the  tariff  bill. 

1^.  Finally,  the  summarized  arguments  against  the  imposition  of  any  tax  whatever 
on  licorice  root  are: 

'I)  There  is  no  competing  local  product  to  protect. 

(2)  The  burden  of  anv  tax  whatever  would  redure  net  inromo  by  practically  one- 
third  and  would  further  have  the  effect  in  the  cas*?  of  this  company  of  making  its  aggre- 
§5^t«  I^'ederal  taxes  more  than  double  the  amount  of  inc^ome  and  excess  profit  taxes 
iniposed  upon  other  companies  making  a  like  income. 

i3)  It  would  raise  the  price  to  the  consumer  not  only  of  the  licorice  paste  but  also 
•JJ  the  most  important  and  most  effective  fire-protection  solution  now  m  use  in  the 
United  States. 
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(4)  It  would  hinder  the  company's  efforts  to  get  back  to  the  prewar  price  t  pni 
which  it  now  sells  lor  nearly  tluree  times  the  prewar  price,  but  at  no  greater  profit; 
pound  than  prior  to  the  war. 

(5^  The  amount  of  tax  to  be  raised  is  negligible. 
•   (6)  It  is  a  raw  material. 

W.  L.  Gbddb 

Subscribed  and  sworn  to  before  me  this  13th  day  of  August,  1921. 

[seal.]  Aoatha  F.  Bresiik, 

Notary  Public,  Bronx  Cotn^ 

(County  clerk's  No.  55.  Certificate  filed  in  New  York  County.  Clerk's  Xo. ! 
Term  expires  March  30,  1923.) 

Senator  Watson.  Mr.  Walker  calls  my  attention  to  the  fact  ti 
the  chairman  inadvertently  skipped  the  name  of  Mr.  Wamer. 

The  Chairman.  His  name  was  not  skipped  inadvertently  by  I 
chairman.  Owing  to  the  fact  that  he  resides  in  Washinkan  I 
desire  was  to  acconmiodate  these  gentlemen  who  have  traveled  qa 
a  distance  and  have  made  arrangements  in  a  good  many  cases 
leave  to-night. 

Senator  Watson.  I  imderstand  that  Mr.  Wamer  represents « 
tlemen  who  live  out  of  town  and  who  want  to  be  heard  so  that  a 
can  get  away. 

The  Chairman.  In  that  case  we  will  hear  them;  but  there  is 
obligation  to  follow  this  order. 

Air.  Warner.  I  might  state,  Mr.  Chairman,  that  the  gentlemani 
had  intended  to  leave  town  this  evening  has  decided  to  stay  over. 

The  Chairman.  If  that  is  satisfactory  to  Senator  Watson — 

Senator  Watson.  It  is  perfectly  satisfactory  to  me. 

The  Chairman.  We  will  proceed  to  hear  Mr.  Keusel. 

STATEMENT  OF  JOHN  H.  KETJSEL,  EEPBESEFTIVG  lEADO! 

on  &  CHEMICAL  CO.,  TENAFLT,  V.  J. 

The  Chairman.  What  is  your  business  ? 

Mr.  Keusel.  Certified  public  accountant.  I  am  president  of  I 
Meadows  Oil  &  Chemical  Co. 

The  Chairman.  Do  you  participate  in  the  management  of  tl 
company  ? 

Mr.  Keusel.  Yes,  sir. 

The  Chairman.  How  many  men  are  employed? 

Mr.  Keusel.  There  are  about  eight  or  nine  men,  all  told. 

The  Chairman.  What  do  you  produce  ? 

Mr.  Keusel.  We  produce  ammoniiun  sulpho  ichthyolate  frc 
fossiliferous  marine  deposits. 

The  Cil^irman.  Are  there  any  other  concerns  producing  tl 
product  ? 

Mr.  Keusel.  Not  that  I  know  of;  not  in  this  country. 

The  Cilvirman.  You  are  the  onlv  one  in  the  United  States! 

Mr.  Keusel.  I  believe  we  are.     I  am  not  positive  of  that. 

The  Chairman.  It  looks  like  an  infant  industry. 

Senator  Slmmons.  In  what  section  of  the  bill  are  you  interest* 

Mr.  Keusel.  Paragraph  5.  It  is  not  covered  specifically  in  tl 
paragraph.  We  have  been  trying  to  get  a  specific  duty  on  \ 
chemical. 

Senator  Watson.  Is  it  in  the  present  law? 
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Mr.  Keusel.  No.  This  testimony  is  given  in  behalf  of  the  Mead- 
's Oil  &  Chemical  Corporation,  which  manufactures  ammonium 
Iplio  ichthyolate  from  fossiliferous  marine  deposits  located  in 
xas. 

Sen&tor  Watson.  Does  Ichthyolate  come  from  a  fish  ? 
Mr.  Xeusel.  Not   from   a  fish   directly,   but   from  fossiliferous 
arme  deposits. 

The  Chairman.  For  what  is  this  material  used  ? 
Mr.  Keusel.  It  is  used  as  a  medicine.     It  is  quite  extensively 
morted  and  used  extensively  in  this  country. 
The  Chairman.  What  sort  of  complaint  is  it  guaranteed  to  be  a 
ire  for? 

Mr.  KfiTSEL.  It  is  mostly  for  infectious  skin  diseases,  lupus  and 
.her  diseases  of  the  skin. 

Senator  La  Follette.  Is  it  applied  externally? 
Mr.  E^usEL.  It  is  applied  externally  and  internally  provided  that 

is  sufficiently  pure  to  be  taken  internally. 
Senator  Simmons.  How  much  of  it  is  imported  ? 
Mr.  Keusel.  Approximately  100,000  pounds. 

Senator  Simmons.  How  much  do  vou  make  ? 

Mr.  Keusel.  We  have  only  made  about  10,000  pounds,  so  far. 
Ve  have  only  been  two  years  in  business. 

Senator  Simmons.  You  mean  100,000  pounds  imported  every  year  ? 

Mr.  Keusel.  Approximately;  yes,  sir. 

Senator  Simmons.  You  make  10,000  poimds  a  year? 

Mr.  Keusel.  Yes,  sir. 

Senator  Walsh.  Is  there  a  duty  on  it  ? 

Mr.  Keusel.  There  is  a  duty  on  it. 

Senator  Walsh.  How  much  ? 

Mr.  Keusel.  Fifteen  per  cent;  but  it  also  varies.  There  are 
imilar  Droducts  that  carry  25  per  cent  duty. 

The  Chairman.  What  is  this  medicine  called  ? 

Mr.  Keusel.  It  goes  under  various  trade  names.  Senator.  The 
)est  known  is  proDably  ichthyol,  manufactured  in  Germany  and 
mported  here  and  sold  by  their  agents  in  New  York. 

Senator  Simmons.  For  what  trouble  did  you  say  it  was  a  remedy  ? 

^Ir.  Keusel.  Skin  diseases,  mostly.  It  also  forms  an  in^edient 
ised  in  hair  tonics  and  ointment.  I  nave  a  sample  of  a  skin  omtment 
Bade  up  which  contains  about  25  per  cent  ichtnyol. 

Senator  Siacmons.  Where  does  it  come  from  ? 

Mr.  Bjsusel.  I  have  it  in  my  brief.  If  you  will  wait  a  few  minutes 
until  I  have  a  chance  to  read  my  brief 

The  Chairman.  Are  you  ^oing  to  read  the  brief  ? 

Mr.  Keusel.  Yes,  sir;  it  is  only  a  2-page  brief. 

The  Chairman.  You  have  stated  practically  what  is  in  it.  You 
want  a  specific  duty  on  this  special  product  ? 

Mr.  Keusel.  I  have  something  in  this  brief  that  I  know  will  come 
up  for  discussion  after  I  read  it. 

Ammonium  sulphoichthyolate,  sometimes  known  as  ammonium 
ichthyolate,  and  by  various  trade  names,  is  used  extensively  as  a 
tttedicinal  chemical,  its  chief  property  being  that  of  a  powerful  germi- 
cide. Approximately  100,000  pounds  of  it  are  consumed  annually 
m  this  country.  It  is  the  chief  ingredient  of  many  prescriptions  and 
oiedicines,  such  as  salves  and  ointments. 
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Before  tlie  formation  of  tho  Meadows  Co.  practically  all  of  the 
ammonium  sulphoichthyolate  used  in  this  country  was  oBtained  froa 
a  company  operating  in  Hamburg.  This  oopmany  used  the  m&riv 
deposits  located  at  Seefeld,  in  Austrian  Tyrol,  as  a  source  of  a  supply. 

The  Chairman.  This  product  has  always  been  free,  has  it  not! 

Mr.  Keusel.  Not  the  ammonium.  I  have  here  just  what  is  coh- 
ered.    This  is  taken  from  Tariff  Information  Service,  paragraph  46: 

The  claasification  for  ichthyolate  in  561  of  the  free  list  of  the  act  of  1913  lu«  bea 
held  to  include  only  one  of  the  ichthyol  preparations,  although  a  number  of  (Am 
are  articles  of  commerce.  There  is  no  reason  to  believe  that  Consress  ohginiBf 
intended  that  one  compound  of  ichthyol  should  be  admitted  free  while  the  otkoi 
should  be  declared  dutiable.  Consideration  should  be  given,  therefore,  to  the  ad- 
visability of  including  it  either  on  the  free  or  dutiable  list  of  preparations  of  icfathjo- 
late. 

The  Chairman.  All  I  know  about  it  is  that  ichthyolate  is  pot 
down  on  the  free  list  in  the  statistics  of  imports  and  duties  that  an 
before  me,  prepared  by  the  Ways  and  Means  Committee. 

Mr.  Keusel.  I  have  one  particular  point  to  make  in  regard  to  the 
protection  that, we  ask  on  ammonium  sulpho  ichthyolate.  One  par- 
ticular reason  that  we  ask  for  it  is  that  tnere  are  a  lot  of  substitate 
compounds  which  are  not  derived,  I  believe,  from  fossiliferous  marine 
deposits,  and,  as  far  as  we  have  been  able  to  ascertain,  have  not  the 
medicinal  qualities  that  the  original  product  has. 

Recently,  because  of  the  high  price  of  this  valuable  chemical,  many 
chemists  sought  to  produce  a  satisfactory  substitute.  As  a  result, 
the  market  is  to-day  glutted  with  synthetics  resembling  the  original 
product  in  appearance  only,  most  oi  them  having  only  minor  medici- 
nal qualities.  It  must  be  understood  that  these  rank  substitutes  an 
concocted  in  foreign  countries  and  dumped  on  the  market  at  so  low 
a  price  as  to  tempt  many  pharmacists  to  substitute  these  in  place  of 
the  genuine  product.  It  is  needless  to  make  further  comment  about 
this  practice  than  to  state  that  the  public  is  being  cheated  shocking 
in  manv  instances.  Most  of  these  synthetics  are  manufactured  from 
other  sources  than  marine  deposits  and  in  consequence  lack  not  only 
the  penetrating  quality  but  tlie  germicidal  action,  both  of  which  aw 
vitally  necessary  to  make  the  chemical  in  question  of  any  vahw 
whatsoever.  Some,  however,  have  such  a  violent  penetratiAg  (juality 
as  to  inflame  the  wound  and  the  tissues  where  it  has  been  applied  and 
aggravate  it. 

These  syntli(4ics  all  pass  under  the  name  of  ammonium  sulpho- 
ichthyolate or  some  trade  name,  and  it  is  next  to  impossible  topwn' 
that  it  is  not  such,  as  there  is  no  standard  formula  with  which  they 
should  comply.  Even  if  there  were  such  a  formula,  it  would  be 
equally  difficult  to  prove  fraud  in  view  of  the  fact  that  this  chemirtl 
is  a  colloid.  I  am  firmly  convinced  that  no  satisfactory  substitute 
for  ammonium  ichthyolate  has  been  manufactured  if  marine  deposit* 
were  not  used  as  a  source. 

When  marine  (le[)osits  are  used  it  makes  a  very  expensive  nian^ 
facturing  process  in  that  the  rock  must  be  crushed  in  onler  to 
obtain  the  first  crude  distillate,  which  under  the  most  satisfactory 
operation  yields  less  than  4  per  cent  by  volume.  The  manufaotjir- 
ing  cost  of  the  Meadows  Co.  has  been  carefully  calculated,  covering 
a  period  of  a  yeai*  and  a  half  and  was  found  to  be  greater  thanS2.J0 
per  pound.     Needless  to  state,  we  can  not  compete  with  synthelKS 
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hich  ar^  being  dumped  on  the  market  at  a  price  as  low  as  35  cents 
er  pound,  as  nas  been  the  case.  Therefore  we  feel  that  a  specific 
uty  of  $2  per  pound  is  the  very  least  that  would  be  required  to  place 
tie  American  ammonium  sulphoichthyolate  on  a  competitive  basis 
rith  the  foreign  substitutes,  which  not  only  would  have  the  effect 
f  protecting  this  infant  industry  but  at  the  same  time  would  protect 
he  American  public  against  sucn  a  fraud  as  is  being  practiced. 

We  therefore  ask  the  Senate  Finance  Committee  to  take  our  product 
ut  of  the  category  of  chemicals  which  are  protected  by  a  25  per  cent 
x\  valorem  duty  as  covered  in  paragraph  5  of  H.  R.  7456  and  place 
t  under  a  separate  paragraph  which  would  grant  us  a  specific  duty 
>{  $2  per  pound. 

We  suggest  the  following  wording: 

Ammoniuin  Bulphoichthyolate,  ammonium  ichthyolate,  their  substitutes  and  their 
alt<^.  and  preparations  containing  the  same,  a  specific  duty  of  $2  per  pound. 

Senator  Sutherland.  Where  do  you  get  vour  raw  material  ? 
Mr.  Keusel.  We   have   property  located   in    Texas,    in    Burnet 
bounty,  which  covers  an  area  of  about  600  acres,  and  there  is  a  supply 
there  w^hich  will  last  probably  600  years. 
Senator  Sutherland.  Fossiliferous  marine  deposits  ? 
Mr.  Keusel.  Yes,  sir. 

The  Chairman.  For  how  much  do  you  sell  this  article  per  pound  ? 
Mr.  Keusel.  We  have  been  trying  to  sell  it  at  $2  to  S3  a  pound. 
The  Chairman.  Then  you  want  100  per  cent  duty? 
Mr.  Keusel.  We  have  to  quote  a  price  of  $3  a  pound  if  our  manu- 
facturing cost  is  $2.70;  and  we  can  not  compete  with  synthetics  and 
we  can  not  prove  that  they  are  not  as  good;  at  least,  it  will  take  a 
lot  of  time  and  money  to  do  so. 

Senator  McCumber.  You  are  not  asking  for  a  duty  as  against  the 
ichthyolate  at  all,  but  are  simply  asking  to  protect  yourself  against 
something  that  some  physician  claims  is  a  substitute  for  it  ? 

Mr.  Keusel.  i  would  be  perfectly  well  satisfied  if  I  could  get  a 
duty  of  $2  a  pound  on  ichthyolate  substitute,  something  that  had 
an  origin  outside  of  marine  deposits,  to  let  the  original  German 
ichthyolate  come  in  free  if  necessary.  We  meet  competition  entirely 
from  the  substitutes. 

Senator  McLeax.  Are  these  synthetics  made  from  coal-tar 
products  ? 

Mr.  Keusel.  No,  sir;  it  has  nothing  to  do  with  coal-tar  products — 
oh,  the  synthetics.     I  beg  your  pardon. 

Senator  McCumber.  They  are  not  made  from  this  crude  ichthyolate 
at  all,  are  they? 
Mr.  Bjeusel.  Not  so  far  as  I  know. 

I  will  read  a  little  passage  which  is  also  taken  from  Tariff  Informa- 
tion Service.  This  covers  essentials  oils,  which  also  should  cover 
ichthyolate,  although  that  is  not  reallv  an  essential  oil.  Yet  this 
particular  paragrapn  could  very  easily  be  applied. 

In  many  instances  a  product  must  be  juaged  solely  bj^  its  odor  or 
the  knowledge  of  its  origin  and  preparation. 

The  first  thing  that  a  chemist  doe^  when  he  sees  an  ichthyolate 
product  is  to  open  up  the  bottle  and  smell  it,  and  if  it  has  a  peculiar 
petrolic  odor  to  it  he  can  be  safely  assured  that  it  is  made  from  petro- 
leum and  not  from  a  real  marine  deposit. 
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Senator  McCumber.  If  it  smells  like  decayed  fish,  then  he  kfrivi 
it  is  the  true  ai'ticle? 

Mr.  Keusel.  Yes,  sir. 

Senator  Watson.  It  is  used  by  specialists  in  the  treatmcc: 
intestinal  indigestion,  is  it  not  ? 

Mr.  Keusel.  Yes,  sir;  the  pure  article  is. 

Senator  Simmons.  You  can  get  along  without  any  duty  on  j-  .- 
product  at  all,  but  you  want  a.  duty  put  on  anything  that  is  sold  mp  . 
substitute  ? 

Mr.  Keusel.  That  is  it  exactly. 

Senator  Simmons.  That  is  a  new  principle,  entirely.  I  hftd  z  • 
heard  of  that  principle  before. 

Mr.  Keusel.  In  view  of  the  fact  that  this  tariff  bill  b  hetiir-' 
"  To  provide  revenue,  to  regulate  commerce  with  foreign  countv- 
to  encourage  the  industries  of  the  United  States,  and  for  other  jl*- 
poses,''  this  would  be  a  very  good  way  of  introducing  a  pure  i--. 
and  dnig  law. 

The  Chairman.  We  will  give  it  very  careful  consideration.  5L- 
Keusel. 

The  Chairman.  Mr.  Arthiu*  O'Brien*  Is  he  present !  Pfo  r^ 
sponse.]    Is  Mr.  J.  G.  Timolat  present  ? 

Mr.  TmoLAT.  Yes,  sir. 

STATEMENT  OF  J.  O.  TIMOLAT,    BEPBESEVTIMO    0AKLAJ9 

CHEMICAL  CO.,  NEW  YOBK,  N.  Y. 

The  Chairman.  Will  you  please  state  your  address! 

Mr.  TnfOLAT.  New  York  City. 

The  Chairman.  What  business  are  you  in  I 

Mr.  Timolat.  I  am  a  manufacturer  of  barium  chemicals  and  *tr- 
president  of  the  Oakland  Chemical  Co. 

The  Chairman.  Where  is  that  located  ? 

Mr.  Timolat.  New  York  City. 

The  Chairman.  What  is  theu*  product  ? 

Mr.  Timolat.  They  manufacture  barium  chemicals  and 
of  hvdrogen. 

Tne  Chairman.  Will  you  please  state  to  the  committee  your 
as  briefly  aspossible  ? 

Senator  Watson.  What  is  the  paragraph  of  the  bill  t 

Mr.  Timolat.  Paragraphs  11  and  64. 

In  1890  the  Oakland  Chemical  Co.  began  the  manufacture  •■' 
bariiun  chemicals  in  this  country 

The  Chairman.  Are  there  many  other  concerns  manufartunrj 
these  products  ? 

Mr.  Timolat.  There  were  two  others,  and  I  am  not  sure  bat  wb*' 
there  is  only  one  now.     I  think  one  has  had  trouble. 

The  Chairman.  Yours  and  one  other? 

Mr.  Timolat.  Yes,  sir. 

The  Chairman.  How  many  men  are  employed  all  together  in  -= 
two  concerns  ? 

Mr.  Timolat.  I  do  not  know  how  many  in  the  other;  in  oore.  \> 

The  Chairman.  Where  is  the  other  concern  located  I 

Mr.  Timolat.  In  Ohio.  In  1890  this  country  began  the  mar;- 
facture  of  bariimi  peroxide  and  bariuT"  Mi t rate,  and  continued  maca-. 
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^turing  until  1898.  At  that  time  foreign  barium  peroxide  was  sold 
tliis  country,  duty  paid,  at  a  price  less  than  it  could  be  produced 
',  and  the  manufacture  ceased. 

In  1915,  when  the  foreign  supply  was  shut  off,  we  again  started  to 
stnuf  acting  these  products.  During  the  period  from  1898  to  1914, 
len  the  duty  averaged  about  25  per  cent,  which,  translated  into 
3iiey,  was  equiyalent  to  from  IJ  to  2  cents  per  pound  on  barium 

roxide,  it  was  not  able  to  compete 

Senator  La  Follette.  What  does  this  product  sell  for  by  the 
»und9 

Mr.  TiMOLAT.  In  1890  to  1898  it  cost  to  make  it  from  12  to  18  cents 
pound.     In  1898  imported  English  barium  cost  10  cents  per  poimd. 
am  speaking  of  barium  peroxide,  now.     In  1918  the  imported  Ger- 
an  barium  had  come  down  to  a  price  of  6^  cents  a  pound. 
Senator  Watson.  What  is  it  used  f or  ? 

Mr.  TiMOLAT.  For  the  manufacture  of  peroxide  of  hydrogen  and 
iso  used  in  war  industries. 
Senator  Watson.  That  is,  the  nitrate  ? 

Mr.  TiMOLAT.  No,  sir;  the  peroxide.  The  nitrate  is  also  used  in 
yrotechnics.  The  1921  costs  are  very  difficult  to  get  at.  We  are 
quidating  material  and  labor  and  I  can  not  give  you  a  definite  cost, 
ut  the  costs  are  rapidly  going  down. 

In  the  winter  of  1912-13  I  made  a  trip  to  Germany  to  investigate 
he  state  of  the  art.  I  found  there  that  labor  in  the  chemical  in- 
ustry  on  the  Khine  was  receiving  3  marks  a  day — 72  cents — ^for 
0  hours'  work.  We  had  been  paying  $2  a  day  at  the  same  time 
or  9  hours'  work.  In  the  manufacture  of  barium  peroxide  labor 
epresents  about  one-fourth  of  the  direct  manufacturing  costs  and^ 
according  to  the  Tariff  Commission's  figures,  the  cost  of  barium 
)eroxide  in  1919  was  19.7  cents  a  pound.  This  would  bring  the 
abor  cost  to  about  5  cents,  or  one-third  of  the  total  cost. 

If  we  use  that  as  a  basis  we  find  that  the  sole  difference  here  is 
eally  a  question  of  the  difference  in  cost  of  labor  and  the  cost  of 
*rude  material.  All  of  these  materials  are  made  from  what  is  known 
IS  a  crude  material,  spar  barytes.  The  spar  is  mined  in  the  South 
ind  in  the  West.     It  is  also  mined  in  Germany. 

Senator  Simmons.  Is  there  any  duty  on  barytes  ? 

Mr.  TiMOLAT.  Yes,  sir;  15  per  cent  "now. 

Senator  Simmons.  What  is  it  in  the  Fordney  bill  ? 

Mr.  TiMOLAT.  Four  dollars  per  ton,  it  is  proposed. 

If  there  is  a  high  duty  or  any  duty  of  any  account  placed  on 
crude  barytes  there  should,  of  course,  be  a  correspondingly  high 
duty  on  tfie  others. 

We  come  to  the  question  of  freight.  We  have  the  question  of 
loreign  freights  so  much  lower  than  our  domestic  freights  that  it 
puts  the  manufacturer  at  a  decided  disadvantage. 

Before  the  war  the  German  barytes  was  landed  each  year  for  about 
what  the  freight  rate  is  from  the  mines  to  this  market;  and  this  is  a 

Suestion,  agam,  of  localizing  an  industry  due  to  freights.  If  a  higher 
uty  is  imposed  on  the  crude  barytes  it  imposed  a  biu^den  on  the 
eastern  manuf actiu'er.  If  there  is  no  duty  on  it,  then  the  miner  feels 
^ggreived-  But  it  is  largely  a  question  of  the  localizing  of  industries 
due  to  high  freight  costs. 
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I  have  prepared  a  brief  in  which  I  have  gone  into  the  histonr  • '  • 
matter,     i  have  ^iven  statistics,  and  so  forth.    Most  of  mj  tiif«<r: 
tion  is  compiled  from  the  tariff  reports  combined  with  tny  amn  :  i 
ticular  knowledge.     I  do  not  think  there  is  any  standard  uiaI  v 
go  by  now  except  one  of  comparison.     I  think  matters  will  soon  r»  i- 
sert  themselves.     War  conditions  will  reach  prewar  condiiioa'*  ^ 
we  will  find  practically  the  same  conditions  existing  here  in  a  ^*  ' 
time  that  existed  then. 

The  Chairman.  All  right.     Your  statement  will  be  printed  ic  * 
record. 

Mr.  TiMOLAT.  Thank  you,  sir.     I  should  be  glad  to  have  an  i>v»' 
tunity  of  correcting  my  statement. 

The  Chairman.  We  want  everyone  to  correct  their  stalem^'- 
It  is  their  own  fault  if  they  do  not  correct  them  and  send  thetn  \m 
We  will  have  it  sent  to  you  and  you  can  correct  it. 

(The  brief  referred  to  and  submitted  by  the  witness  is  as  folV» • 

THE   BARIUM   CHEMICAL  IMDUSTBT. 

In  1890  this  company  began  the  manufacture  of  barium  peroxide  mod  •«- 
nitrate,  an  intermeoiate,  and  continued  manufacturing  until  ISdS.     At  t^mi  . 
foreign  barium  peroxide  was  sold  in  this  country,  duty  paid,  at  a  prire  htm  *l». 
could  be  produced  for  and  the  manufacture  ceaeed. 

In  1915,  when  the  forei^  supply  was  shut  off,  this  company  again  etartrd  t**  r^^ 
these  products  and  has  since  been  and  now  is  maldnj?  barium  peroxide  aod 
barium  chemicals;  its  continuation  in  this  business  wfll  depend  upon  it*  alu! ' 
compete  with  the  foreign  products  which  are  now  appearing  m  this  marlcM. 

During  the  period  from  1898  to  1914,  when  the  duty  averaged  about  25  frr 
which  translated  into  money  was  equivalent  to  from  1 J  to  2  centaper  poond  oo  l%r 
peroxide,  it  was  not  able  to  compete;  what  it  will  be  able  to  do  m  the  futnie  r*^  • 
to  be  seen.    World  conditions  are  very  unsettled,  coal  and  labor  roeta  fltartaav 
lently,  and  no  definite  knowledge  of  present  foreign  costa  ia  obtainable. 

It  is  highly  probable  that  the  same  relative  conditions  exist  now  aa  exiAr-i  *• 
the  war  and  will  continue  to  exist  when  industrial  relations  l)ecome  nonnal 

In  1913,  from  personal  investigation  in  the  Rhine  district  of  Germany.  laK-r  l- 
chemical  industry  received  3  marks  or  72  cents  per  day  of  10  hours;  near  Xe«  '. 
during  the  same  period  the  rate  was  $2  per  day  of  9  hours. 

In  the  manufacture  of  barium  peroxide  labor  representa  about  one-iounh 
direct  manufacturing  cost,  and  \^here  in  the  United  States  in  1919  the  tot^  «•-•  ■ 
$0,197  per  pound  the  actual  labor  cost  was  about  5  cents  per  pound.  «*-■ 
Germany  a^  here  the  labor  cost  is  only  one- third  the  American  coet  it  wnoU  t^   ' 
IJ  cents  per  pound. 

This  difference  runs  through  all  the  barium  chemicals;  in  the  simpler  pmd-j-  > 
labor  cost  is  not  so  great,  but  in  the  more  complex  product*  it  is  increasin^y  im^  -- 

In  the  case  of  barium  peroride  the  crude  barytes  is  first  reduced  to  bftrium  «•  "r 
which  is  then  converted  into  barium  carbonate,  from  ^  hichitis  converted  in**  i*r 
oxide  and  then  into  barium  peroxide,  each  step  in  this  process  involving  Inbor  «• :  - 
of  the  direct  manufact\iring  cost,  as  well  as  the  indirect  labor  chaige  dae  t    " . 
priced  machinery  and  supplies  \\  hich  all  carry  this  difference  bet  A'een  .!»«*>  u  - 
foreign  labor  in  their  cost.    Obviously  in  anv  manufacturing  operation  the  ad^*^' 
so  far  as  manufacturing  oists  are  concerned,  lies  with  that  country  wbfve  ttr   ■ 
cost  is  low. 

If  American  standards  of  pay  and  American  opportunities  lo  wi>rk  aie  t«»  ^*  •■^ 
tained  tho.^e  products  where  labor  is  an  important  element  f>f  cost  mu^t  trr^i^*    • 
tec  tion;  trade  inevitably  and  always  seeks  the  cheapest  markets     Uft«eipi  '* 
chemicals  can  be  laid  down  in  the  United  Ptatee  <'heaper  than  they  ran  le  Mar-  ■ 
tured  in  the  United  b'tates  then  the  foreign  article  wiU  control  the  market. 

If  a  high  duty  is  placed  on  crude  barytee,  the  raw  material  from  vkifk  'ac 
chemi(  als  are  made,  then  a  correspcmdingly  high  duty  should  be  plared  <«£•  *  ** 
chemi'^als. 

It  would  eeem,  however,  in  view  of  the  peculiar  con'^itionj*  doe  t»>  K»nf  ka^..  • 
high  freight  (barges  on  crude  barvtes,  whi  h  so  \-itAlly  affect  thia  indiirtr\  -■ 
country,  that  it."  interests  fould  be  best  con  '»v  a  low  or  no  dntv  <«  Ut   ' 
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laterial  (rnide  barytes)  and  a  rate  on  the  other  articles  according  to  their  finished 
ilue  and  the  labor  involved  in  their  production. 

It  is  suggested  that  the  duty  on  crude  barjrtes  should  not  exceed  $2  per  ton;  on 
irium  peroxide,  4  cents  per  pound;  barium  carbonate,  1  cent  per  pound;  barium 
ilciride,  1^  cents  per  pound;  blanc  fixe,  1  cent  per  pound;  barium  sulphide,  1  cent 
>r  p<>und;  barium  nitrate,  2  cents  per  pound. 

This  protection  will  enable  barium  chemical  manufacturers  to  continue  in  business. 
id  afford  an  opportunity  to  develop  and  prove  whether  this  industry  can  be  perma- 
Biitly  maintained  in  America. 

UiHUfry. — In  the  United  States  there  are  two  main  sources  of  supply  of  crude  barytes, 
le  known  as  the  ''southern  field/'  located  chiefly  in  Tennessee  and  Georgial  the 
ther  known  as  the   'western  field,"  located  in  Missouri. 

There  are  two  kinds  of  barytes  mined,  one  quite  white  or  slightly  discolored,  which 

ground  or  powdered  and  used  in  the  manufacture  of  paints;  the  other,  more  or  less 
bt<x>lored,  used  for  manufacturing  barium  chemicals,  though  both  may  be  used  for 
ariiim.  chemicals. 

There  are  also  two  general  markets;  one  on  the  Atlantic  seaboard  extending  from 
altimore  to  New  York,  the  other  in  the  Middle  West  centering  about  Chicago  and 
t.  Louis. 

n  1916: 

Western  barytes,  cost  to  produce  (p.  32) $4. 82 

Freight  t©  Atlantic  seaboard  (p.  26) 5.  70 

Eastern  market  price  Cnet  ton) 10.  52 

n  1919: 

Western  barytes,  cost  to  produce  (p.  32) 9. 40 

Frei^t  to  Atlantic  seaboard  (p.  26) 5.  70 

Eastern  market  price  (net  ton) 15. 10 

[n  1916:  .  ^ 

Southern  barytes,  cost  to  produce  (p.  33) 4.  25 

Freight  to  Atlantic  seaboard  (p,  26) 4. 47 

Eastern  maa'ket  price  (net  ton) 8.  72 

In  1919: 

Southern  barytes,  cost  to  produce  (p.  33) 7.  35 

Freight  to  Atlantic  seaboard  (p.  26) 4.  47 

fiaatern  market  price  (net  ton) 11.  82 

Prior  to  the  war  about  35  to  40  per  cent  of  the  consumption  of  barytes  came  from 
Europe  (Germany  chiefly),  and  60  to  65  per  cent  from  domestic  sources  (p.  19). 

Prewar  cost  of  German  barytes  f.  o.  b.  mines  per  shortt  on |1, 75 

Freight  from  mines  to  shipping  port  plus  freight  to  New  York  or  Philadelphia.     2. 95 

Cost  exclusive  of  duty 4. 70 

1913  duty  15  per  cent  and  charges  (p.  32) 50 

Total  cost, 5. 20 

From  the  above  statement  it  wdll  be  se^n  that  western  or  southern  barytes  did  not 
compete  with  foreign  barytes  on  the  Atalntic  seaboard  because  of  railroad  freights,  and 
ioreign  barytes  did  not  compete  with  domestic  barytes  in  the  central  west  for  the  same. 
reason. 

In  1919  the  total  consumption  of  crude  barytes  for  all  purposes  was  194,715  tons 
\p.  19). 

Thirty-two  per  cent  was  ground  and  used  in  the  paint  industry  of  a  value  of  $19.25 
per  ton  (p.  73),  total,  $1,213,731.75,  the  labor  cost  of  which  was  slightly  under  13 
^r  cent. 

Fifty-four  per  cent  was  used  in  the  manufacture  of  lithopone  of  which  there  was  pro- 
duced in  1919  145.000.000  pounds  (p.  56)  costing  $0.0602  per  pound  (p.  82^  of  a  total 
value  of  $8,729,000.  the  barytes  representing  14  per  cent  of  this  sum  (p.  13)  or$l,222,060. 

Fourteen  per  cent  was  used  in  the  manufacture  of  bariiun  chemicals;  the  principal 
io\M  of  which  are  barium  peroxide,  barium  carbonate,  barium  chloride  and  blanc 
iiie.    No  quantities  or  vAlues  of  these  products  are  given  for  1919,  but  in  1918,  38,041 
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TTudf'  hime*  p-  If  iPEte  vsed  in  the  pioduction  of  46X2.ft^  • 

"Demi  -A.  m  itz^itt.  v^il-e  fyvn^Fiminp  the  amallest  amouii^  < '  ~ 
^--:n*-  thr  larT*^  tzz.-st*!d  taI  .:e  Aad  by  far  the  Iftifreet  Ubor  ck 
:.:     mrnraljT  all  tar::ia  rb^^mcaJs  were  imported  lod  ^\y  * 
--  -  v^nr,  very  muci  Ir^ff  -^jm  dov,  there  was  imported  iDt<":..> 
vw.TiTid''  of  hanum  ch«oii"Aics.  exclusive  of  bianc  fixe  lod  >'' 
hlr}'  .S24    p.  47  .    •>*  thi*  quantity  there  were  6,085,909 ;.  . 
.  ..'    Tiui  a  \*alu€  of  |S3L-.l4i. 


I 


Tinrniide,  with  a  cost  ral-e  oi  $0,197  per  pound,  carried  in* 

••    ..........----...-.---.......•...........,...«. 

•.•'vsreir,  and  expense? 


I 


J.  >vjC.  . 


-    s| 

-»an«u«  with  a  cost  value  oi  ID.C^I^  per  pound,  carried  a  rav-ini> 


» •  •  < 


I 


'  miuu  •  .iKjffie.  vTitb  a  cost  value  oi  90.>>5.S9  per  pound,  carried  a  raw-mit^-r^ 

••^l/Ul .. _.. «. ---............ '     * 

'.  elUt?*fcU- ,.... ' 

I 

AH-  :ix^  vuh  uirnm  value  of  10.034  per  pounds  carried  a  raw-material  co»t'  i.   - 

•'iUtfidUI «.. ......... ................. ............. 

^  v»r .............. .^^ ............. ......•...•...•..•...•••.......••...•... .• 

I 

^^e  barium  chemical  industiy  i$  rr.^^Tewively  important;  barium  pevoxi<l*>  i*  - 
n^f  luauuiacture  of  peroxide  ot  ^vrir^.^ffo,  an  almost  indispeuBable  Mearhin:  >.' 
-..(  u«  :>leachin^  of  siIk,  fine  wocK  ine  cottons,  hair,  ivorv,  and  many  other  pr  • 
»'>Luec>  ltd  emipioyment  in  medkisf.  die  United  States  6ovemment  using  mli^ 
Liau.    houtiaudB  of  pounds  in  ii»  runuoif  buLvpital  and  health  services. 
•Iridiu  peroxide  is  also  used  ix  ronmiL-al  waziue  in  the  production  of  ^un  n?  > 

>;  liher  banum  chemkak  enwr  taou  cite  pamt,  ceramic,  glass,  color,  aQt<  r 
"    •  ..»»ber,  and  other  indn5inni«K  jb-  4  butter  knowledge  of  their  proper.  •  • 
.  .*:  .^^ome  blown  ther  avr  imfin^  a  ct>is»caatly  broader  6eld  of  ueefulnew. 
'i>  induativ  preeestf  a  7*f»ulur  ^cuani^Ei:  The  producing  centera  of  tii'   * 
'\»id  axe  (iiscas.'  infiL  "chi  ^mtntmem  who  are  located  near  their  markf*- 
\b.  in  Udp  camn^  «w  ^w»'v  miuoc  hiioie  are  long  and  while  rates  per  i. ' 
*     ««r  thaLOi  iiirmm.  i*iJl  liamoLW  »e  so  much  greater  that  freight  ni»*  . 

..   rud»'  or^  ^T^kv^"*^  n  'ih*  ^unh.  and  West  in  the  past  have  not  b*^=  • 
.j^te  n  -''   ^*'  *^ '*    ^^if«)»«»w  ^r-^lTK-ers  because  of  the  frng&t  rate  %• 
-iuaL»^   tr »  *'•?'* » 'i*^^  *^'*^  ''•'**^  '^  vVPeisB  harytes  at  .\tlantic  port»,  wb  - 
'  "lTL    V  Hi.u    vi    iVttAnrto  m  *die  weetera  market  because  of  th««p  ^ 

5**^^- '.  1  •  ♦--*  ^  »«i  •  *tO  hihI  "f*  "h«f  costs  of  the  consumers  witboot  b' 

mz  on    '  '    '  .  .  ,„  J  ,^  t  i^i,,  uhrtiK«i  »  overoome  the  freight  on  the  no--'  * 

'.new**'-**      _    ,.  ui^vt^t  l^wttUB^"  '*»Acon9uif»^*»^bmw'    • 

''^' ..- .'^  ju*uw4«'  --etn: 
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Tlie  CHAiRfiiAN.  The  next  gentleman  on  the  list  is  Mr.  John  T. 
ieasley,  of  Terre  Haute,  Ind. 
(No  response.) 
Tlie  Chaibman.  Mr.  P.  W.  Drackett,  of  Cincinnati. 

STATEMEVT  OF  P.  W.  DSACKETT,  BEPBESEVTIN&  CEBTAIV 
MAirXTFACTUBEBS   OF   EPSOM  SALTS,  CIHCINITATI,  OHIO. 

The  Chairman.  Please  state  your  full  name. 
Mr.  Drackett.  P.  W.  Drackett. 
The  Chairman.  Where  do  you  reside  'i 
Mr.  Drackett.  Cincinnati,  Ohio. 
Tlie  Chairman.  What  is  your  occupation  ? 

Mr.  Drackett.  Manufacturer  of  chemicals,  of  which  Epsom  salts 
is  one. 

The  Chairman.  Do  you  represent  any  other  concerns  besides  your 
ownl 

Mr.  Drackett.  Yes,  sir.    I  represent  eight  diflFerent  concerns. 
The  Chairman.  Where  are  they  located? 

Mr.  Drackett.  The  Vi^ctor  Cnemical  Co.,  of  Chicago,  111.;  the 
Clark  Chemical  Co.,  of  Cleveland,  Ohio;  the  Lennox  Chemical  Co., 
of  Cleveland,  Ohio;  Ohio  Chemical  &  Manufacturing  Co.,  of  Cleve- 
land, Ohio;  P.  W.  Drackett  &  Sons  Co.,  of  Cleveland,  Ohio;  the 
Crystal  Carbonic  Laboratory,  Atlanta,  Ga. ;  Sweetser  &  Bainbridge 
(hic),  Albany^  N.  Y.;  and  racific  Sihcate  Co.,  San  Francisco,  Calif. 
The  Chairman.  Did  you  have  a  hearing  before  the  House  Ways 
and  Means  Committee  ? 
Mr.  Drackett.  Yes,  sir. 

The  Chairman.  What  do  you  want  from  this  committee  ? 
Mr.  Drackett.  Under  the  Payne-Aldrich  bill  the  duty  was  one- 
fifth  of  1  cent  a  pound.  In  1913  it  was  one- tenth  of  1  cent  a  pound. 
The  Fordney  bill  gave  us  50  cents  per  100  pounds.  We  had  asked 
for  a  duty  of  1^  cents  a  pound.  However,  m  granting  us  a  duty  of 
50  cents  per  100  pounds  they  also  added  to  the  raw  material  from 
which  Epsom  salts  is  made  50  cents  per  100  pounds  on  the  crude 
magnesite  and  75  cents  per  100  pounds  on  calcined  magnesite.  They 
therefore  nullified  the  duty  that  was  granted  us  on  the  finished 
Epsom  salts.  We  come  before  this  committee  with  the  request  that 
if  the  half  cent  is  continued,  an  ad  valorem  duty,  on  the  American 
basis  of  valuation,  be  imposed  of  35  per  cent  ad  valorem. 

Never  before  in  the  history  of  the  United  States  have  we  had  an 
opportunity  to  manufacture  Epsom  salts  so  that  it  might  be  demon- 
strated what  could  be  done  until  during  the  war.  Previous  to  that 
time  a  great  quantity  of  Epsom  salts  used  in  the  United  States  came 
from  Germany.  There  were  about  14,000,000  pounds  in '1914,  the 
American  manufacturers  producing  29,000,000  pounds. 

In  1915  there  were  imported  into  this  country  7,000,000  pounds, 
and  in  1916,  1,000,000  pounds.     The  importations  then  ceased  ex- 
'ing  a  ton  or  two  that  came  from  England. 

■^e  the  Medical  Departments  of  the  Army  and  Navy 

anufacturers  in  tiie  United  States  for  about  5,000,- 

iemand  from  the  consumers  in  the  United  States 

ction  to  take  up  that  part  that  had  been  imported 

iral  increase  m  the  consumption.     We  called 
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HT'  T    i-r-  juainn'ie^Lzwcs  of  the  United  States  for  about  55  t*   > 

ii_      I    -  •  l^•.:i^    T    ^perDi  salts.     The  manufacturers   alrady  z 

:—    :.r    m.Tr  ^^1  inti  increased  their  plants.     Two  plants  »•■' 

•-    •.  ...    'V'-iiiimi  •.■cio.  one  at  Cincinnati,  Ohio,  one  at  All»«r 

-.:  .     ae   i;  Skii  Francisco,  Calif.     The  money  investf*. 

.   _  ..*v  -SU.L-*  ^i~-aMxs  K>  biincr  about  these  results  was  abcmt  tlr— 

— -^  •-*   ^  ni: frir^^rs  have  always  been  a  menace  in  thr  :•- 
-     .   1.7^  zi  iAl'::^.     Under  the  Grovemment's  subsidized 
r       :         *iz:  ^r«-  'i»?ir  products  far  below  the  cost  of  productif, 
-    •   .  ■  r*'   ir. :.  r  r-ecessarr.  ruin  any  industry  in  this  mur/- 
'   '-*  .'       -  "^  :n:ice  i?xNl  through  a  trust  of  which  all  (it-nr- 
-'    -     v.-;: :.  ..  Tirvr^  are  members. 

->  ^*        ..« '.:  %•  »«'  "-!::>-  in  1908,  German  Epsom  salts  importcni  •: 
^   •    .  •  •*•    ^  :>?  i:  i  r^:e  of  32  cents  per  hundred  pounds,  while  '  • 
.  ^     •    .•"^  s^-..  :>a   n  tjLie  United  States  was  90  cents  per  hun«ir- 

.     ,    :.e      »lua:i«'Ei  of  German  Epsom  salts  was  Ah  reni- 
-.     ^         -  *."»:  A-ni?hcan  production  cost  $1. 

.  t  raar  vjJviation  per  hundred  pounds  was  3o  •»•• 
•    J*.  ^  i   "s  ?r:»iu«'i>^n  cost  $1.10. 
:.  ..•  \«:«ri»jj:i  valuation  was  47  cents,  and  the  tirst  irf  ' 

c,,  •  >.    I  7r*v:;::.*!i in  American  was  $1.75  a  hundred  p»>;«"  • 

'  •■    •  V    o.  ^r  :.*.  :    •«.  :rvAt  year  it  was  $2.25  a  hundred  pounds. 

-  >i     I  j'.-^.u  :-.*::vm  in  1920,  even  with  the  very.large  quan 
\%>  •,-'^r ..  wi  Ji  ihe  United  States,  was  $2,875  per  100  wmr-  • 
^  .    •....       X    -.  *e  pr^cnt  time  is  bringing  into  the  Unitecl  >'»** 
'  -^  .»'  -i>   >  >»  ^    '^^  they  are  laying  do^Ti  in  New  York  at  $1  p«T  - 

V  «...  •  :  vV  TfcK,  What  is  your  cost  laid  do¥m  in  New  York. 

♦;.v. -vv  rr.  t>ur  cost  laid  down  in  New  York  would  be  %1  <' 
.   .:v     v     v-^\:  trvmi  Cincinnati.     However,  understand  that  ih»'-'- 
.,  \   *%  >  *i  -v  mvHilvt  bt^  governed  by  the  freight  rate  from  the  n<*ar^* 
./jivUinuir  Epsom  salts,  which  would  be  ^Vlbany,  N   ^ 
.V  vi  orv>bably  make  it  about  $2.95  or  $3  a  hundred  |)«Hift'> 
.  >%  •     1    a  vUo  duty  is  continued  on  magnesite,  either  crudr   ' 
^  ,     V     .  '*'oaris  a  ci^t  of  production  to  the  American  manufaciu--* 
.  V'  .'*  $.v  v-  A  hundred  pounds. 
V »•.%>*!  Cxii^KK.  What  is  the  duty  provided  in  the  Fordnev  ^■ 
\.^    I^K  vvK^rrr.  The  Fordney  bUl  provides  one-half  of  1  crt\:  ;► 
«v ,    v».      I '  -*t.  would  be  50  cents  a  hundred. 

•i  v\iL>KK.  With  an  ad  valorem  duty  and  Americ^m  va..* 
\^iN  a:  *»>ake  i^uite  a  difference  in  the  dutv  \ 
\       \v\v\b:in\  N\e  have  not  taken  our  valuations  in  th*i  *■ 
^  I     ^  .   .  s   v»n>  arv*  taken  on  the  ground  that  our  rompetil4»r-  * 
....  V  v  v*o.     German  Epsom  salts  are  offered,  freight  pnM    ■ 

.,,  .•  •  v»  Now  York  City,  at  the  present  time,  at  $1. 
V.  .,    N  V  viobK.  Duty  paid? 

\  vvv\-u\   Freight   and   duty   paid,   $1    a   hundr^nt   pi^/  • 

\v   ,       \;    ♦v^u  that  the  present  duty  that  is  in  existem^c,  10  u*:. 

,,  ,  ,o  c     '0  German  valuation  in  ^Jew  York  at  90  cenli^.     7»i«'  ; 

.  ^         X  XV  '.  »»v:  for.     Ninety  cents  German  salt  orice.  plu«*  iw^  ■ 

s ,    s    -vi  Hud  o5  per  cent  ad  ^       em  basen  on  I  nitwl  >*^'-" 

.i   w  '  V  I  we  take  in  at  thi^  -  $2.  would  make  iW  •  -' 
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the  German  goods  $2.10.  We  therefore  ask  for  a  35  per  cent  ad 
ilorem  in  addition  to  what  is  offered  by  the  Fordney  Dili  on  that 
ound. 

The  Chairman.  Do  you  know  why  the  Ways  and  Means  Committee 
d  not  comply  wi^iyour  request  ? 
Mr.  Drackett.  Why  they  did  not  coply  with  our  request^  sir  ? 

The  Chairman.  Yes. 

Mr.  Drackett.  I  do  not.  At  one  time  it  was  reported  in  New 
ork,  and  had  quite  an  effect  upon  the  market,  th^t  the  Ways  and 
cans  Committee  had  passed  a  cent  and  a  half  duty  on  Epsom 
ilts.  When  it  was  reported  out  it  was  reported  at  one-half  a  cent 
er  pound.  The  manufacturers  of  Epsom  salts  of  the  United  States 
re  in  a  position  to  produce  75,000,000  pounds  if  necessary.  There- 
>re,  they  are  able  to  take  care  of  the  entire  consumption  of  Epsom 
lits  in  the  United  States  for  several  years  to  come. 

The  Chairman.  Well,  the  conunittee  will  print  in  the  record  your 
rief. 

(The  brief  referred  to  and  submitted  by  Mr.  Drackett  is  here 
trinted  in  full,  as  follows:) 

Ion.  Boies  Penrose, 

Chairman  Committee  on  Finance y 

United  States  Senate,  Washington,  D.  C: 

We,  the  undersigned  manufacturers  of  magnesii  sulphas  (Epsom  salt)  in  the  United 
>tate9,  offer  for  your  consideration  and  submit  to  you  such  recommendations  as  will 
hermit  the  continuation  of  the  manufacture  of  this  most  important  chemical  by 
Vmerican  manufacturers,  for  which  the  raw  materials  are  all  available  in  this  country. 
It  is  recommended  that  taiiff  bill  H.  R.  7456,  page  16,  paragraph  47,  item  21,  be 
imended  to  read  ' '  sulphate  or  Epsom  salt,  one-half  of  1  cent  per  pound  and  35  per 
?ent  ad  valorem." 

The  reason  for  this  recommendation  lies  in  the  fact  that  the  cost  of  labor  entering 
nto  the  production  of  Epsom  salt  in  the  United  States  is  fully  1  cent  per  poimd  greater 
than  the  cost  of  the  same  labor  in  Germany,  the  principal  importing  country  of  Epsom 
salt.  Added  to  this  the  German  manufacturer  nas  an  advantage  of  fully  one-quai  ter 
cent  per  pound  in  his  raw  material  costs,  thus  making  the  German  cost  of  produc  tion 
l\  cents  per  pound  less  than  the  cost  of  production  in  tJie  United  States. 

Magneeii  sulphas  (Epsom  salt)  has  been  known  in  medicine  since  1675,  and  lec  ent 
investigations  and  experiences  have  proven  it  to  be  one  of  the  most  important  agents 
in  materia  medica,  both  for  internal  and  external  application.  The  importance  of 
Epsom  salt  is  fully  recognized  by  the  Medical  Department  of  the  United  States  Army 
and  Navy,  in  adopting  it  as  one  of  its  most  important  remedial  agents  for  the  American 
Expeditionary  Forces.  Because  of  this  fact,  Epsom  salt  was  classed  by  the  War 
Inauatries  Board  as  an  essential  industry  during  tne  recent  war.  Epsom  salt  is  also  a 
valuable  remedial  agent  much  used  in  veterinary  medicine. 

Besides  its  use  medicinally  Epsom  salt  enters  technically  into  several  important 
industries.  H  is  used  very  largely  in  the  process  of  tanning  leather  and  is  also  employed 
in  the  textile  and  enameling  industries.  Under  these  conditions  the  United  States 
should  not  be  compelled  either  in  time  of  peace  or  war  to  depend  on  foreign  countries 
for  so  important  and  necessary  a  product  as  Epsom  salt. 

In  the  year  ending  June  30,  1914,  there  were  manufactured  in  the  United  States 
29,265,115  pounds  of  Epsom  salt,  and  a  report  just  completed  by  the  manufacturers  of 
this  country  shows  that  during  the  year  1920  this  quantity  was  increased  to  approxi- 
mately 50,000,000  pounds.  This  remarkable  increase  is  due  to  the  fact  that  auring 
the  war-time  period  Germany  was  unable  to  manufacture  Epsom  salt  in  such  quan- 
tities as  would  enable  her  to  dump  any  surplus  stock  into  the  United  States.  This 
nienace  removed,  American  capital,  employing  American  labor,  clearly  demonstrated 
its  ability  to  supply  the  American  market*  the  raw  materials  coming  direct  from  the 
mines  of  GaUfomia,  Washington,  Louisiana,  and  Texas. 

If  this  industry  is  afforded  the  necessary  protection  so  that  it  may  be  placed  on  the 
same  basis  as  that  of  the  foreign  producers  in  tlie  matter  of  manufacturing  cost,  it  can 
''upply  the  entire  needs  of  the  United  States  and  provide  for  an  increased  demand 
^^p  to  150  per  cent  of  the  amount  produced  in  1920  with  little  or  no  addition  to  the 
pres -"   -^mpment. 
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At  the  present  time  there  are  employed  in  the  manufacture  of  Epsom  aalt  :i 
United  States  about  300  men  in  direct  production  and  140  men  in  indirect  prodh  ' 
to  which  must  be  added  the  usual  pyramided  labor  employed  in  the  proceMi  •  * 
verting  the  raw  material  in  the  mines  to  the  finished  product  ready  for  the  mart-  * 

Diuin^  the  past  year,  while  plants  were  in  full  operation,  the  aveta^  cort  -'  **  ^ 
duction  in  the  United  States,  as  determined  by  the  manufocturen  ol  thjm  coli  -  , 
amounted  to  12.78}  per  100  pounds,  of  which  $1.12  represents  labor  cost. 

The  average  wage  paid  by  manufacturers  in  the  United  States  is  $5  per  da^  I 
hours.  According  to  the  latest  information  obtainable  the  average  daily  w^  i 
similar  labor  in  Germany  at  the  |>resent  time  is  but  56  cents  per  day. 

All  of  the  Epsom  salt  produced  in  Germany  is  made  from  kieserite,  a  natmal  pTt<    : 
from  the  Strassfurt  mines  obtained  in  the  mining  of  potash,  which  mines 
lees  controlled  by  the  German  Government. 

The  sale  of  German  Epsom  salt  is  controlled  by  a  so-called  Kartell — an 
trust  of  gigantic  dimensions,  the  policy  of  which  is  to  market  Epeom  salt  at  »  - .- . 
price  on  tne  European  continent  ana  lliroughout  Great  Britain,  and  to  due:  • 
ruinously  low  prices  its  siu*plus  on  the  market  of  the  United  States. 

The  policy  of  this  trust  was  to  compel  any  American  buyer  negotiating  it  " 
purchase  of  German  Epsom  salt  in  large  quantities  to  ^ve  a  bond  guarantcctnr  tair : 
would  not  resell  either  on  the  European  continent  or  m  Great  Britain.    That  thr  ^- 
prewar  tactics  and  policies  are  again  being  put  in  force  to  the  deteriment  oI  Ajd>?i  «- 
industry  and  American  labor  is  evidencea  by  a  signed  letter  now  being  r»'^ 
mailed  to  prospective  buyers  throughout  the  United  States,  a  photogiaphed  <^.; 
which  is  herewith  attached. 

Particular  attention  is  directed  to  the  maximum  price  auoted  in  that  latter.  «t.  *. 
including  freight  and  duty,  is $1.40  per  100  pounds  f.  o.  d.  New  York,  or  $1  >t  •■' 
100  poimds  less  than  the  cost  of  production  in  the  United  States.    The  expki^J* 
for  tnis  quotation  is  to  be  found  in  the  last  paragraph  of  the  letter,  which — ^with  p^*r 
able  candor — ^announces  the  fact  that  "German  manufacturers  of  Epsom  nit  ^»   '.. 
to  a  trust  which  prohibits  any  underselling  under  heavy  penalty,'*  thereby  indi-i*.  * 
a  price  control  by  a  foreign  trust  which  is  not  amenable  to  American  laws,  and  octtw 
to  them. 

Your  attention  is  also  called  to  a  letter  herewith  attached  from  a  London,  Esra- 
correspondent  who  confirms  the  "dumping^'  of  Epeom  salt  in  the  United  Sui^  ^  ■ 
of  German  price  control. 

There  were  imported  into  the  United  States  in  the  year  ending  June  30.  \ 
13>759,598  pounds  of  Epsom  salt  of  which  85.5  per  cent  were  imported  from  (»«»&*■' 
5  per  cent  were  imported  from  Belgium,  3.3  per  cent  were  imported  from  Itsl** 
per  cent  were  imported  from  England,  3.1  per  cent  were  imported  from  Franc*,  «t   - 
according  to  Department  of  Commerce,  Bureau  of  Foreign  and  Domeetir  (*cHB>«r  - 
Miscellaneous  Series  No.  82,  page  36,  was  valued  at  $49,281,  or  36  cents  per  100  pxr  - 

While  it  may  be  possible  tiiat  the  recommended  increase  of  duty  on  imfi  r  ■ 
Epsom  salt  may  not  result  in  a  decrease  of  imports  of  this  conunodity,  vec.  m^'-  - 
that  it  may  cause  a  decrease  of  50  per  cent,  the  amount  of  re>'enue  still  wocM  **  * 
little  more  than  seven  times  greater  to  the  United  States,  than  that  d«fT%*ed  &^^'- 
the  year  1914  at  the  present  rate  of  one-tenth  cent  per  pound  duty. 

Under  our  recommendation  there  will  be  added  to  the  income  of  the  (fO\l■rat^ . 
not  only  increased  revenue  on  imports  but  also  the  income  derived  thmut  " 
internal-revenue  taxes  on  corporations  and  individuals  who  will  thus  be  enac^*'*- 
carry  on  the  manufacture  of  American  Epmm  salt. 

Victor  Chemical  Co.,  Chicago,  111.;  The  Clarke  Chemical  Ce..  O^s'^ 
Ohio;  The  Lennox  Chemical  Co.,  Cleveland,  Ohio:  The  P.  W.  I»t»-i 
&  Sons  Co.,  Cincinnati,  Ohio;  The  Ohio  Chemical  A  Manuitr'^-. 
Co.,   Cleveland,   Ohio;  Crystal  Carbonic  Laboratory,  Atknca   ■  • 
Sweetser  &  Bainbridge  (Inc.),  Albany,  N.  Y.;  Pacific  8ihcU«  • 
San  Francisco,  Calif. 


Allcbkx  Co  . 
New  York,  Deumbtrf7.  ;•, 
P.  W.  Drackett  &  Sons  Co., 

Cincinnaliy  Ohio. 

Gentlemen:  At  this  time  we  are  in  a  position  to  book  your  orderson  Ep««  "* 
technically  pure  quality,  for  prompt  shipment  from  Hamburg.    The  IdIIowioc  f  ' 
are  given  m  marks  per  long  ton  of  2,240  pounds  f.  o.  b.  Hambui]^: 

In  single  jute  bags  of  200  pounds,  1,300  marks. 

In  double  jute  bags  of  200  pounds,  1,500  marks. 

In  barrels  of  800  pounds,  1,500  marks. 
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Figuring  at  the  present  rate  of  exchange,  1.39,  you  will  note  that  the  price  ranges 
m  $18  to  $21  per  long  ton,  dependent  upon  packing.  Adding  to  this  the  freight 
:e  to  New  York,  which  amounts  to  about  $8  per  ton,  and  the  import  duty  of  one- 
ith  cent  per  pound,  you  will  readily  see  that  the  above  quotations  leave  a  good 
ix^n  for  profit. 

Prices  could  not  be  cheaper,  as  German  manufacturers  of  Epsom  salt  belong  to  a 
ist  which  prohibits  any  underselling  under  heavy  penalty.  In  view  of  the  low  rate 
exchange  and  our  connection  we  could  negotiate  very  favorable  transactions  at 
is  time.  Prices  are  subject  to  fluctiiation  and  we  would  therefore  appreciate  it  if 
u  took  up  the  matter  with  us  at  once. 
Yours,  very  truly, 

Allchem  Co. 


Victor  Blagden  <fe  Co., 

London,  April  1,L  1921. 
B.  Hall,  Esq., 
Clevelarid-Cliffs  Iron  Co.,  Cleveland y  Ohio. 

My  Dear  Hall:  I  am  in  receipt  of  yours  of  the  23d  March  in  regard  to  Epsom  salts, 
id  have  interrogated  the  department  working  this  article,  from  whom  I  have  ascer- 
ined  that  Germany  is  not  exporting  any  Epsom  salts  to  any  of  the  allies  who  are 
?ducting  50  per  cent  of  the  value  of  the  goods  delivered,  and  in  order  to  find  another 
lUet  for  their  make,  they  are  apparently  dumping  the  same  in  the  United  States  and 
:her  countries  not  affected  by  the  reparations  bill. 

I  may  say  that  with  a  guaranty  that  goods  would  not  be  shipped  to  the  United 
ingdom  one  could  buy  commercial  crystal  quality  Epsom  salts  at  140  marks  per  100 
Uos,  f .  o.  b.  Hamburg,  in  jute  bags. 

If  there  is  any  further  information  you  would  like  me  to  try  and  obtain  for  you  on 
lis  subject,  please  do  not  fail  to  let  me  know,  when  I  shall  be  only  too  pleased  to  do 
II I  can. 

Very  truly,  yours, 

R.    WlLKINS. 

The  Chairman.  Mr.  Warner,  do  you  desire  to  finish  this  afternoon 
r  go  on  to-morrow  ? 

Mr.  Warner.  Just  at  the  pleasure  of  the  committee,  Mr.  Chairman. 
The  Chairman.  How  lon^  will  jrou  require? 
Mr.  Warner.  I  do  not  thmk  I  will  reauire  very  long. 
The  Chairman.  Well,  what  do  you  call  very  long? 
Mr.  Warner.  Ten  minutes. 
The  Chairman.  You  might  as  well  finish  now. 

STATEMENT  OF  MB.  B.  H.  WABSTEB,  Jr.,  605  SOUTHEBN  BUIID- 
IITG.  WASHIiarGTON,  D.  C,  BEPBESENTING  AS  ATTOBNEY 
THE  COMMEBCIAL  SOLVENTS  COBPOBATION  OF  TEBBE 
HAUTE,  IND. 

The  Chairman.  Are  your  principals  here  with  you  ? 

Mr.  Warner.  The  general  manager  and  the  chemists  of  the  com- 
pany are  here. 

The  Chairman.  Do  they  desire  to  be  heard  or  will  you  speak  for 
them? 

Mr.  Warner.  I  will  speak  for  them. 

The  Chairman.  You  represent  them  as  their  attorney  ? 

ilr.  Warner.  Yes,  sir.  A  survey  has  been  made  of  the  articles  to 
which  I  refer,  which  are  under  paragraph  4. 

The  Chairman.  What  is  the  article  ? 

Mr.  Warner.  Alcohols. 

The  Chairman.  What  do  you  want  ? 
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Mr.  Warner.  The  first  section  of  paragraph  4  provides  6  rv, 
per  pound  on  amyl^  butyl,  isopropyl,  and  fusel  oil.  It  is  our  <!•- " 
to  have  20  cents  per  pound. 

In  1918  the  Commercial  Solvents  Corporation  was  organized  orA* 
the  laws  of  the  State  of  New  York  by  the  British  and  American  ii  ■ 
emments  for  the  purpose  of  manufacturing  butyl  alcohol  and  art : 
for  war  purposes.     This  plant  continued  m  operation  until  aft*-r  « 
armistice  was  signed,  and  in  1919,  through  the  active  persuMsi"^ 
the  Governments,  a  corporation  was  formed  to  take  over  thi**  r*.".* 
and  manufacture  as  a  private  concern.     Thev  commenced  in  M- 
1920.     This  product,  butyl  alcohol,  or  butanof,  comes  in  activf  .   ■ 
petition  with  fusel  oil. 

Prior  to  the  war  three-fourths  of  the  fusel  oil  produced  in  the  w.  -  • 
was  used  in  the  United  States.     Of  a  total  annual  consumpti^'" 
7,000,000  pounds  in  the  United  States,  5,300,000  pounds  wen    -. 
ported,  the  balance  being  produced  in  this  country. 

Owing  to  the  fact  that  acetone  was  necessary  for  war  purpose*  •  ■  • 
company  was  organized  first  by  the  Government  and  has  sine-  ^  ■  ■ 
taken  over  by  private  individuals,  and  the  butyl  alcohol  is  n<»w  .- 
us  a  substitute  for  the  fusel  oil,  which  is  a  by-product  of  ethyl  al«*.»" 
The  markets  for  fusel-oil  alcohol  are  Germany,  Austria,  and  Ku**« 
iand  some  will  eventually  come  from  Japan. 

Senator  Sutherland.  You  mean  those  are  the  countries  that  -•.■- 
ply  this  country  ? 

Mr.  Warner.  Those  are  the  countries  that  supply  this  rour.t^ 
Those  are  the  markets  in  which  fusel  oil  is  produced  as  a  by-pn*ii"  " 
It  has  practically  no  value  as  a  by-product  in  those  countries   * 
value  depending  upon  the  market  in  this  countrv. 

The  fusel  oil  is  extracted  from  ethyl  alcohol  for  the  purp*-^ 
purifying  the  same,  and  whatever  market  has  been  created  m  f  • 
country  means  just  so  much  profit  to  those  people.     We  have  ^•- 
lished  this  substitute  for  the  fusel  alcohol.     And  I  might  Mau    • 
this  connection  that  the  uses  to  which  butyl  alcohol  are  put  •:  *' 
present  day  have  been  well  illustrated  by  this  chart  prepare«l  hy  " 
company. 

The  Chairman.  Is  this  chart  that  you  have  handed  me  thi*  -: 
one  you  have  ? 

Mr.  Warner.  I  have  other  copies. 

The  Chairman.  You  had  better  send  them  to  the  conunitK^*  a 
we  will  distribute  them. 

Mr.  Warner.  The  purposes  for  which  fusel  oil  and  butyl  al«* 
are  used  are  the  manufacture jDf  celluloid,  in  the  nitro-oelluU^se  ir  •  .- 
try,  polishes,  dyes,  lacquers,  enamels,  special  varnishes,  linim<    • 
artificial  leather,  photographic  and  motion-picture  films,  perfun-  - 
flavoring  extracts,  war  gases,  and  many  others. 

When  this  company  started  into  the  manufacture  of  butyl  al* 
as  this  substitute  for  fusel  oil — and  I  might  say  that  fuseJ  • 
simply  crude  amyl  alcohol — the  price  of  fusel  oil  was  68  cent*  •    ^ 
cents  per  pound  lor  the  crude.     That  was  last  April.     Thmugh  •-»-:- 
lishing  the  price  on  a  cost  basis  we  reduced  the  price,  by  butyl  aI. 
competition,  to  the  manufacturer  in  this  country  fn>ra  6^*  cvnu- 
23  cents  a  pound,  and  that  price  is  based  upon  the  ctist  of  n\z 
facture  of  butyl  alcohol  (butanol).     Importea  fusel  oil  b  m»w  If  •: 
offered  at  17  cents  a  pound  i'^     m  endeavor  to  put  butyl  alc«)h<>i  • 
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l>ixsuness.     Bntyl  alcohol  can  not  be  sold  at  so  low  a  price,  while 
ael    oil  could  be  solcbfor  4  cents. 

Wj  gentlemen,  we  are  just  simply  up  against  this  proposition: 
is  a  product  which  is  a  substitute  for  the  refined  fusel  oil  which 
to— day  sold  to  perhaps  90  per  cent  of  the  former  users  of  refined 
sel  oil  in  this  country.  Here  is  a  product  which  will  come  in  com- 
&t,it.i©n  with  the  fusel  oQ  of  Germany,  Austria,  and  Russia.  We 
ibmit  that  we  should  have  a  protection  equivalent  to  the  cost  of 
L&rLTifacture  in  this  country  plus  the  freight,  so  as  to  hold  this  market 
Ixioli  we  have.establishea  m  this  country.  There  i^  no  cost  basis 
>r  tfhe  fusel  oil  used  abroad.  Their  lacquer  industries  are  in  no  way 
omparable,  and  the  other  industries  in  which  fusel  oil  may  be  utilized 
1  those  countries  use  a  cheaper  solvent. 

We  submit  that  under  the  circumstances  20  cents  a  pound  is  rea- 
oD&l3le.  I  might  say. that  the  cost  of  transportation,  the  cost  of 
reiglit,  including  the  sending  of  the  fusel  oil  and  the  packing,  amount 
o  from  3i  to  4  cents  per  pound  delivered  from  the  principal  fusel  oil 
naxkets  on  the  other  side  to  New  York.  Now,  whatever  they  get 
lor  it,  plus  the  duty,  is  clear  profit  to  them. 

Prior  to  the  war,  before  we  began  manufacturing  butyl  alcohol, 
Lfaie  price  of  fusel  oil  in  this  country  would  fluctuate  a  hundred  per 
cent  within  12  months;  the  highest  price  depending  upon  when  the 
demand  was  greatest  in  this  country. 

Prior  to  the  war,  when  conditions  were  normal,  the  average  price 
of  fusel  oil  in  this  countrv  was  21  cents  per  pound,  and  to-day  we 
are  able  to  put  butyl  alconol  on  the  market  and  will  continue  to  sell 
it  at  the  rate  of  23  cents  per  pound. 

The  Chairman.  Have  you  a  brief  that  you  desire  to  have  printed? 

Mr.  Warner.  I  will  add  some  statistics  and  tables  to  file,  Mr. 
Chairnian. 

The  Chairman.  All  right;  you  can  send  them  in  at  any  time,  at 

CLT  convenience.  Is  there  any  other  gentleman  present  who  has 
n  overlooked?  If  not,  the  committee  will  stand  adjourned  until 
half-past  10  o'clock  to-morrow  morning,  when  these  hearings  on  the 
•chemical  schedule  will  be  continued. 

(Thereupon,  at  5  o'clock  p.  m.,  the  committee  adjourned  until 
10.30  o'clock  a.  m.,  Tuesday,  Aug.  16,  1921.) 


COMMITTEE  PRINT—UNREVISED 

^ote. — ^This  print  is  for  the  immediate  use  of  the  Committee 
and  is  subject  to  correction  before  the  final  print 
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TXnSSBAY,  AUGUST  16,  1921. 

United  States  Senate, 
Committee  on  Finance, 

Washington^  I),  C. 

The  committee  met  at  10.30  o'clock  a.  m.,  in  room  312,  Senate  Office 
(uilding,  Hon.  Boies  Penrose  presiding. 

Present:  Senators  Penroseji chairman),  McCumber,  Smoot,  Dil- 
in^ham,  Curtis,  Calder,  and  Walsh. 

The  Chairman.  Congressman  Kirkpatrick,  of  Pennsylvania,  is 
>resent  and  desires  to  introduce  Mr.  Williams. 

Representative  Kirkpatbick.  I  desire  to  present  Mr.  C.  K.  Wil- 
iams«  of  Easton,  Pa.,  who  wishes  to  address  you  for  a  few  moments. 

JTATEMENT  OF  MB.  C.  K.  WILLIAMS,  OF  C.  K.  WILLIAMS  A  CO., 

EASTOH,  PA. 

The  Chairman.  Mr.  Williams,  will  you  state  for  the  record  your 
full  name  and  residence  ? 

Mr.  WiMjA3fs.  My  name  is  C.  K.  Williams ;  my  residence  Easton, 
Pa. :  and  I  represent  C.  K.  Williams  &  Co.,  of  that  city. 

The  Chairman.  What  is  your  business, 

Mr.  Williams.  Manufacturing  of  dry  colors  and  pigments,  and 
also  importers  of  the  same. 

The  Chairman.  You  desire  to  speak  on  paragraph  63 ;  is  that  cor- 
rect? 

Mr.  WiixiAMS.  Yes,  sir;  and  more  particularly  paragraph  70,  I 
think.    Paragraph  70  would  cover  both. 

The  Chairman.  That  covers  ochres,  siennas,  umbers,  and  other 
pigments? 

Mr.  Williams.  Yes;  and  oxides  of  iron. 

The  Chairman.  What  duty  do  you  want,  Mr.  Williams? 

Mr.  Williams.  It  is  simply  a  matter  of  correction  of  the  duty 
applying  to  oxide  of  iron  first  of  all.  Oxide  of  iron  is  a  pigment, 
and  it  is  imder  paragraph  70  down  at  20  per  rent,  whereas  under 
paragraph  63  pigments,  colors,  and  paints  are  dutiable  at  25  per 
cent.  Oxide  of  iron  is  one  of  the  principal  pigments  manufactured 
and  used  in  our  line,  and  it  is  made  dutiable  at  20  per  cent  instead 
of  25,  as  all  other  pigments  are  classified,  practically. 

The  Chairman.  How  is  it  classified  in  the  Payne  bill,  do  you 
remember  ? 

Mr.  Williams.  In  the  Payne  bill  it  was  classified  under  pigments 
as  30  per  cent. 
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Senator  Curtis.  And  what  you  want  to  do  is  to  transfer  that  i 
section  70  to  63  ? 

Mr.  Williams.  From  70  to  63,  or  change  the  rate  in  paragrap 
and  leave  it  there. 

The  Chairman.  Have  you  prepared  a  statement  or  brief  on 
subject? 

Mh 'WnxiAMBi  Nc^;  I  kavi  ■  not,  siiide  I  tlave  jtst  a  small  wt 
here. 

The  Chairman.  It  looks  to  me,  Mr.  Williams,  as  if  you  werecoi 
in  your  criticism;  and  the  committee  will  make  a  memorandui 
your  request  for  attention  to  this  shatter,'  and  we  will  endeavc 
correct  it  if  it  appears  to  ])e  all  right. 

Mr.WnxiAMS.  Thank  y;QU..  Then,  under  another  item  in  p 
graph  70,  ochre  has  always  been  "  ochres,  siennas,  and  umbers." 
ha,V]e  always  had  a  differential  of  one-iourth  cent  a  pound  oi 
the  bills  prior  to  the  bill  of  1918,  In  this  bill  there  is  only  one-a 
qent  per  pound  between  the  manufactured  and  the  crude.  : 
crude  ochre  is  not  iriiported  into  this  country;  all  the  ochre,  j 
tically,  that  is  coming  into  this  country  is  in  the  manufactured  s 
But  umbers  and  siennas  are  imported  in  quite  large  quantitie 
the  crude  state  and  mostly  manufactured  here  and  in  Italy, 
crude  comes  from  Cyprus  and  other  islands  in  the  Meditemi 
both  to  Italy  and  to  this  countrv,  and  we,  as  manufacturers,  can 
compete  with  the  Italian  jnanufacturers  of  umbers  and  siemias 
the  differential  of  one-eighth  of  a  cent  a  pound.  The  cost  of 
manufacture  is  in  the  neighborhood  of  three-fourths  cent  a  po 
and  our  labor  cost  is  three  times  that  of  Italy.     . 

Representative  Kirkpatriok.  What  was  that  differential  pric 
the  present  act? 

Mr.  Williams.  Prior  to  the  present  act,  or  prior  to  1913,  there 
always  a  differential  of  two-eighths  of  a  cent. 

The  Chairman.  Mr.  Williams,  on  that  point  I  am  inclined  tot! 
on  first  examination,  that  your  criticism  is  well  taken. 

Senator  Smoot.  Why  would  it  not  be  better  to  make  this 
quarter  of  1  cent  a  pound  on  the  crude,  and  then  have  the  tl 
eighths  the  same  as  we  have  in  the  Payne- Aldrich  bill  ? 

Mr.  Williams.  The  Payne- Aldrich  bill  had  one-eighth  oncni( 

Senator  Smoot.  The  I^ayne-Aldrich  bill  had  one-eighth  on 
crude  and  three-eighths  on  the  manufactured? 

Mr.  Williams.  Yes. 

Senator  Smoot.  I  say,  why  not  reduce  this  one-quarter  to 
eiffhth  and  arrange  it  that  way? 

Mr.  Williams.  That  would  help  us  very  materially:  it  woul 
the  same  as  at  alwavs  was. 

Senator  Smoot.  ^es. 

Mr.  Williams.  Although  the  differential  is  not  as  much  now 
used  to  be. 

Senator  Smoot.  It  ought  to  be  one  way  or  the  other. 

Mr.  Williams.  It  ought  to  be  one  way  or  the  other ;  there  ou| 
be  a  large  differential.  If  you  want  a  higher  duty  for  revenue, 
and  good;  we  could  stand  a  higher  duty. 

The  CHATRTiiAN.  Senator  Smoot  says  it  would  be  the  same  J 
Pavne- Aldrich  bill.    I  think  your  position  is  well  taken,  Mr. 
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mis,  and  the  committee  will  take  your  suggestion  under  ooasidera- 

:>n^  and  we  will 'endeavor,  with  the  help  ox  the  Treasury  experts,  to 

rrect  it. 

Mr.  Williams.  Thank  you.    That  if  all  the  interest  I  have  in  the 

11. 

The  Chairman.  The  next  gentleman  on  the  list  is  Mr.  Charles  B. 

rimes. 

rATEMENT  OF  ME.  CHABLES  B.  6BIUES,  POKEBOT  &  FISHEB, 

96  MADISON  AVENUE,  NEW  TOBK  CITY. 

The  Chairman.  Mr,  Grimes*  will  you  kindly  state  your  full  name? 

Mr.  Grimes.  Charles  B.  Grimes. 

The  Chairman.  Wh^e  do  you  reside? 

Mr.  Grimes.  My  residence  is  New  Rochelle,  N.  Y. ;  my  business 
ddress  is  95  Madison  Avenue,  New  York. 

The  Chairman.  What  is  your  business? 

Mr.  Grimes.  I  am  a  member  of  the  firm  of  Pomeroy  &  Fisher, 
mix>rters  of  bone  blacks  for  decolorizing  purposes,  and  also  im- 
mrters  of  fuller's  earth  for  bleaching,  and  also  nuospar. 

The  Chairman.  Where  do  vou  import  your  bono  black  '  from 
hiefly? 

Mr.  Grimes.  From  England  and  from  France  and  Holland. 

The  Chairman*  Is  your  business  in  bone  black  that  of  an  importer 
)r  a  manufacturei*? 

Mr.  Grimes.  I  am  not  a  manufacturer  of  anything. 

The  Chairman,  Do  you  deal  in  it? 

Mr.  Grimes.  The  bulk  of  our  business  in  the  future  is  apt  to  be  in 
domestic  articles.  At  the  present  time  conditions  are  in  such  a  state 
of  flux  that  it  is  diflBcult  to  say. 

The  Chairman.  What  artijcles  do  you  desire  to  speak  on? 

Mr.  Grimes.  On  bone  black  for  decolorizing  purposes,  as  set  forth 
in  paragraph  66,  of  schedule  1. 

The  Chairman.  Proceed,  Mr.  Grimes. 

Mr.  Grimes.  For  a  considerable  number  of  years  my  firm  has 
been  practically  the  only  importer  of  this  article,  and  as  a  result 
of  quite  considerable  hard  worit  and  a  number  of  trips  to  Europe 
we  have  built  up  a  very  moderate  business  in  it.  The  standards  of 
the  foreign  manufacturers,  however,  are  so  vastly  different  from 
that  of  the  domestic  producers  that  it  does  not  seem  to  me  this 
business  is  possible  of  very  great  expansion  in  any  circumstances, 
and  it  is  interesting  to  note  that  it  has  been  attempted  by  (juite  a 
number  of  firms  in  the  past  25  years  when  all  of  them  have  given  it 
up  as  an  impractical  matter. 

I  have  already  referred  to  our  dealing  in  domestic  articles,  and 
I  would  like  to  mention  in  passing  that  we  have  not  asked  for  any 
increase  in  the  Small-Underwood  rates  or  in  the  existing  rate  on 
fluorspar  or  fuller's  earth.  I  make  that  statement  hoping  that  it 
la^ay  show  you  we  are  approaching  this  matter  in  a  fair,  broad 
spirit. 

We  (^pose  a  duty  of  20  per  cent  on  bone  black  because  in  our 
opinion  it  will  absolutely  pix)hibit  the  importation  and  will  produce 
no  revenue  for  the  Government. 
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Senator  Walsh.  Do  you  think  it  will  prohibit  importation ' 
Mr.  (trimes.  Yes,  sir;  I  think  so.     Bone  black,  as'used  for  cJe-^- 
izing  purposes,  is  a  comparatively  unknown  article  to  the  ^r  ■ 

Eublic ;  it  is  made  by  the  grinding  of  cattle  bones,  after  h*- : 
een  burned.    The  final  product  is  granular  form,  about  the  -ur 
coarse  sand,  and  practically  the  only  use  of  it  is  by  su^ar  nu* 
f acturers  in  the  bleaching  and  clarifymg  of  their  liquors.  an<i  hni  • 
its  use  we  would  eat  brown  sugar  instead  of  white.    For  that  m.-  - 
it  is  a  matter  that  really  does  interest  everybody  in  the  cominur. ' 

Fortunately,  for  my  own  argument,  one  of  the  first  briefe  «r 
was  published  by  the  United  States  T^ariff  Commission  coveml  t 
article,  and  the  figures  which  I  shall  use  in  my  brief  or  arynuL't^ 
are  tak:en  from  that  impartial  source;  in  fact,  I  would  he  very  wJLi: 
to  rest  my  case  upon  a  careful  reading  of  that  Tariff  ConiHihiK.^ 
brief. 

Turning  to  the  brief  of  the  Tariff  Commission,  it  will  be  d^*- 
that  bone  black  under  most  of  the  earlier  tariff  clauses  ht^  -" 
dutiable  at  rates  varying  from  20  to  25  per  cent. 

These  rates  have  proven  practically  prohibitive,  for  the  cnins  • 
sion  states  that  the  average  imports  under  those  various  art?  hi  - 
been  but  $20,000  per  year. 

Coming  to  the  underwood  tariff,  bone  black  for  decolorizine  ;  • 
poses  was  made  free  of  duty,  and  the  imports  increased  diirt.' 
Averaged  over  the  period  of  1915-1919,  apparently  the  only  vwr«  • 
commission  has  available,  increased,  amounted  to  the  sum  of  f^  *' 
or  about  4  per  cent  of  the  domestic  production  of  $2,500*000.   Pi'/ 
gentlemen,  is  the  beginning  and  end  of  my  argument,  for  it  ^^^ 
to  me  that  whereas  tne  tariff  history  shows  a  domestic  industrr  c-* 
seses  undisputed  control  of  more  than  95  per  cent  of  its  home  m^'^'^- 
no  tariff  is  needed  and  there  is  no  tariff  question  involved. 

Senator  MoCumber.  In  that  instance  tnat  tariff  was  so  high  it  ^ 
not  come  in  ? 

Mr.  Grimes.  It  could  not  come  in. 

Senator  McCumber.  What  would  be  the  effect  if  the  tariff  »»"  - 
laid  that  there  would  be  competition  ? 

Mr.  Grimes.  The  only  tariff  which  seems  to  permit  of  any  imj* ' 
tation  is  free  entry,  and,  as  I  say,  we  have  worked  very  hard  aD«i  *v 
succeeded  in  importing  but  $60,000  during  the  period*  of  five  yft^ 
free  entry  when  we  were  favored  by  very  unprecedented  rates  of  f " 
eign  exchange.  So  that  it  does  not  seem  to  me  that  the  statn:^  of  :*** 
entry  can  do  any  harm  to  any  legitimate  American  interest. 

Senator  Caldbr.  The  average  was  $60,000? 

Mr.  Grimes.  The  average  was  $60,000. 

Senator  Caldbr.  What  was  it  in  1920? 

Mr.  Grimes.  I  do  not  know ;  I  think  the  figures  were  pubIbJif<i 

Senator  SMOfxr.  In  1920  it  was  $120,000. 

Mr.  Grimes.  That  was  the  highest  point. 

Senator  Smodt.  In  1918  it  was  $109,000. 

Senator  Calder.  Of  course,  the  war  would  act  as  an  tmt^' 
against  it. 

Mr.  Grimes.  I  think  not  in  the  case  of  this  article,  becmuv  «'  ** 
no  difficulty  in  getting  material  from  abroad;  we  had  no  diif**' 
in  getting  shipment,  and  we  had  very  advantageous  oceaD  fir,5-'' 
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LH  l>oats  were  coining  back  in  ballast  and  were  very  glad  to  get  our 
ittle  cargoes.  My  impression  is  our  ^eatest  period  of  imports  was 
.„^00  tons  in  one  year,  as  domestic  production,  which  the  Tariff  Cbm- 
nission  states  was  2!2,000  tons  in  1914,  undoubtedly  has  risen  to 
learly  30,000  tons  by  this  time. 

Senator  Caudis.  The  value  of  imports  in  1920  in  this  commodity 
seems  to  indicate  there  were  $524,000. 

Senator  Smoot.  I  think  that  is  the  latest  report. 
:Mr.  Grimes.  $500,000  ? 

Senator  Calder.  $500,000 ;  that  is,  the  value  of  the  imports  in  1920. 
Mr.  Grimes.  Of  what  ? 

Senator  Calder.  Bone  char  or  bone  black,  suitable  for  use  as  pig- 
ments. 

Mr.  GmMES.  I  was  not  aware  that  the  imports  reached  any  such 
figure  as  that. 

Senator  Calder.  It  seems  to  me  to  indicate  that  in  that  record 
there  [handing  document  to  the  witness]  where  it  is  checked. 

Mr.  Grimes.  Of  course  the  value  of  the  bone  black  per  ton  has 
increased  manyfold  during  the  war,  and  during  1920  it  sold  for  14 
cents  per  pound  in  America,  whereas  before  the  war  it  sold  for  5 
cents. 

Senator  Caidvr.  What  does  it  sell  for  now  ? 

Mr.  Grimes.  The  market  now  has  come  down  to  6  cents,  I  am  told — 
the  domestic  market — whereas  I  have  received  quotations  from 
abroad  indicating  that  with  the  20  per  cent  proposed  it  would  cost 
me  between  $155  and  $160  to  land  a  ton  of  material  against  the  Eng- 
lish price  of  $120,  for  which  I  am  told  the  domestic  article  is  selling. 
So  you  see  under  those  conditions  that  at  present  at  least,  which  is 
tariff  history,  the  duty  would  be  prohibitive  and  no  revenue  would 
be  produced  for  the  Grovernment. 

Senator  Walsh.  What  have  you  to  say  about  the  consumption  ? 
Mr.  Grimes.  The  Tariff  Commission  states  that  the  consumption 
of  1914  was  22,000  tons.     They  apparently  have  no  figures  later 
than  that. 

Senator  Walsh.  Of  that  how  much  was  imported  in  1914? 
Mr.  Grimes.  $62,000  worth  out  of  $1,500,000— $1,500,000  was  the 
value  of  the  22,000  tons. 

Senator  Walsh.  Did  that  continue  up  to  last  year? 
Mr.  Grimes.  So  far  as  I  know,  it  did- 
Senator  WalsJi.  What  was  the  total  consumption  ? 
Mr.  Grimes.  My  impression  is  r30,00()  tons — so  at  that  figure  the 
domestic  amounted  to  $54,000  last  year. 
Senator  Walsh.  Or  what  percentage  of  the  total  product? 
Mr.  Grimes.  Ten  per  cent. 

Senator  Walsh.  So  the  importations  are  about  10  per  cent. 
Mr.  Grimes.  That  is  the  highest  figure,  and  the  average  that  the 
Tariff  Commission 'assigned  for  us  was  4  per  cent. 

Senator  Walsh.  Would  vou  think  that  it  being  allowed  to  come  in 
free  would  compete  with  tnat  produced  at  home  and  keep  the  costs 
down? 

Mr.  Grimes.  In  my  opinion  it  furnishes  a  shadow  of  competition, 
and  tends  to  be  a  little  useful  balanc  e  to  the  market. 

There  are  but  five  domestic  producers.  They  have  about  seven  or 
ei^ht  plants,  and  the  best  known  are  Armour  &  Co.,  the  American 
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Agricultural  Cheinical  Co.,  and  three  other  smaller  but  wealthy  i- 
successful  houses. 

Of  coursej  I  do  not  know  what  action  these  five  domesdr  »• 
ducers  would  take  in  case  the  duty  of  20  per  CMit  as  prapose*:  • 
mains  in  force  and  becomes  law.    It  seems  to  me  in  view  of  the  qu*'- 
tions  that  I  have  that  it  would  be  quite  possible  for  them  to  iiHT^.- 
the  price  of  the  product  by  almost  the  amount  of  the  duty-    I «!»» r  ■ 
know  whether  that  is  what  they  would  do  or  not,  but  if  so,  it  w*. 
increase  the  American  sugar  bill  by  practically  $1,000,000. 

Senator  Oalder.  Mr.  (Jrimes,  are  you  the  only  importer  of  r 
article  ? 

Mr.  Grimes.  So  far  as  I  know,  we  are  the  principal  ones*  and  a^- 
the  only  people  who  have  shown  any  interest  in  this  matter  in  i*-*  t 
years. 

Senator  Smoot.  Just  for  the  record,  the  amount  importe<l  in  - 
was  $330,677? 

Mr.  Grimes.  Prices  were  lower  then. 

Senator  Smoot.  In  1920  the  amount  imported  was  $374,146. 

Mr.  Grimes.  That  is  about  7  or  8  per  cent? 

Senator  Walsh.  What  would  the  figures  have  been  f 

Mr.  Grimes.  We  were  selling  aroimd  $75  a  ton,  and  I  do  n<rf  r- 
member  what  the  domestic  market  was,  but  toward  the  end  of  • 
war  domestic  prices  were  14  cents  a  pound,  and  that  would  b^  v* 
a  ton. 

I  might  sav,  in  addition,  that  my  argument  applies  only  to  U'* 
blacks  Used  tor  decolorizing  purposes  and  not  alone  for  powik**- 
form,  of  pignaent  uses,  or  again  to  vegetable  carbons  which  ait  i:^ 
for  decolorizing  purposes,  but  which  are  made  from  different  n*^ 
materials,  by  different  processes,  in  a  different  manner  to  trri'- 
plish  different  results,  and  are  in  fact  entirely  a  separate  indtt*"- 
I  make  the  suggestion  that  the  committee  may  see  fit  to  differenia- 
between  those  three  forms  of  black.    But  I  am  of  the  opinioo  tL  * 
free  entry  would  do  no  legitimate  American  interest  anv  harm.  •" 
that  the  proposed  tariff  would  completely  shut  out  import  i- 
produce  no  revenue. 

For  that  reason  we  ask  continued  free  entry. 

Senator  Dillingham.  Was  there  a  duty  in  the  Pavne-Aldr 
bill  of  1909? 

Mr.  Grimes.  Yes ;  20  per  cent. 

Senator  Walsh.  Would  you  strike  out  all  of  paragraph  WL  or  y 
those  items  you  discussed  here? 

Mr.  Grimes.  Yes;  I  would  not  have  that  considered  sepant?- 
because  my  argument  does  not  apply  to  that.    I  am  only  speafc*.' 
for  bone  black  for  decolorizing  purposes,  and  that  has  been  sp^  * 
cally  mentioned  in  one  or  two  tariff  acts. 

Senator  Smoot.  In  the  act  of  1909  it  read  "  bone  char  soitabk  f  * 
use  in  decolorizing  sugars." 

Mr.  Grimes.  Would  that  include  glucose*  which  is  almost  a  suj' 
product? 

Senator  Smoot.  I  think  that  would  include  that  by  usin|f  f 
word  "  char,"  but  if  you  used  the  words  "  bone  black,^  the  sars' 
it  is  here,  for  that  purpose,  then  it  would  differentiate  belweec  «'■ 
two. 
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>Ii-.   Grimes.  I  think  bone  blacks  for  pigment  Durposes  are  duti- 
le  now  under  the  Underwood  tariflF,  and  the  difference  is  made  by 
stinguishing  in  this  manner — the  act  reads  "  bone  blacks  not  suit- 
►le  for  use  as  pigments  shall  enter  duty  free." 
Senator  Smoot.  That  is  the  Underwood  bill? 
]Mr.  Grimes.  Yes,  sir.    I  would  like  to  leave  with  you  a  brief. 
The  Chairman.  All  right    Your  brief  will  be  printed  as  part  of 
)ur  remarks,  Mr.  Grimes. 
(Xhe  brief  submitted  by  Mr.  Grimes  is  here  printed  in  full  as 

[Pomeroy  &  Fischer,  95  Madison  Arenue,  New  York.] 
KMORANDL'M    ON    DUTY,   BONK   BLACK    OR   BONE   CHAB,    SCIIKDULE    1,    PARAGRAPH    66. 

I  am  a  partner  in  the  firm  of  Ponieroy  &  Fischer,  of  New  York,  and  appear  in 
PpoHition  to  the  proposed  duty  of  20  per  cent  on  bone  blacli,  or  bone  char,  for 
^H'olorizing  purposes,  as  set  forth  in  paragrai)h  66,  schedule  1. 

For  a  number  of  years  we  have  been  practically  the  only  inii)orters  of  this 
rtii.-U*,  and  as  a  result  of  mucii  hard  work  and  several  trips  to  Bnrope  have 
•uiU  up  a  moderate  trade.  Owing  to  the  fact  that  foreign  standards  differ  mate- 
tally  from  domestic,  it  is  entirely  probable  that  our  present  trade  can  not  be 
Tfutly  increased  under  any  conditions.  In  fact,  many  others  have  attempted 
n  import  this  article,  but  ha^•e  given  it  up  as  impractical. 

The  importation  of  hone  blacks  Is  but  a  single  department  of  our  business,  the 
>riiicipal  part  of  which  is  the  selling  of  dcmiestic  fuller's  earth  and  domestic 
Kieselguhr.  On  both  of  these  article.s  we  meet  the  severest  of  competition  from 
Kn^land  and  from  Germany,  yet  we  have  made  no  request  to  either  House  of 
V»nj?re88  for  any  inci*ease  in  the  very  small  existing  duties  on  these  articles. 
1  mention  this  fact  with  the  object  of  showing  yon  that  our  firm  approaches 
the  matter  of  customs  duty  in  a  broad  spirit.  We  oj^pose  the  sugj^sested  duty  on 
b<»ne  black  on  the  grounds  that  it  would  prohibit  import  and  yield  no  revenue. 

This  little-known  article  is  of  much  importance,  because  it  is  practically  all 
ns<Ml  by  refiners  of  sugar  and  glucose  for  the  clarification  and  bleaching  of  their 
product.  Second  only  to  raw  sugar,  the  refiners  regard  it  as  their  principal 
raw  material,  and  it  is  therefore  an  article  which  directly  affects  every  citissen  of 
the  country  in  an  important  manner. 

Fortunately,  one  of  the  earliest  bulletins  of  the  United  States  Tariff  Commis- 
sion covers  this  article,  and  I  base  my  brief  arg\iments  on  the  facts  there  shown. 
In  fnot,  I  am  quite  content  to  rest  my  case  on  that  complete  and  impartial 
(government  record. 

Up  to  the  enactment  of  the  Underwood  tariff,  bone  black  lias  been  ass(»ssed 
at  rates  varying  from  20  to  25  i)er  cent.  These  rates  have  practically  prohibited 
Importation,  as  the  Tariff  Commission  states  the  imports  under  these  laws  have 
averaged  but  $20,000  per  year. 

Under  the  present  act,  bone  black  enters  free  of  duty  and  has,  moreover,  en- 
ioyed  unprecedented  rates  of  foreign  exchange.  Kven  under  these  conditions, 
however,  the  Tariff  Commission  records  show  that  imports  have  averaged  but 
$62,000,  or  less  than  5  per  cent  of  the  domestic  production  of  $1,500,000. 

I  maintain  that  this  undisputed  record  clearly  sliows  no  tariff  question  exists 
in  connection  with  this  article,  for  surely  no  one  can  claim  that  a  domestic  indus- 
try absolutely  controlling  95  per  cent  of  its  home  nuirket  is  in  need  of  any  tariff 
whatsoever.  In  fact,  it  will  hardly  be  disputed  that  the  5  per  cent  comi)etition 
is  a  most  excellent  thing  for  everyone  connected  with  the  industry. 

The  latest  quotations  which  we  have  received  from  England  and  Holland 
upon  bone  blacks  indicate  vety  clearly  that  their  duty-paid  import  would  be 
absolutely  impossible  at  this  time,  thus  bearing  out  the  facts  above  drawn  from 
the  records  of  the  Tariff  Commission  and  proving  that  the  proposed  duty  would 
yield  no  revenue. 

With  imports  safely  excluded,  it  would  be  quite  possible  for  the  domestic  man- 
ufacturers to  increase  their  price  by  the  amount  of  the  duty.  The  final  effect 
would  be  to  Increase  the  public  sugar  bill  and  benefit  only  the  five  domestic 
bone  black  makers,  the  best  known  of  which  are  Armour  &  Co.  and  the  American 
Agricultural  Chemical  Co. 


1030  TARIFF CHEMICAL  SCHEDULE. 

APPENDIX. 

Domestic  production,  1914,  44.509,000  pounds  valued  at  $l,532jUUa 

Imports,  1914,  $77,717,  or  5  per  cent  of  domestic  prodactlon  for  same  \*vt 

Prewar  imports  averaged  $20,000. 

Average  imports,  1916-1919,  $62,141,  or  4  per  cent  of  domeBtic  prQdirt»« 
1914. 

Duty :  Act  1883,  25  per  cent ;  act  1890.  25  per  cent ;  act  1894, 1SI>  tier  rw  ♦ 
1897,  20  per  cent ;  act  1909,  20  per  cent ;  and  act  1920,  none. 

Present  cost  (J.  T.  Hunt  &  Son,  London ;  letter  of  June  4) : 

Cost  per  2,240  pounds £36    10 

Ocean  freiglit 2      2 

38     12  at  13. 90  per  £=«!>  - 


Equivalent  for  ton  of  2,000  pounds SV*   • 

Insurance  and  miscellaneous,  say,  1  i)er  cent 

Duty,  20  per  cent  of  $120 :^  ■ 

Total IV  ^ 

The  Chairman.  We  will  now  hear  Mr.  J.  Anderaon*  who  will : 
dress  himself  to  paragraph  47. 

STATEMENT  OF  MB.  J.  ANDEBSON,  imnS  SPEIDEH  A  CO.  (HC 

46  CUFF  STBEET,  HEW  TOKK  CITT. 

The  Chairman.  State  your  full  name. 

Mr.  Anderson.  My  full  name  is  John  Anderson. 

The  Chairman.  Where  do  you  reside? 

Mr.  Anderson.  Jersey  City,  N.  J. 

The  Chairman.  What  is  your  business? 

Mr.  Anderson.  Manager  for  a  department  of  Innis  Speideo  i ' 
New  York. 

The  Chairman.  What  do  they  produce? 

Mr.  Anderson.  They  are  dealers  in  colors,  heavy  chemicals,  n-i: 
nesite,  and  chloride. 

The  Chairman.  What  dut}r  do  you  want  to  address  yourself  t«> 

Mr.  Anderson.  To  magnesite  and  magnesium  chloride. 

The  Chairman.  What  duty  do  you  want! 

Mr.  Anderson.  We  think  if  the  present  duty  is  put  on  it  will  >in ; 
stoD  material  from  coming  in. 

The  Chairman.  All  right ;  go  on  briefly. 

Have  you  a  brief  you  want  to  read? 

Mr.  Anderson.  No,  sir;  I  have  just  a  few  notes  here. 

The  Chairman.  Do  you  want  to  print  any  brief? 

Mr.  Anderson.  Yes,  sir;  I  can  do  that. 

Senator  Smcx)t.  Will  you  state  briefly  just  what  you  wtntf  ^ 
do  not  want  magnesite  free,  do  vou? 

Mr.  Anderk>n,  We  think  it  should  come  free — crude  particaU: 

Senator  Waush.  If  they  would  name  the  item  and  the  w«»nfc'** 
wish  stricken  out  or  change  it. 

The  Chairman.  And  state  what  they  want.  They  n>ve  ill  •• 
the  fleld  and  do  not  tell  the  committee  what  they  want.  It  b^  • 
siimable  they  all  want  an  increased  duty. 

Senator  SMtKvr.  To  facilitate  matters,  I  will  ask  the  qii«*>' 
'*  Magnesium:  carbonates,  precipitated.  2i  cents  yyer  |)ound:  ^W-' 
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three-fourths  of  1  cent  per  pound."    Do  you  want  carbonate,  pre- 
L*ipitated.  free? 

Mr.*  Anderson.  No  ;  we  want  the  calcined. 

Senator  Smoot.  "  Calcined  magnesium  not  suitable  for  medicinal 
use    and   calcined  magnesite,   including  dead,  burned,  and  grain, 
three- fourths  of  1  cent  per  pound."     What  do  you  want  on  that? 
Mr.  Anderson.  That  should  be  free. 

Senator  S^roor.  And  magnesium  you  are  not  interested  in  ? 
Mr.  Anderson.  Yes,  sir. 
Senator  Smoot.  What  do  you  want  on  that? 
Mr.  Anderson.  We  think  the  present  duty  is  high  enough — 16  per 
cent. 

^    Senator  Smoot.  You  want  15  per  cent"  on  the  magnesium  and  free 
on  the  other? 

Mr.  Anderson.  Yes,  sir.  We  give  our  reasons  for  that  in  our 
brief.  Magnesite  is  controlled  more  or  less  by  three  interests  in 
California  and  one  in  Washington.  They  own,  have  leases,  or  con- 
trol other  mines,  many  of  which  they  have  shut  down.  Sierra  Mag- 
nesite own  or  lease  Porterville  and  Tulare.  Maltby  controls  Western 
Development,  White  Rock,  and  has  an  arrangement  with  Samson 
lie  take  fines  and  calcine  in  Scott  (quicksilver  kiln).  In  that  con- 
Jiection  I  refer  to  Mineral  Resources,  1920,  Part  II,  page  8.  That 
is  a  Government  report. 

Oxychloride  cement  business  is  only  in  its  infancy,  and  should  duty 
he  imposed,  would  be  at  the  mercy  of  those  who  control.  In  normal 
times  California  can  not  furnish  more  than  would  supply  the  West 
and  Middle  West. 

A  large  number  of  masons  and  others  are  considering  going  into 
'the  business,  but  are  awaiting  the  result  of  this  tariff  bill  and  will 
notgo  into  it  if  proposed  duty  goes  through. 

The  Bureau  of  Standards,  as  shown  in  Mineral  Resources,  1920, 
Part  II,  pages  14  and  15,  show  that  more  magnesite  should  be  used 
than  has  been  used  heretofore,  and  the  material  should  be  equal  to 
At  least  8d  per  cent  of  magnesium  oxide.  Sierra  Magnesite  Co.  have 
been  quoting,  on  hand,  selected  white,  better  than  88  per  cent;  A 
grade  Tulare,  better  than  85  per  cent.  Very,  very  few  people  can 
buy  at  the  price  they  ask.  The  Tulare  people  bought  the  ]!sational 
Co.,  who  used  it  for  their  white  stucco  work. 
5^enator  Smoot.  You  get  this  from  Japan? 

Mr.  Anderson.  No,  sir;  ours  comes  mostly  from  Greece.  It 
t)riginates  in  Greece  and  is  burned  in  Holland  and  Germany.  The 
standard  sierra,  better  than  80  per  cent,  you  see — that  is  below  the 
prade  required  to  make  oxide;  and  No.  20  is  70  per  cent — that  is 
away  below. 

Tender  present  conditions  California  producers  are  quoting  lower 
than  importers  can  quote.  Orders  for  imported  material  are  taken 
niostly  on  account  of  the  superiority  of  the  material,  and  Califor- 
nia producers  have  clauses  in  their  contracts  protecting  buyers 
against  drop  in  the  market  pri<'es.  I  know  that  because  I  have 
made  the  contracts  for  the  other  people.  At  the  same  time,  we 
refer  to  a  report  dated  January  9,  1920,  addressed  to  Hon.  James 
Watson,  signed  by  a  committee  of  magnesite  users,  in  which  we 
concur. 
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The  Chairman.  Do  you  speak  for  them  also? 
Mr.  Anderson.  Yes,  sir. 

The  Chairman.  Then  we  do  not  care  to  hear  that  st<atement. 
Senator  Caider.  Put  that  in  the  record. 
The  Chairman.  We  will  print  that  as  a  part  of  your  remarks. 
(The  letter  of  the  Marhleloid  Co.,  dated  Aug.  15,  1921,  referred 
o  and  submitted  by  Mr.  Anderson,  is  here  printed  in  full,  as  follows :) 

The  Marbleloid  Ca, 
.  .      Xcw  Tork,  N,  r.,  Augtisi  15, 192L 

Mr.   AXDERSON, 

Care  of  Innis  Speiden  d  Ct),^ 

46  Cliff  Street,  New  York  City. 

Beak  Mr.  Anderson:  I  am  handing  you  herewitli  )}y  special  ineaaengeircopj 
of  tlie  coxnmnnication  wbich  I  sent  to  ^U  members  of  the  Finance  Committee 
protesting  against  the  proposed  tariff  on  magnesite  and  magnefiium  chloride.  , 

It  occurred  to  me  after  I  mailed  this  letter  that  one  point  that  I  might  have 
brought  out,  which  I  overlooked,  was  that  at  the  meeting  of  the  ISatiopal  Asso- 
chition  of  Oxy-Chloride  Cement  Manufacturers,  held  at  WasldAgton  Feb- 
ruary 28,  1921,  the  association  put  itself  on  record  as  being  opposed  tso  a  tariff 
on  raw  magnesite  but  approved  a  reasonable  tariff  on  calcined  magnesite. 

This  might  be  a  fairly  important  point,  as  the  Oxy^Chloride  Association  prac- 
tically repres^its  our  industry  and  has  put  itself  on  record  as.  being  opposed 
to  any  such  exorbitant  tariff  as  that  which  has  been  proposed  on  calcined  mag- 
nesite and  it  is  opposed  to  any  tariff  upon  the  crude  material. 

I  am  very  sorry  indeed  that  circumstances  are  such  that  I  will  be.  unable,  to 
be  with  you  to-morrow ;  but  as  I  stated  to  you  over  the  phone,  I  have  set  forth 
my  views  on  this  matter  in  the  communication  mailed  to  each  member  of  tlie 
f'lnnnce  Committee  under  date  of  August  5, 1921. 

We  are  heartily  in  sympathy  with  your  effort  to  secure  a  more  reasonable 
tariff  upon  both  magnesite  and  magnesium  chloride. 
Very  truly,  yours, 

RoBT.  W,  Page. 

Senator  Calder.  And  you  can  put  in  any  other  papers  you  have. 
Mr.  Anderson.  Yes,  sir. 

(Mr.  Anderson  thereupon  submitted  the  following  brief,  which  is 
here  printed  in  full,  as  follows  r) 

Brief  of  the  Com^iittee  of  ^Iagnesite  Consumebs. 

« 

Xew  York,  January  9,  1920. 
Hon.  James  E.  Watson, 

Chairman  Subcommittee  of  Finance  Committee, 

United  States  Senate,  Washin(fton,  D.  C. 

Deae  Slr:  As  a  committee  of  American  oxychloride  cement  mauufacturera, 
appointed  for  the  purpose  at  a  recently  heUi  meeting  in  the  city  of  New  York, 
we  desire,  through  you,  respectfully  to  present  to  your  committee  our  protest 
against  the  enactment  of  House  bill  5218,  levying  a  tariff  of  $X5  per  ton  on 
calcined  or  cauf^tic  magnesite.  A  reading  of  the  testimony  taken  before  the 
Committee  on  Ways  and  Means  and  thus  far  taken  before  your  committee 
reveals  the  fact  that  until  now  the  discussion  has  related  almost  exclusively 
to  the  tariff  situation  as  it  applies  to  dead-burned  magnesite  used  for  refrac- 
tory purposes  in  the  manufacture  of  steel,  copper,  and  other  metals.  Atten- 
tion thus  far  does  not  appear  to  have  been  directetl  to  the  fact  that  there  is 
another  already  important  and  rapidly  growing  industry  which  is  vitally 
affected  by  the  proposed  legislation. 

We  and  our  associates  are  manufacturers  of  oxychloride  cement,  a  composi- 
tion used  for  flooring,  walls,  stucco,  insulating  blocks,  pipe  covering,  decks  of 
ships,  and  like  purposes,  there  being  in  the  United  States  approximately  200 
concerns  engaged  in  this  business,  employing  in  the  neighborhood  of  7,500  men. 
Our  industry  was  started  in  the  United  States  about  20  yeai's  ago,  and  after 
the  surmounting  of  many  obstacles  and  struggling  through  vicissitudes  of  a 
moHt  serious  nature  has  Anally  reached  the  point  where  our  product  has 
'^  "nized  as  an  essential  building  material  of  special  value  for  its 
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sanitary  and  fireproof  qualities,  and  our  industry  has  l>ecouie  estublii»hni  't>  an 
important  and  rapidly  jn'o>ving  element  in  the  l)uildiug  trade.  HaviuK  r«nM 
tills  point  after  years  of  struggle  we  now  suddenly  find  the  very  life  vf  tk* 
oxychloride  cement  industry*  tlireatened  by  the  enactment  of  the  proitoseii  Mil. 
and  we  desire  sincerely,  emphatically,  and  earnestly  to  ask  your  atteoiitB 
consideration  of  our  case  for  tlie  reason  that  it  is  our  belief  that  uixm  puir 
determination  depends  the  existence  or  the  destruction  of  all  that  w**  nml  iw 
associates  have  succeeded  in  building  up  and  establishing. 

At  the  time  that  this  bill  was  being  considered  by  the  Ways  and  Means  Oim- 
mittee— July,  1919— 4t  was  stated  that  but  10  per  cent  of  the  tiuignestlte  nilwd 
in  the  United  States  was  calcined  for  the  caustic  trade.  We  desire  to  rail  the 
attention  of  your  committee  to  the  fact  that  with  the  revival  of  building  open- 
tions  the  volume  of  business  of  the  oxychloride  manufacturers  increuxHl  no 
enormously  during  the  latter  half  of  the  year  1919  that  the  domestic  pn^uitn 
in  many  instances  were  unable  to  supply  the  calcined  magiieslte  fast  m«nvk 
to  enable  the  manufacturers  to  fill  orders.  The  present  rate  of  <f»nsuni|itloa 
is  probably  50,000  tons  crude  per  year,  and  the  outlook  for  the  year  199)  is 
such  as  to  indicate  that  this  rate  will  be  far  exceeded,  provlde<1  that  pmviit 
prices  are  not  materially  advanced.  It  is  reasonable  to  assume  that  in  a  iwy 
short  period  of  time  the  consumption  of  caustic  burned  magiieslte  will  eqgif 
that  of  dead  burned,  provide<l  that  the  Industry  Is  not  restricted  by  the  levjlnr 
of  a  tariflf. 

The  lightly  calcined  or  caustic  magneslte  used  in  our  iudustr>'  shooM  bp 
distinguished  from  the  so-called  dead-bume<l  magneslte  used  for  ivfractorr 
purposes.  Crude  magneslte  is  calcined  to  produce  one  of  two  commerrii! 
products,  namely,  "  dead-burned  "  magneslte,  used  in  the  metal lur^cal  ftvf- 
esses,  aiMl  lightly  calcined  '*  caustic "  or  "  calcined  **  niagnesite.  used  by  tkf 
oxycldorlde  cement  manufacturers  In  modem  building.  The  calclnatlnii  «f  tl» 
chemically  active  "caustic"  magneslte  can  be  carrletl  out  at  a  niiich  Piwr 
temperature  than  that  usefl  to  produce  dead-burned  niagnesite.  uiui  fi*  tkp 
consumer  of  the  caustic  magneslte  this  is  a  highly  Important  ttperation.  ftr 
ui)on  the  proper  calcination  depends  the  chemical  activity  of  the  niah»riil— 
that  is,  its  ability  to  combine  chemically  with  magnesium  and  chloriile  sulurfca 
so  as  to  form  the  hard,  tough,  elastic  mass  know  as  oxychloride  ceiimt. 

The  magneslte  used  in  our  industry  is  of  an  amorphous  natuiv.  an<l  prior 
to  the  war  came  almost  entirely  from  the  deposits  in  Greecv  and  Venenrii- 
When  these  importations  were  cut  olT  by  the  war  the  magneslte  use<l  hy  Af 
caustic  trade  was  mined  in  ralifornia  or  in  the  Island  of  Santa  MarKtwriti. 
in  T-iOwer  California,  Mexico,  whore  the  magneslte  delimits  are  siiiiiliir  fi 
character  to  those  of  (Jreece  and  Venezuela.  The  deposits  in  tlie  Statf  <^ 
Washington  occur  in  the  crystalline  form,  and  except  for  somewhat  loww  itm 
content  resemble  the  deposits  of  Austria.  The  Washington  deiHisirH  havf  rn< 
furnished  calcined  caustic  magneslte  for  the  oxychloride  trade.  an«l  tli«*  «-«• 
mercial  value  of  the  Washington  material  for  our  pui*post*s  lins  nor  yet  I*™ 
demonstrate*!.  It  Is  ]><)ssible  that  by  the  installation  of  si)e<*iaily  ttmstn«H< 
calcining  plants  caustic  magneslte  may  be  produced  from  tli«»se  <T\st!ilIiiP 
Deposits.  Nevertheless,  Its  us  in  the  oxychloride  trade  will  be  liailtrtl  owii* 
to  the  unusually  dark  color  of  the  Washington  material  due  to  th**  iiiml'lnt- 
tlon  of  chemicals  found  therein,  while  it  is  essential  that  much  of  rlie  n«tpri«I 
used  in  the  oxychloride  trade  shall  be  pure  white.  We  tlierefor**  «lrtirp  t» 
emphasize  the  fact  that  in  the  event  of  the  passage  of  the  pn»iMiseiI  M  thP 
oxychloride  manufacturers  \y\\\  become  dependent  for  their  supply  ujimi  ihP 
California  i»roducers  alone.  wlu»se  pro<1uction,  as  is  hereinafter  iMilnnnl  «wt. 
Is  now  insufficient  both  in  quantity  and  quality  to  meet  the  rt^piiivnirtits  / 
our  business. 

We  oppose  the  granting  of  a  tariff  of  $15  per  ton  on  the  caustir  oalrftirf 
magneslte  upon  the  following  grounds: 

First.  That  It  Jeopardizes  the  future  of  the  oxychloride  industry: 

(\>iniM)sition  flo(»riiig  nnd  niagnesite  stucco  are  of  particular  valu«*  in  tiP 
building  industry  in  tlmt  they  furnish  a  cement  product  which  Is  fireprn^f. t^ 
sllient,  and  excee<lingly  durable.  These  pro^lucts  show  far  less  ti»niiewy  t' 
crack  or  dust  than  i\o  i'ortland  cement  mlxture.s.  and  they  iM»s.»!ess  fr»»in  r«^tf 
three  times  tlie  tensile  strength  of  the  latter.  Oxychloride  <'enient  pn»»lii'-T^  ii^ 
unl(|ue  in  that  they  can  be  applied  directly  over  w<M>d  in  relatively  tliln  layw** 
a  feature  which  is  of  great  value  in  the  ecomunlcal  remodeling  of  nld  stnKtiif*^ 

Oxychloride  cement  products  are  thus  brought  into  competition  with  M- 
land  cement  mixtures,  and  it  will  be  readily  seen  that  any  incr»*rtsi»  ti\i'r  H"* 
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«^^t  high  cost  of  raw  materials  will  seriously  aff€>ct  if  it  wlU  not  destroy 
:rutuTe  of  this  industry.  Even  at  present  prices  the  oxychloride  cement 
ftufkcturer  finds  it  difficult  to  secure  a  fair  profit  as  his  selling  prices  are 
'^<ly  high  in  proixirtion  to  ttiose  of  competitive  building  materials.  That  the 
s  of  his  raw  materials  have  tremendously  advanced  is  demonstrated  by  the 
:  that  the  prewar  price  at  the  Atlantic  seal)oard  was  $25  per  ton  for  cal- 
•d  magnesite  and  $16  per  ton  for  magnesium  chloride — the  two  essential  raw 
■€»r'ials — ^while  to-day  these  prices  are  $60  per  ton  for  the  magnesite  (none 
vliich  is  imported)  and  $45  per  ton  for  the  chloride,  an  advance  of  240  per 
L  and  .2S0  per  cent,  riespectively. 
e'cond.  That  It  is  wholly  unnecessarj'  for  the  protection  of  American  in- 


•ti^  present  lowest  price  of  ground  California  caustic  magnesite  at  the 
antic  seaboard  is  $60  per  ton. 

*lie  present  quotation  on  ground  Grecian  caustic  magnesite  on  a  100-ton  ship- 
it  clue  to  arrive  in  February  is  $75  per  ton.  It  Is  therefore  plain  that  Cali- 
nla  caustic  magnesite  can  now  be  delivered  without  a  tariff  at  the  Atlantic 
hoard  at  $15  a  ton  less  than  the  Grecian  material. 

'lie  average  cost  of  calcined  magnesite  to  the  domestic  miners,  as  given  in 

sworn  costs  filed  by  them,  is  $25.13.     Adding  $3  for  the  cost  of  grinding 

<hly  calcined  magnesite,  we  have  a  cost  of  $28.13  for  the  ground  material  at 

mine.     Adding  the  freight  to  the  Atlantic  seaboard — ^$16.07 — we  arrive  at 

<*ost  of  the  ground  material  at  the  Atlantic  coast,  or  $44.20.     Subtracting 

«  cant  ($44.20)  from  the  selling  price  of  $60  we  reach  a  profit  to  the  domestic 

ler   of  $15.80  a  ton,  which  is  equivalent  to  a  profit  of  56  per  cent  upon  Its 

t  at  the  mine  of  $28.13. 

Subtracting  the  cost  of  the  domestic  material  at  the  Atlantic  seaboard 
t4.2fM  from  the  i)resent  quotation  upon  the  Grecian  product  ($75)  we  have 
K80  as  the  possible  profit  that  the  domestic  miner  may  at  the  present  time 
eive  before  he  is  brought  Into  price  competition  with  the  foreign  product, 
c-h  a  profit  is  equivalent  to  109  per  cent  on  the  cost  at  the  mine  of  $28.13. 
rhe  abf)ve  figures  apply  to  tbe  Atlantic  seaboard,  and  it  is  of  essential  ini- 
rtan<»e  to  have  in  mind  that  tbe  differential  In  favor  of  the  American  miner 
Teases  at  Inland  points. 

rhe  Chicago  district  Is  the  largest  market  for  caustic  magnesite.  The  ffeipht 
e  on  calcined  magnesite  from  the  Pacific  coast  to  Chicago  is  $12.87  and  from 
*  Atlantic  coast  to  (^lilcngo  is  $7..tO  per  ton.  The  figures  for  Chlctigo  ai"e 
»refore  as  follows: 

Ive   ground   Grecian  caustic   magnesite,   Chicago    (based   on  present 
quotations) $82.  50 

(*sent  price  domestic  ground,  caustic  magnesite.  (^hicago 57.87 

vantatre  of  domestic  over  Greiian  in  (^hlcngo 24.63 

erage  cost  calcined  magnesite  to  domestic  miner 28.13 

id  freight  Pacific  coast  to  Chicago :. 12.87 

«t  donientic  at  ('hicago  (gnmnd) 41.00 

P'e?it  price  ground  Gr€»cl an  caustic  magnesite,  Chicago 82.50 

tbt»-a(t  cost  dtmiesti'*  ground  caustic  magnesite.  Chicago 41.00 

ofit  which  it  Is  iK)ssible  for  the  domestic  miner  to  ask  before  he  is 
brought  Inti)  price  competition  with  the  foreign  product 41.50 

This  possible  profit  is  equivalent  to  147  per  cent,  based  on  the  miners'  cost 
tho  mine— $28.13. 

If  the  proposed  tariff  of  $15  per  ton  is  imposed,  tben  the  (xrecian  material 
>u^«]  cost  $00  at  the  Atlantic  seaboard  and  .$97..50  at  Chicago,  based  up<m  pres- 
it  Mnotatl(m*«.  In  tjiis  case  the  domestic  miner  would  be  in  a  position  to  secure 
profit  of  $45.80  Atlantic  seaboard,  or  $56.50  nt  Chicago,  equivalent  to  a  per- 
btaire  of  profit — ^l)a.sed  on  cost  at  mine  ($28.13) — of  162  iier  cent  and  200  per 
)Bt.  res|)ectively. 

Tbere  is  nothing  In  the  present  outlook  which  Indicates  a  change  In  this  com- 
itafive  situation.  Practically  no  calcined  magnesite  has  been  produced  in 
^we  since  1015  owing  to  the  lack  of  coal  for  the  calcinating  process.     We 
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are  informed  that  tlie  present  quotation  of  coal  in  Greece  is  $1.<X>  a  tun.  asv  *■ 
have  ho  information  which  justifies.the  belief  that  an  improvement  in  Ittb**    ■ 
Ultions  can  be  predicted  within  the  definite  future.     If  lower  cosu  r-^^ 
Europe,  it  will  undoubtedly  bt,  a  part  of  a  world-wide  movemeDt  whi-'  - 
liave  its  reflection  in  the  United  States.    In  any  event,  we  respectfvUy  u- 
fl4ently  submit,  that  the  judgment  of  your  committee  in  a  matter  ot  5«^ 
imiiortance  must  be  based  upon  .conditions  ns  they  now  exist,  and  not  of*': 
jecture  or  speculation  with  respect  to  the  future  of  Europe,  whicb  im»  boi  : 
reasonably  or  intelligently  foresee.    This  much  may  certainly  be  «alij    r  • 
with  the  possible  profit  at  present  as  high  as  109  per  cent  New  T<m^  a: 
I)er  cent  Chicago,  before  coming  into  competition  with  the  imported  aa*'" 
the  domestic  producers  do  not  now  aud  will  not  in  the  definite  fotnrv  ir- 
tariff  for  the  protection  of  their  industry.     The  quefttiuu,  tfaereCorr.  .• 
whether  the  California  producers  of  magnejiJite  shall  be  protecteil,  but  - 
whether  the  business  of  tlve  American  mamifacturers  of  uxychk>n«it>  |r- 
shall  be  destroyed,  solely  for  thc^  jp^urpose  of  increasing  the  already  tt^^r  :. 
profit  of  the  Ciilifornia  producers. 

Third.  That  the  California  producers  will  not  be  able  adtxjualeKr  ta  ^im* 
demand  for  caustic  magnesite. . 

This  condition  has  already  existed  for  the  past  few  naontlui,  and  in  ::- 
of  future  requirements  of  the  oxy chloride  trade,  it  will  rapidly  fr\^   . 
acute,  providing  that  our  further  growth  is  not  to  be  restricted  by  tLr  *■ 
ment  of  the  proposed  tariff. 

Caustic  magnesite  used  by  our  industry  at  present  is  i>rinel|ially  *n>. 
from  five  deposits — Santa  Margherita,  Porterville,  Tulare.  Sonoma,  ai*    •» 
ern.     One  of  these,  Santa  •Margherita.  will  be  eliminated  If  thi«  tarif  .• 
posed,  as  it  is  situated  within  the  boundaries  of  Mexico.    Of  the  n^uauuiu; 
deposits,  all  located  in  California,  that  of  the  Western  Mining  &  mn^^i- 
Co.,  located  near  Livermore,  is  suspended  during  the  rainy  sea<!««  f*  *    ' 
three  to  four  months,  owing  to  the  impassability  of  the  roads. 

The  oxy  chloride  trade  requires  a  white  calcined  magnesite,  and  ic  «•'  ■ ' 
meet  this  requirement  it  has  been  the  custom  of  the  California  miner  :•  -• 
select  the  ore  for  the  caustic  calcination.    When  he  found  it  difficnl:  :    •' 
pace  with  the  demand  during  the  fall  of  1919,  he  was  compelled  tv  u'*: 
this  practice  and  take  the  run  of  the  mine,  with  the  result  that  his  |<  • 
no  longer  of  a  good  white  color,  but  runs  quite  dark.    In  order  to  -^^r 
han(i-sel«*teil  high-grade  wliite  material,  the  consumer  is  now  askeil  •••  .- 
additional  premium  of  $10  per  ton.  | 

The  present  inadequacy  of  the  California  production  is  not  a  tfmj«».'^r 
d  It  ion.     For  about  four  years  the  (California  producers  have  had  a  n»-    •    | 
of  the  domej*tic  market  identical  with  that  which  wouUl  Ik>  «e*^rpd  f-*        , 
by  the  prt>pose<l  tariflf,  exc^epting  only  that  the  Importations  which  ha-* 
nHtMveil  fix)m  Mexico  would  be  excluded.    There  has  been  ample  «•«■ "" 
and  Incentive  of  profit  to  build  up  an  Industry  which  w<»nld  fully  ar*   • 
factorlly  meet  the  requirements  of  tl>e  market.     This,  however,  lia*  "• 
done,  and  in  our  judgment  can  not  be  done  in  the  future,  and  It  nu'  :■ 
nssuuKHl  that  after  the  enactment  of  a  prohibitive  tariff  the  ("^llf'rc. 
diuvrs  will  ac<vmi)lish  that  which  they  have  failed  to  do  during  •  ;»' 
four  years,  during  which  they  have  had  the  entire  market  to  tbem^H"^ 

Fourth.  That  the  limited  supply  »>f  amorphous  or  white  magnev^.t**  - 
c<nmtry  should  not  be  deploteil. 

iHMul,  burntHl  magnesite  used  by  tlie  steel  Industry  was  not  the  •■•* 
ni*slte  essential  to  nie*»t  the  war  emergency. 

Ourlng  this  entire  period  the  Government  used  enormoua  qaantiti«« 
<M»uiposition  rtiH^ring  and  magnesite  stucco.    The  flooring,  beeaiMe  of  «•  '* 
for  appUcjUion  over  the  rough  wooilen  foundations,  and  tlie  stuit-u,  !•*    • 
Its  noufive7.ing  quality,  permitting  its  application  during  the  wint»r 
were  InuH^rtant  factors  in  the  rapid  completion  of  Government  buiW.-  .* 
lions.     These  materials  were  considered  of  such  imjiortance  lo  the  !«-»•- 
In  tiie  winning  of  the  war  that  the  building  materials  seothm  ••(  •" 
Inilnstries  Boanl  devote<l  c<»nsldend)le  time  to  consulting  with  tbr  '. 
Ulnars  in  the  formulating  of  standanl  Government  siie<ific«ti«»n5  to    • 
use  of  these  materials. 

The  only  available  deiK>sits  of  amon^hous  magnesite  ar\»  In  tti»    <• 
California*  and  these  deixisits.  .so  far  as  is  demonstrateil  by  deiH.<».  - 
not  large.     As  it  has  never  yet  been  demoustrate<l  Uiat  a  satl*f««"t.Ti 
lUMgncsite  can  W  prinUuvd  from  the  crjstnlllne  v^*'     •    r»nHluee«l  it    1^ 
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1,  It  seems  wise  to  conserre  the  California  supply  tot  the  oxy-cbloride  prod- 
ts  wMch  have  demonstrated  their  value  in  time  of  war. 
Fiftli.  That  the  quality  of  the  domestic  caustic  product  produced  to  date,  we 
izvBt   to  acknowledge,  is  not  equal  to  the  Grecian  or  Venezuelan  previously 
i|>orted.  .'•!'.  ,       . 

The  quality  or  efficiency  of 'fatistic  iifag|aesite  is  not  determined  hy  chemical 
talysis.  A  mixture  of  dead,  burned,  and  crude  magnesite  may  equal  in 
lalysis  that  of  a  very  excellent  high-grade  caustic  magnesite,  and  yet  such  a 
ixture  would  be  absolutely  hiert  chemically  and  valueless  for  use  in  oxy- 
iU>rid.e  cement.^  The  value  of  the  material  for  such  us^  is  entirely  dependent 
H>ii  tlie  percentage  of  active  oxide  of  magnesium  it  carries,  and  this  in  turn 
rlependent  upon  the  skill  and  efficiency  used  in  the  calcination. 
As  |)reviously  stated,  the  calcination  of  caustic  magnesite  requires  great  skill 
Hi  technical  knowledge,  and  the  western  producers  have  not  given  this  matter 
ilfi«>ient  study  to  produce  a  standard  product  that  will  give  constant  and 
(11  form  results. 

Not  until  the  domestic  producer  is  brought  into  competition  with  the  more 
willfully  calcined  imported  material  will  there  be  any  hope  for  the  Improve- 
lent  of  the  domestic  product  by  means  of  a  more  careful  and  scientific  process 
r  calcination. 

It  is  a  lack  of  Knowledge  or  perhaps  indifference  on  the  part  of  the  domestic 
roiluoer  in  his  calcination  for  caustic  magnesite  that  has  caused  every  oxy- 
hloride  manufacturer  much  financial  loss  in  his  past  use  of  the  domestic 
laterial. 

That  the  superiority  of  the  Grecian  magnesite  is  recognized  by  the  users  of 
oni[>osition  fiooring  and  stucco  is  shown  by  the  fact  that  upon  certain  Govern- 
u4)t  operations  Grecian  magnesite  was  specified  and  the  domestic  product 
xoluded. 

Sixth.  That  the  present  high  pilces  which  must  be  asked  for  composition 
(coring,  magnesite  stucco,  etc.,  yield  a  relatively  small  percentage  of  profit, 
in<l  these  prices  can  not  be  materially  advanced  in  the  face  of  the  present 
writes  of  competitive  building  materials. 

Seventh.  That  legislation  tending  to  increase  the  cost  of  building  materials 
s  unfortunate  and  untimely  when  economy  in  building  operationet  and  the  low- 
ering of  their  cost  Is  a  vital  national  necessity. 
Eighth.  That  the  contemplated  tariff  will  tend  to  establish  a  monopoly. 
This  is  indicated  by  the  fact  that  at  the  present  time,  when  there  are  no 
Importations  of  foreign  magnesite,  the  prices  of  the  domestic  material  are  very 
vuiiformly  maintained.  Whether  or  not  this  is  dve  to  Idie  existence  of  the  so- 
411  lied  Western  Magnesite  Association  we  are  twable  to  stata  The  existence 
of  this  asssociation  and  the  uniformity  of  the  charges  existing  between  the 
various  producers  niust  speak  for  themselves.  The  effect  of  such  legislation, 
if  <^n acted,  may  be  judged  by  the  fact  that  from  the  moment  that  the  passage 
uf  the  bill  by  the  House  of  Representatives  was  assured  the  price  was  raised 
by  the  California  producers.  If  the  condition  created  by  the  war  is  made  per- 
manent by  the  enactment  of  the  proposed  prohibitive  tariff  bill,  our  industry 
will  be  dependent  upon  a  supply  which  has  been  demonstrated  to  be  Inade- 
quate during  a  period  of  four  years  of  absolute  control  of  the  market,  the  price 
and  the  quality  of  the  material  to  be  delivered  will  be  fixed  at  will  by  the 
(.California  producers,  and  the  fate  of  our  industry  will  lie  wholly  in  their 
hands. 

In  conclusion,  we  respectfully  and  earnestly  ask  that  caustic  burned  magne- 
'"^ite  be  entirely  eliminated  from  the  field  of  this  legislation. 
Respectfally  submitted. 

Committee  of  Magnesite  Consumebs, 
Robert  W.  Page, 

President  Marbleoid  Co. 
Samuel  Jabos, 

President  General  KompoUte  Co, 
A.  M.  Haxx, 

President  American  Materials  Co. 
Robert  C.  Bubnside, 
President  AsbestoHth  ifanufaciurin0  Co, 
John  F.  Shanubt,     * 
President  Special  Service  Flqering  Corporation. 
Ronald  Taylob, 

Ronald  Taylor  Co, 
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The  Chairmax.  The  committee  will  now  hear  Mr.  Conway,  '.f  - 
is  present. 

STATEMENT  OF  ME,  JOHN  F.  CONWAY,  E.  F.  BBEW  CO.   (IIC 

NEW  YOBE  CITY. 

The  Chairman.  Please  state  your  full  name. 

Mr.  Conway.  John  F.  Conway. 

The  Chairman.  What  is  your  business? 

Mr.  Conway.  We  are  importers  and  exporters  of  oiK  chem. 
and  manufacturers  and  refiners. 

The  Chairman.  You  are  also  a  manufacturer? 

Mr.  Conway.  Yes,  sir. 

The  Chairman.  What  do  you  manufacture  ? 

Mr.  Conway.  We  refine  coconut  oil  and  other  oils. 

The  Chairman.  Is  that  the  only  article  you  manufacture  f 

Mr.  Conway.  We  use  soy-bean  oil.    We  have  other  product-. 
I  am  only  down  here  to-day  to  talk  on  the  oil  business. 

The  Chairman.  You  are  in  the  business  yourself? 

Mr.  Conway.  I  am  department  manager. 

The  Chairman.  Where  do  you  reside? 

Mr.  Conway.  I  reside  at  Flushing,  L.  I.,  and  niv  business  a«l  :•-- 
is  44  Whitehall  Street,  New  York  City. 

The  Chairman.  Please  proceed  now  and  state  briefly  your  w»- 

Mr.  Conway.  I  am  opposed  to  the  proposed  imposition  of  tlv  •  ' 
on  coconut  oil  of  2  cents  a  pound.    It  is  now  on  the  free  list  TLt-  :• 
son  for  that  is  that  we  use  in  our  two  refining  plants  about  S^* .  " 
pounds  a  week  when  running  full.    Unfortunately,  I  am  not  ron^  . 
full  just  at  the  present  time.    Two  cents  a  pound  on  that  will  •n>  ^ 
to  $18,000  a  week,  and  in  the  year  it  will  amount  to  $936,0(M1,  «i 
would  practically  put  us  out  oi  business. 

The  Chairman.  You  make  the  oil  out  of  the  bean,  do  vou  ♦ 

Mr.  Conway,  We  buy  the  oil  and  refine  it  from  Ceyion  an<l  Ji  ■■ 
and  the  Philippine  Islands.  The  copra  is  on  the  free  liai,  but  h\-  s  •  ■ 
du^  here  of  1^  to  2  cents  a  pound. 

Senator  Walsh.  Of  course,  you  get  it  from  the  Philippine  hu' 
free  of  duty  ? 

Mr.  Conway.  That  is  the  point ;  if  you  should  sliut  it  out  frmn  **"' 
points,  naturally  the  Philippine  Island  producers  will  take  adrtntAj^ 
of  the  market  and  raise  it  to  a  point  where  we  would  be  thrown  •«■• 
our  markets  of  the  world.    That  is  one  advantage  the  foreign  mi 
f acturers  have  of  being  able  to  select  their  raw  products  from  Jiffrrf 
markets  of  the  world,  and  if  we  are  shut  out  from  thoee-foreiet  r-i* 
kets  we  are  at  the  mercy  of  the  Philippine  producers. 

Senator  Caij)er.  Is  yours  the  finished  product  i 

Mr.  Conway.  We  refine  it  and  sell  it  to  the  soap  manufactotrr^ 

Senator  Calder.  What  quantities  do  you  sell  it  in  I 

Mr.  Conway.  We  sell  in  gallons,  pounds,  and  tanks. 

Senator  Calder.  What  is  the  price  to-day  compared  with  wk^'  ' 
was  in  1914,  wholesale? 

Mr.  Conway.  The  wholesale  price  to-dav  is  about  one-half  oi  * 
it  was  in  1914.    The  oil  was  selling  in  1919 

Senator  Caldbr.  The  oil  was  selling  in  1919 — ^I  mean,  in  l^H- "" 
fore  the  war. 
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Mr.  Conway,  Why,  the  price  was  practically^  back  to  what  it  was 
before  the  war.    Coconut  oil  is  selling  to-day  around  8i  to  8|  cents^ 
nd  it  ran  about  that  figure  in  1914. 
Senator  Calder.  In  1919  what  was  the  price? 
Mr.  Conway.  It  went  up  to  18|  or  19  cente,  possibly  a  little  higher. 
Senator  Walsh.  How  much  was  it  in  1914  ? 
Mr.  Conway.  Between  8  and  9  cents. 
Senator  Cai.der.  And  it  is  now  back  to  the  prewar  prices? 
Mr.  Conway.  Yes,  sir. 

Senator  Calder.  How  much  would  this  duty  affect  the  price,  pro- 
rided  the  duty  were  added  to  the  price? 

Mr.  Conway.  Twenty-five  per  cent  on  the  raw  material.  After  the 
coods  are  manufactured  that  would  increase  the  cost  from  35  to  40 
per  cent. 

Senator  Calder.  You  figure  that  the  2  cents  per  pound  would  in- 
crease the  price  of  the  finished  article  about  40  per  cent? 
Mr.  Conway.  The  duty  is  25  per  cent. 

J^enator  Calder.  You  figure  that  the  2  cents  per  pound  would  in- 
crease the  cost  of  the  finished  article  about  40  per  cent? 

Mr.  Conway.  The  duty  is  25  per  cent  to  start  with.  The  cost  of 
refining  runs  from  6  to  8  cents  and  the  additional  duty  would  amount 
to  10  per  cent. 

Senator  Smoot.  Do  I  understand  vou  to  sav  that  vou  import  the 
coconut  oil? 

Mr.  Conway.  Xot  directly.  We  buy  it  through  importers.  We 
bring  it  in  through  Philippine  producers. 

Senator  Calder.  You  get  your  raw  material  from  the  Philippine 
Islands  ? 

Mr.  Conway.  Xo,  sir.  A  great  deal  comes  from  Ceylon.  We  have 
an  English  branch.  We  bring  it  in  from  different  places  as  the  market 
favors  us.  For  instance,  if  it  is  cheaper  in  Ceylon^  we  buy  it  in 
Ceylon.  Of  course,  the  oils  are  sold  at  a  close  margin*  so  that  there 
is  not  so  very  much  difference. 

Senator  (^aij)er.  Two  cents  per  pound  on  the  raw  material  would 
mean  that  much  on  the  finished  product? 
Mr.  Conway.  More  than  that. 

Senator  Wai^sh.  How  much  coconut  oil  is  imported  into  this 
iountry? 

Mr.  C^ONWAY.  I  can  not  say  exactlv.  It  is  considerablv  over 
400,000,000. 

Senator  Walsh.  What  j^erc  entage  of  the  ccmsumption  is  produced 
here? 
Mr.  Conway.  Of  coconut  oil? 
Senator  Walhh.  Yes. 

Mr.  Conway.  I  think  about  6  or  8  per  cent.     / 
Senator  Walsh.  Only  6  or  8  per  cent? 
Mr.  Conway.  Yes. 

Senator  Walsh.  Of  course,  its  use  has  increased  tremendously  in 
the  last  few  years.     It  is  used  in  foods,  in  oleomargarine,  and  so  on ; 
and  yet  you  say  there  is  only  6  or  8  per  cent  produced  in  America? 
Mr.  Conway.  Yes. 

Senator  Caldeb.  Of  the  finished  product? 
Mr.  Conway.  Of  the  oil  secured  by  pressure. 


1040  TARIFF CHEMICAL  SCHEDULE. 

Senatoi*  Walsh.  The  product  that  he  wants  is  copra.  He  » i; : 
copra  admitted  free. 

Mr.  Conway.  It  is  not  copra  we  want  admitted  free.  It  is  the  t. 
nut  oil. 

Senator  Wals^.  Oh,  I  see. 

Mr.  Conway.  If  you  get  your  duty  too  hich  it  means  yiHi  f 
going  to  throw  your  importations  of  oil  entirely  to  the  Philippu  - 
and  lose  the  revenue  altogether. 

But  there  is  another  phase  of  the  matter  to  look  at.    We  %n  *  - 
deavoring  all  over  the  country  to  establish  a  merchant  marine.    I* 
we  do  not  buy  material  from  these  foreign  places,  we  do  not  \a 
any  sale  for  our  goods.    We  are  doing  a  great  deal  of  bu£in«5t*  .- 
the  eastern  countries,  in  New  Zealand  and  Australia,  and  then?  *- 
varied  line  of  manufactured  articles  in  competition  with  Ensr'-i' 
aiid  other  continental  countries,  and  the  more  we  can  trade  in  t:.  - 
commodities  which  come  from  those  places,  the  more  we  caL  • 
change  our  own  goods. 

Senator  Smoot.  Do  you  buy  any  coconut  oil  made  from  cojin 
the  United  States? 

Mr.  Conway.  At  times ;  yes. 

Senator  Smoot.  Importations  for  1920  amounted  to  21S/iiu  - 
pounds  of  copra.    In  1921  the  amount  was  a  little  less.    Hut 
manufactured  from  the  oil  in  this  country,  is  it  not  ? 

Mr.  Conway.  Yes. 

Senator  Smoot.  Still  out  of  this  amount  of  manufacture!  •  - 
you  buy  very  little  from  American  manufacturers! 

Mr.  Conway.  We  buy  where  the  market  is  most  favorable. 

The  Chairman.  Have  you  concluded  your  remarks! 

Mr.  Conway.  There  is  one  other  point  I  want  to  mentioiL   T 
is  the  duty  on  linseed  oil.    As  you  know,  one  of  our  great  tr»»"i  - 
in  the  large  cities  at  the  present  time  is  the  cost  of  housing.    I»  • 
an  expensive  proposition  to  build  houses  and  to  keep  them  in  rtj-* 
You  can  not  keep  them  in  good  repair  unless  you  keep  them  paiti^ 
One  of  the  ingredients  of  paint  is  linseed  oil. 

Senator  McCumber.  Congress  has  not  had  to  vote  any  uutne}  * 
keep  the  linseed  oil  factories  on  their  feet,  as  it  has  produ'vr* 
flaxseed  and  others. 

Mr.  Conway.  No.    I  think  they  have  enough  money. 

Senator  MoCttmber.  But  some  of  these  fellows  who  are  pr\.^U  *. 
the  different  oils  have  to  ge^t  help  through  special  legislation. 

Mr.  Conway.  The  foreign  market  for  flaxseed  is  very  barf,  i 
the  production  of  flax  in  Kussia  and  Belfjium  has  f  allenoff  prvti. 
so  that  I  should  think  they  could  sell  their  product  readilv. 

In  regard  to  filing  a  brief,  the  bureau  of  raw  materials  hi*<*  i* 
into  this  question  very  carefully,  and  they  have  gotten  out  a  ^<'' 
which  gives  all  the  facts  and  figures  in  connection  with  thb  Dt»"*' 
I  would  like  to  use  their  brief  as  my  brief,  and  have  it  so  consi«^'^ 

Senator  Smoot.  The  bill  provides  2^  cents  a  pound  for  linger*! 
What  would  you  suggest  ? 

Mr.  Conway.  I  suggest  that  it  be  not  increased  over  the  prft** 
rate  of  10  cents  a  gallon.    That  makes  it  practically  douUe  the  jr.; 
That  would  be  20  cents  a  pound.    You  see  the  rates  are  pni<*ti'=» 
doubled. 
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The  Chairman.  The  committee  will  give  the  matter  careful  con^ 
irleration. 
Tlie  committee  will  now  hear  from  Hon.  M,  E.  Bho^es. 

ITATEBfEBT  OF  HON.  K.  E.  RHODES,  KEPEESENTATIVE  IN  COJfr 

/     OSESS  FBOU:  tflSSOTTKl. 

The  Chairman.  Do  you  desire  to  speak  on  barytes  and  barium? 
Af r.  Ehodes.  I  do. 

The  Chairman.  T\Tiat  have  you  to  say  in  connection  with  them? 
Mr.  Rhodes.  I  desire  to  call  attention  to  paragraph  64,  relating  to 
the  subject  of  barvtes  ore*  and  ask  that  a  specific  duty  pf  one-halj  of 
1  cent  per  pound  be  provided  instead  of  the  duty  of  ^  pei:  ton. 
The  Chairman.  What  duty  do  you  recoiumeud? 
Mr.  Rhodes.  Barytes  miners  of  my  State  and  in  the  United  States 
want  one-half  of  1  cent  per  pound  on  the  crude  ore  in  order  to  enable 
the  producers  of  barytes  ore  to  compete  with  the  German  importers. 
Senator  Smoot.  That  is,  $10  instead  of  $4? 

Mr.  Rhodes.  Yes.    TTe  want  a  per  pound  duty  of  one-half  of  1 
cent  per  pound. 

The  Chairman.  Where  does  the  foreign  barytes  come  from? 
Mr.  Rhodes.  It  has  always  come  from  Germany.  It  is  now  com- 
ing in  from  Germany.  Between  January  1  and  July  1  of  this  year  it 
came  in,  both  in  the  form  of  crude  ore  and  in  the  form  of  barium 
chemicals,  to  the  extent  of  16,000,000  pounds,  and  yet  every  mine  and 
every  mill  in  the  United  States  is  closed  to-day  and  has  been  during 
all  this  period  of  time.  The  barytes  manufacturers  want  the  duty 
increased  from  $7.50  per  ton  on  the  manufactured  or  ground  barytes 
to  at  least  three-quarters  of  1  cent  per  pound. 
Senator  Smoot.  $15  a  ton? 

Mr.  Rhodes.  Y^s:  in  order  to  enable  the  American  manufacturer 
to  compete  with  the  German  importer. 

In  support  of  my  statements,  I  wish  to  call  your  attention  to  the 
following  facts:  I  wish,  first,  to  refer  you  to  the  brief  of  Dr.  Maxi- 
milian Toch,  of  New  York,  a  manufacturing  chemist,  found  at 
pages  122  to  130,  inclusive,  part  1  of  the  tariif  hearings  before  the 
House  Ways  and  Means  Committee,  1921 ;  also  a  brief  by  Mr.  M.  J. 
Rentschler,  representing  the  J.  H.  R.  Products  Co.,  of  Willoughby, 
Ohio,  at  pages  130  to  138,  inclusive,  same  document;  and  the  briers 
of  Messrs.  A.  E.  Stocking  and  C.  P.  DeLore,  representing  the  Mis- 
souri Barytes  Association;  W.  S.  Peebles,  of  Georgia,  representing 
the  Barytes  Miners  and  Manufacturers  of  Georgia,  at  pages  284  to 
289  of  the  same  document. 

To  be  more  specific,  crude  barytes  ore  is  being  imported  and  sold 
in  New  York  to-day  for  as  low  as  $8  per  ton.  The  cost  of  producing 
this  ore  and  loading  it  on  the  car  in  Missouri,  Tennessee,  North 
Carolina,  South  Carolina,  Georgia,  Illinois,  and  other  shipping 
points  runs  all  the  way  from  $8  to  $11  per  ton.  At  these  prices  the 
ore  is  mined  only  within  a  very  restricted  area ;  that  is  to  say,  near 
the  railroacb,  for  the  reason  that  at  these  prices  miners  can  not  mine 
the  product  at  a  profit  and  deliver  it  beyond  a  distance,  I  should 
say,  of  10  to  20  miles  from  the  railroad.  I  make  this  statement 
because  I  live  in  that  district  and  know  the  situation.    In  fact,  the 
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district  I  have  the  honor  to  represent  has  produced  the  past  5u 
years,  except  2  years,  more  than  50  per  cent  of  all  the  bar)1es  tbk 
produced  in  the  United  States.  In  that  section  of  Missouri  the « 
has  never  been  mined  and  delivered  to  shipping  points  on  railroiib 
from  points  more  than  20  miles  distant.  The  freight  rateontli 
ore  from  Missouri,  Tennessee,  Georgia,  and  other  shipping  poind 
to  the  Atlantic  seaboard  market  runs  all  the  way  from  $8  to  $10 1 
ton.    The  Missouri  rate  is  $10  per  ton.     In  other  words,  a  ^X^am 

f)roducer  can  not  deliver  his  ore  to  the  Atlantic  seaboard  market  fet 
ess  than  $20  or  $21  per  ton. 

'riie  (xerman  importer  is  selling  it  to-day  for  $9  or  less  per  ton  ii 
New  York.  It  is,  therefore,  quite  apparent  that  unless  we  \mtu 
much  as  one-half  of  1  cent  per  pound  we  have  not  a  chance  to  compete 
with  the  German  iinporter. 

Senator  Walsh.  Why  do  you  want  it  by  the  pound  instead  of  tb 
ton! 

Mr.  Khodes.  For  the  reason  that  lead  and  zinc  and,  so  far  as  I 
know,  all  metallic  and  nonmetallic  minerals  bear  a  per  pound  dntj. 
There  is  no  reason  for  fixing  a  per  ton  duty  on  barytes  ore  any  mow 
than  there  would  be  to  fix  a  per  ton  duty  on  zinc  or  lead. 

With  regard  to  manufactured  barytes,  I  want  to  give  you  the 
figures  on  that  product.  The  duty  is  $Y.50  per  ton  on  the  ground oRt 
and  the  manuf  acturei^  of  this  product  must  have  at  least  $15  per  ton 
or  they  have  no  chance  at  all  to  compete  with  the  German  impoiter. 
The  German  importers  are  offering  for  sale,  delivered  in  New  York, 
Boston,  and  Philadelphia,  the  ground  ore  for  less  than  $20  per  ton 
According  to  the  testimony  before  the  House  Ways  and  Means  Com- 
mittee, the  f .  o.  b.  price  oi  this  product  at  all  shipping  points  in  the 
United  States  at  which  it  is  produced  is  around  $27  per  ton.  To  that 
you  must  add  the  freight  rate  of  $10,  which  would  make  it  cost  iboot 
$87  per  ton  for  the  Missouri  producer  to  deliver  his  product  to  tb 
Atlantic  seaboard  market,  as  against  a  price  of  $17  or  $18  per  ton  for 
which  the  same  product  is  sold  by  the  German  importer. 

Senator  Walsh.  What  is  the  consumption  of  this  ore  in  this 
country,  and  what  is  the  percentage  of  production  to  consumption! 

Mr.  Rhodes.  Prior  to  the  war  the  American  production  was  60  per 
cent  of  the  total  consumption.  When  the  war  broke  out  in  Europe  in 
1914  our  importations  that  year  were  about  30,000  tons.  The  im- 
portations diminished  to  such  a  marvellous  extent  that  in  1918.  ac- 
cording to  a  table  shown  in  a  bulletin  entitled,  "  Barytes  and  Barium 
Products  in  1919,''  by  (leorge  W.  Stose,  who  does  scientific  reseaith 
work  for  the  (jeological  Survey,  the  importations  are  nothing.  In 
other  words,  the  importations  fell  off  from  about  30,000  tons  in  1914 
to  nothing  in  1918 :  and  in  proportion  as  the  importations  fell  ol 
domestic  production  increased  from  about  60,000  tons  per  year  l« 
over  200,000  tons  in  1917. 

Senator  Walsh.  How  much  was  the  price  raised  during  that  time- 
from  1914  to  1919? 

Mr.  KiioDKS.  The  price,  according  to  the  table  shown  in  this  ih*^^- 
ment  to  which  T  liave  referred,  was  just  about  doul)led. 

Senator  Wat.sh.  WluU  Avere  the  fijiures  in  1914  j»nd  in  1910? 

Afr.  RiTODKs  111  li)19  the  mvratrc  price.  :)S  shown  by  this  (VuMiment 
which  1  h'lvc  how,  wis  ^S  01  pvv  ton.     Th's  tal)^»  docs  not  'i^''-'" 
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of  the  average  production,  but  I  would  say  that  ia  the  document 

^\yft  red  by  the  Tariff  Commission  entitled  '"  Tariff  Information  Sur- 

rs  on  Barytes,  Barium  Chemicals,  and  Lithoix>me,"  the  figures  are 

I    Hare  already  indicated.    The  price  has  just  about  doubled.    I 

I  frr]>eakin^  now  of  the  crude  ore. 

Senator  Walsh.  And  you  say  the  mines  are  shut  down  at  the 

i?vje¥it  time? 

Mr.   Shodes.  Yes:  every  mine.    We  have  58  in  my  State,  and  all 

L*  elosed. 

Senator  Walsh.  That  is  because  imports  ha^e  begun  to  come  into 

p  eotmtry,  is  it  ? 

^Ir.  Rhodes.  It  is.  Senator. 

r..et  me  say  one  further  word  upon  that  proposition..  According  to 

e   Paint,  Oil,  and  Drug  Reporter,  a  reputable  trade  journal  pub- 

^hecl  in  the  city  of  New  York,  during  the  first  week  of  July  of  this 

'jir    there  were  imported  into  the  United  States  through  the  New 

ork  port  of  entry  alone — and  1  have  no  way  of  knowing  what  the 

iportations  were  through  other  ports — ^235,000  pounds  of  crude  ore 

ic\  Viiirium  chemicals. 

I  regret  to  say  that  on  my  desk  in  the  House  Office  Building  I 
ave  a  letter  which  was  received  yesterday  from  a  reputable  con- 
rituent  of  mine  who  tells  me  that  the  miners  are  at  the  very  mercy  of 
le  j>eople;  that  the  f aimers  in  the  adjacent  country  can  now  obtain 

II  the  farm  labor  they  desire  at  the  low  cost  of  $1  per  day.  That 
*  simply  because  the  mines  are  shut  down.  That  condition  is  not 
•n\y  true  with  regard  to  the  mining  of  crude  ore,  but  in  my  State  we 
ave  four  plants,  and  every  one  of  these  plants  is  closed. 

The  Chairman.  That  cloes  not  apply  alone  to  your  State.  It  is 
iniversnl  in  Pennsj^lvania. 

Mr.  Rhodes.  That  is  true.  Senator,  and  will  continue  so  long  as 
ho  American  manufacturer  is  permitted  to  obtain  his  raw  material 
rom  abroad.  It  is  further  certain  that  every  American  producer 
xx\i]  manufacturer  who  obtains  his  raw  materials  from  the  United 
•>tiites  wants  a  protective  tariff  on  his  product.  I  can  see,  of  course, 
hat  the  importer  who  obtains  his  product  from  abroad  would  per- 
i»])s  object  to  it. 

In  conclusion,  I  desire  to  call  your  attention  to  blanc  fixe,  which 
ippears  in  paragraph  64.  I  wish  to  submit,  with  all  deference  to  my 
listingnished  colleagues  on  the  House  Ways  and  Means  Committee, 
who  asserted  that  they  proposed  to  construct  a  scientifically  pre- 
pared tariff  law,  that  blanc  fixe,  a  highly  chemically  refined  commer- 
cial product,  has  no  business  under  paragraph  64.  I  would  suggest, 
therefore,  that  blanc  fixe  be  removed  from  paragraph  64  and  placed 
under  paragraph  11,  where  other  barium  chemicals  appear,  and  the 
duty  be  fixed  at  2  cents  per  pound.    I  do  not  know  why  that  was  done. 

I  also  wish  to  call  your  attention  to  lithopone,  which  appears  under 
paragraph  74,  and  then  I  shall  be  through. 

Lithopone  is  classified  under  zinc  products  and  should  be  under 
paragraph  11.  Accordinje:  to  the  same  document  to  which  I  have 
already  called  attention,  lithopone  is  com))osed  of  70  per  cent  barium 
^r\(\  H(j  per  cent  of  zinc.         . 

I  want  to  show  you  the  inequalities  and  the  differences  existing  as 
botAveen  the  duties  that  these  two  products  bear,  and  this  to  uiy  mind 
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is  absolutely  conclusive  proof  of  the  necessity  for  a  higher  per  jk^.: 
duty  on  crude  barytes  ore. 

As  I  have  said,  lithopone  is  a  product  composed  of  approximat* 
70  per  cent  barium  and  30  per  cent  of  zinc.    The  duty  on 
cents  per  pound.    That  is  not  too  much.    But  I  want  to 
that  70  per  cent  of  that  commodity  called  lithopone  is  mmde  g.: 
barium,  dutiable  at  the  rate  of  $4  per  ton  in  this  bill,  which  15  • : 
one-fifth  of  1  cent  per  pound,  with  30  per  cent  of  zinc  dutiable  x'. 
cents  per  pound.    I  say  that  if  barytes  can  stand  up  side  by  side  ^  " 
zinc  and  do  seven-tenths  of  the  work  in  lithopone,  there  is  too  sr 
an  inequality  between  the  duty  of  1^  cents  a  pound  on  zinc,  wb  . 
insist  is  not  too  high,  and  the  low  rate  of  one-fifth  of  1  cent  per  p/^- 
provided  for  in  this  bill  on  crude  barytes  ore.    Howeren  I  ha^*  " 
serious  complaint  about  that,  and  I  may  not  have  peroHTYi!  • 
reason,  from  a  scientific  standpoint,  for  its  having  been  placed  ur- 
paragraph  74. 

The  Chairman.  Did  you  have  an  opportunity  to  confer  wiiL  t  ■ 
members  of  the  Ways  and  Means  Committee  who  framed  this  f»i"- 
graph  ? 

Mr.  Rhodes.  I  had  an  opportunity  to  confer  with  Mr.  Xiri 
Longworth. 

The  Chairman.  I  am  curious  to  know  why  blanc  fixe«  whkL  i  - 
pears  separately  in  the  Payne  bill,  is  now  put  in  with  olh^'  am  .- 
and  therefore  merits  your  just  criticism. 

Mr.  Ehodes.  I  have  never  been  able  to  understand  why  the  ftct  ' 
1913  and  the  Payne- Aldrich  Act  contained  the  clasaificatiaiift  tbe« 
in  certain  cases,  either.    Without  intending  in  the  least  to  be  •!;- 
spectful  to  anybody,  the  plain  truth  of  the  matter  is  they  dw  r  • 
Iniow,  because  they  did  not  have  time  to  study  the  matter  long  eni^uj 

For  instance,  under  the  Underwood  Act  and  the  Payne-AlJr 
Act,  in  paragraph  64,  barytes  ore  was  carried  under  the  designi:' 
"  barytes  earth,''  and  I  astonished  the  distinguished  chairman  of  t  - 
Ways  and  Means  Committee  about  two  weeks  ago  when  I  iit^K" 
that  barytes  earth  was  an  improper  designation.    He  asked*  **  H  ■ 
does  it  happen  ?    It  has  always  been  designated  so.'' 

The  Chairman.  I  do  not  think  the  nomenclature  and  the  cla»i^  < 
tion  of  preceding  tariff  laws  ought  to  be  lightly  thrust  aside,  mj^ 

Senator  Smoot.  There  is  a  reason  for  putting  it  under  barru*. 
is  because  it  is  sulphide  of  barytes.    That  is  the  reason,  I  sapp*' 
why  they  do  it. 

Mr.  Rhodes.  Let  me  give  you  a  visual  demonstration.  The  »4-«t 
cal  symbol  or  chemical  formula  for  barytes  ore  or  barium  snip}'*-' 
which  I  hold  in  my  hand  is  BaS04.  Yet  somebody  failed  to  «r  i' 
difference  between  this  ore  and  earth.  There  is  no  mor?  nri?-' 
for  calling  barytes  ore  earth  than  there  is  for  calling  lead  or  £-' 
earth.  This  is  the  finest  grade  in  the  world.  As  I  say.  evitlr-t 
sufficient  attention  was  not  paid  to  this  important  industry. 

The  barium  chemical  industry  sprang  up  after  the  war.  Rf-  * 
the  war  it  was  considered  unimportant,  b*t  out  of  43  differesc  »»* 
materials  named  in  the  original  war  minerals  act,  barytes  w*5  •'• 
that  was  able  to  meet  every  requirement. 

We  must,  gentlemen,  have  the  duty  increased  or  we  shall  nu  U 
a  chance  to  compete  with  the  German  importers  because  of  the  i- ' 
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a^^es  in  that  coiintry  as  compared  with  those  paid  in  the  United 
;:a.t;es,  and  because  of  the  low  ocean  freight  rates  as  compared  with 
ir  high  rail  rates. 

Senator  Smoot  understands  the  rate  situation  perhaps  more  than 
ny  other  member  of  this  committee.  His  State  last  year  stood 
lird  in  the  production  of  lead.  Yet  they  are  importing  lead  from 
.vistralia  to-day  at  50  cents  per  hundred,  ocean  rate,  whereas  in 
le  State  of  Idaho  and  Utah  they  have  to  pay  $1.15.  It  is  evident, 
lei-efore,  that  these  elements  are  to  be  reckoned  with  if  a  protective 
iriff  is  to  be  established. 

TVith  your  permission  I  would  like  to  insert  in  the  record  my 
emarks  on  the  subject  of  barytes  before  the  House  Ways  and  Means 
'ommittee.    I  thank  you  very  much. 

The  Chairman.  Permission  is  granted. 

(The  speech  referred  to  is  here  printed,  as  follows:) 

VKKCM  OF   HON.   MARION   K.  BHODKS,   OF   MISSOURI,   IN   THE  HOUSK  OK   BEPRESKNTA- 

m'ES,   THtTRSDAY,  JULY    14,    1021. 

( Tlie  House  in  roiiiniittee  of  the  Whole  House  on  the  state  of  the  Union  had 
imler  consideration  the  bill  (H.  R.  7456)  to  provide  revenue,  to  rej?ulate  coin- 
iiert-e  with  foreign  countries,  to  encourage  the  industries  of  the  United  States, 
mil  for  other  purposes.) 

Harytes  ore  or  barium  sulphate,  the  cheniical  formula  of  which  is  BaSO^,  is 
composed  of  barium  monoxide  (burj-tn  BaO)  65.7  per  cent;  sulphur  tiioxide 
(SOs)  34.3  per  cent.  The  si)eciflc  gravity  of  barytes  is  4.3  to  4.6.  Barytes  is 
usually  white  in  color  and  crystalline  in  composition,  and  about  as  hard  as 
ralcite.  It  is  rarely  pure,  containing  small  quantities  of  silica,  lime,  magnesia, 
iinrl  iron.  The  barium  content  of  the  ore  produced  In  Missouri  and  Georgia 
runs  from  92  to  9S  per  cent. 

Paragraph  10,  in  the  tariff  act  of  October  3,  1913  (the  Underwood  law), 
I>rovides  for  a  duty  of  one-fourth  of  1  cent  per  pound  on  barium  chloride ;  1^ 
cents  per  pound  on  dioxi<le;  and  an  ad  valorem  duty  of  15  per  cent  on  barium 
carbonate. 

Paragraph  51,  of  the  same  act,  provides  for  an  ad  valorem  duty  of  15  per 
cent  on  barium  sulphate  and  crude  barytes  ores;  and  an  ad  valorem  duty  of 
20  per  cent  on  certain  other  products.  This  amounts  to  three-fourths  of  1  mill 
per  pound  or  less  on  the  crude  ore  at  present,  and  many  of  the  more  important 
chemicals  are  entirely  omitted. 

Paragraph  61,  of  the  same  act,  provides  for  an  ad  valorem  duty  of  15  per 
cent  on  certain  barium  compounds. 

The  rates  provided  in  the  Underwood  law  are  wholly  insufficient  to  protect 
the  American  barytes  industry.  German  importers  are  now  offering  to  deliver 
crude  barytes  ore  to  Atlantic  seaboard  markets  for  less  than  the  freight  rates 
from  shipping  points  in  Missouri  and  Georgia  barytes-producing  territories. 
The  American  miners  and  manufacturers  of  barytes  and  barium  products  are 
unanimously  agreed  upon  the  rates  of  duty  provided  for  In  the  bill  H.  R.  16101, 
which  I  introdueed  some  time  ago.  The  only  objections  come  from  eastern 
manufacturers  who  depend  solely  upon  foreign  ore  for  their  supply  of  raw 
material.  However,  they  only  object  to  a  duty  on  the  raw  material  and  are  as 
enthusiastic  as  anybody  else  for  a  duty  on  the  manufactured  article. 

We  should  have  a  duty  of  one-half  of  1  per  cent  per  pound  on  the  crude  ore ; 
v\  duty  of  1  cent  per  pcmnd  on  ground  barytes  or  barium  sulphate ;  a  duty  of  li 
cents  per  pound  on  all  sodium  sulphide  crystals ;  a  duty  of  1^  cents  per  pound 
on  all  barium  sulphide ;  a  duty  of  2  cents  per  pound  on  barium  carbonate;  a  duty 
«»t  2  cents  on  precipitated  barium  sulphate ;  a  duty  of  2i  cents  per  pound  on 
barium  hydrate ;  a  duty  of  2^  cents  per  pound  on  barium  chloride ;  2^  cents  per 
pound  on  all  lithopone ;  a  duty  of  2^  cents  per  pound  on  all  concentrated  sodium 
sulphide ;  a  duty  of  5  cents  per  pound  on  barium  nitrate ;  a  duty  of  8  cents  per 
IKmnd  on  all  barium  peroxide ;  and  a  50  per  cent  ad  valorem  on  each  and  every 
other  barium  compound  and  barium  chemical.  We  should  also  have  the  same 
<l^ity  on  wither  I  te  that  we  ask  on  the  crude  barytes  ore,  because  it  is  used  in 
competition  with  certain  barium  products. 

The  district  I  represent  in  Congress  has  for  the  last  50  years  prloi*  to  the  late 
^^ar  produced  more  barjtes  ore  than  all  the  rest  of  the  United  States  combined. 
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During  that  period  the  total  American  production  was  from  3U,UUU  f«i  Hi>i«*»  i 
of  crude  ore  annually,  w:th  an  annual  iniiK>rtatlon  of  fnini  1(>,0UU  to  3ji»i*»* 
of  crude  ore. 

BeKinnIng  with  1916  and  ending  with  1919.  (veorgia  held  tir»t  plati-  1- 
Union  in  the  pro(luctl(m  of  harytes  ore.  but  In  1920  MisHouri  r^Kainr^f  r- 
place. 

During  the  war  i)eriod  iuiporttitlous  of  (jrerman  ore  ceatied  to  vtmw'  ixit- 
United  States.    The  following  table  shows  the  fall.ng  off  of  iui|jortati«iito^  «•-. 
ning  w.th  1913  and  ending  with  1918.  It  will  he  <»b8erve<l  tliere  were  35^*^  • 
of  crude  ore  1niiK)rteil  into  the  Unltetl  States  from  <leriuany  In  IJHS.  ^ 
annual  decl.ne  to  nothing  in  1918. 

Crude  harytes  imported  for  vmisuinptiwi,  WIS-WIH,  arvordinft  to  tl*f 

States  Geological  Surrey  repftrts. 


«» 


Y«ir. 

Quantity 
(short 
tons). 

Value. 

161,409 

46,782 

4,877 

1913 

35,840 

24,423 

2,504 

1914 

1915 

I 


Year. 


,  1916 

1917 

,  1918 


Uoaotiiy 


17 

a 
• 


According  to  the  tigures  published  by  the  Unite<l  States  (Jeiiloirical  Sur.<- 
1918,  in  a  bulletin  entitled  "  Barytes  and  Barium  Pnxiuets.''  tlie  U>tal  »fcMii^-- 
production  in  1916  was  221,952  tons;  in  1917.  207,888  tons;  and  in  191S.  l.V«*»* 
tons.    The  exact  figures  on  tlie  1919  and  1920  domestic  prtnluctiou  are  dm  ^ 
able,  but  it  is  understood  the  domestic  pro<luction  was  larger  iu  Inith  Itflj*  . 
1920  than  in  1918. 

The  chief  uses  of  barytes  are  iu  making  mixed  paintK:  in  the  niUher  tnido*- 
in  the  manufacture  of  heavy  wall  i)aper,  linoleum,  oilcloth,  wimknv-sttuKfc^  •  * ' 
optical  glass,  and  iu  the  ceramics. 

During  the  war,  like  that  of  cobalt,  more  new  uses  for  barium  clit-iuicm'.^  -- 
discovered.     Large  quant  ties  of  barium  nitrate  were  manufaiturvtl  au*    -- 
strictly  as  a  war  material  during  the  late  war.     Barium  pernxi*!**  wa*  a  <* 
war  product,  and  was  used  in  the  form  of  i)eroxide  of  hydniffen  both  f«»r  ;^ 
bullets   and    for   pyrotechnical   purposes.     Precipitated   Imrium    .«<ulpfa'«:' 
carbonate  are  used  cliemically  in  the  deha:ring  «)f  hides  and  iu  the  ni«u*ur»  - 
of  brown  and  black  anilines. 

The  United  States  Tariff  Conuni.ssion.  in  a  publication  known  mh  Tariff  !• 
mation.  Series  No.  18,  for  the  year  1920,  'n  the  discunaion  of  bttrjti^  at  v^^" 
10,  11,  and  12  sums  up  the  barytes  s:tuatl<m  as  follows: 

"  I^rior  to  the  war  the  domestic  barytes  industry  supplied  from  r»5  t»»  •s^'  '• 
cent  of  the  consumption — SO.OOO  tons  in  191S— of  crude  baryteti  In  the  '     •- 
States.    LithoiJone  was  then  the  only  product  ninnnfactupeil  In  thi*  n«ft'o 
a  large  scale  from  crude  bao'tes  by  chemical  procewes,  and  the  harrtr*  nf-*^ 
sary  for  its  production  was  imported  chiefly  from  Germany.     Be^>^e  rhr  •  • 
Oermany  was  the  largest  producer  of  barytes,  with  an  output  of  abom  ^^*  •• 
short  tons  a  year.     Great  Britain  ranked  .secimd  and  the  Uniteil  8tat<^  v  - 
The  domestic  production  of  crude  bnrj'tes  under  war  coad!rion»  liirr«a9«>l  r-   • 
fold— from  about  50.000  tons  In  1914  to  over  200.000  tons  in  Imth  101«  ■»!  » •'* 
The  Unite<l  States  Is  now  second  only  to  Germany's  prewar  output.    TV  *  • 
ihiction  of  crude  barytes  in  this  country  during  the  war  was  xufnci<>tit  t.    _•• 
domestic  requirements. 

"  The  domestic  industry  prior  to  the  war  was  localised :  about  «5  fw-r  r  ■  • 
the  output  of  crude  barytes  was  minetl  In  Missouri  and  impfilieti  mW*-*-*-  " 
manufacturers  of  ground  barytes.     I>uring  the  war  the  lnere«se<l  d«mi^- 
maud  WHS  met  largely  by  the  development  of  southern  de|K»s|tF  n'  S«i7*— 
(Jeortria.  Tenne.<?s(e.  and  Kentucky  and  by  a  doubling  of  pnMlurt'mi  'n  M'*- 

^  Prior  to  the  war  (Uunestic  ffround  Iwrytes  prodiioed  in  the  mhldle  w^^*" 
district  was  unable  to  compete  in  the  Atlantic  coaat  nnirkirt  with   In**-^ 
gi-ound  barytes  under  the  duty  of  $5.2ri  jier  ton   met  of  !»»>.    At  tkf 
foreign  competition  was  chiefly  in  the  crude  graile,  Iraimrts  of  gntttinl  »*  • 
lH»'ng  only  about  lo  per  cent  of  the  imports  of  the  crude.    IHirinr  the  tmr  u 
western  ground  barytes  continued  to  supply  a  large  pan  of  the  AtlaM  • 
market,  notwithstanding  the  advantage  of  the  .sontberu  district  In  fMdu  -  ' 
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i  uiay  be  accounted  for  by  the  fact  that  the  middle  western  ore  is  a  softer 
etrv'  and  grinds  easier,  and  by  the  circumstance  that  the  southern  deposits 
I*  developed  prinmrily  to  supply  the  raw  material  requirements  of  the 
t*na  lithopone  and  barium  chemical  manufactures.  The  producers  In  the 
l\€?rn  district  are  therefore  particularly  Interested  in  maintaining  the  eastern 
kot:  for  crude  barytes,  while  the  middle  western  producers  are  more  interested 
-etuiniuK  this  same  market  for  ground  barytes.  The  situation  in  regard 
ill  outlet  for  middle  western  crude  barytes  has  been  improved  during  the 
l>y  the  establishment  in  the  Middle  West  of  lithopone  plants,  which  require 
le>  tiarytes  as  their  raw  material. 

Vrior  to  the  war  the  United  States  was  wholly  dependent  on  Imports  for 
>Jii|>ply  of  barium  chemicals.  Germany  was  the  largest  producer,  and  fur- 
i«h1  about  two-thirds  of  the  domestic  requirements.  Alxmt  90  \ier  cent  of 
\mix)rts  in  1914  were  represented  by  three  barium  salts — ^barium  carbonate, 
iiiiii  chloride,  and  barium  dioxide.  The  cessation  of  Imports  and  the  war 
laiMl  for  barium  chemicals  (barium  nitrate,  blanc  flxe,  and  barium  dioxide) 
i\t€*<l  In  the  establishment  of  an  Industry  In  this  country. 
Xlie  chief  markets  for  barium  chemicals  are  in  the  East,  and  with  normal 
rlitions  restored  the  industry  will  be  subjected  to  competition  in  these  mar- 
s  from  Imported  barium  chemicals.  Eastern  plants  are  so  situated  that 
V  enn  use  either  Imported  or  domestic  barytes  as  the  raw  material.  Those 
11  ts  located  close  to  the  southern  barytes  deposits  and  In  the  Middle  West 
\  ilei»end  largely  on  domestic  barytes.  It  Is  evident  that  a  duty  on  barium 
iiiieails  should  be  considered  in  conjunction  with  a  duty  on  the  raw  material. 

ikvn  in  receipt  of  authentic  Information  that  all  barytes  mines  in  Missouri 
'  closed  today  and  that  all  mills  In  Missouri  and  Illinois  are  also  closed, 
h  Oennan  importers  bringing  In  large  quantities  of  crude  and  groimd  ore. 
les»  we  can  get  protection  Germany  will  enjo^r  the  exclusive  benefit  of  the 
anti<:  seaboard  market.  The  wages  of  labor  engaged  in  the  pi'oductiou  of 
•>'t«^  <ire  in  Germany  are  about  45  cents  per  day  in  American  money.  The 
*aii  freight  rate  from  Hamburg  to  New  York  Is  $8.60  per  ton.  Mr.  W.  S. 
Hides,  of  Oartereville,  Ga.,  representing  the  barytes  miners  of  that  State, 

the  27th  day  of  January,  1921,  stated  to  the  committee  that  Gernmn  ore 
*j  been  delivered  to  New  York  within  the  last  three  months  at  $9.7n  per  ton 
».  h.  A  letter  before  me  from  Wolfsteln,  Denmark,  signed  by  Braura  &  Oie„ 
flres.**e<l  to  a  New  York  manufacturer  of  barium  products,  under  date  of 
nujsry  31,  1921,  offers  to  delivei'  monthly  shipments  of  crude  ore  in  500  to 
<K>  ton  lots  at  $11.50  per  long  ton  f.  o.  b.  New  York. 

Here  W  what  some  of  the  American  barytes  people  of  to-day  think  about  the 
U'.itiim  : 

[Tel«»grcm.] 

New  Yobk,  Norewbcr  S,  li)20. 
K.  Khobks,  Potosi,  Mo.: 

<Kving  tu  the  abnormal  low  rate  of  exchange  Germany  Is  dumping  on  this 
arket  Imriuni  sulphate  carbonate  and  peroxide  at  ruinous  pr'ces.  Our  other 
riuni  plants  in  the  United  States  af'e  preparing  to  shut  down,  and  we  ask 
r  immediate  relief. 

DuBBX  Chemical  Oobporation. 


Chicago.  Iu...  yoreinher  .0,  1020. 
on.  M.  E.  Uhooes,  Potosi,  Mo. 

Deak  Sib:  For  the  last  three  four  months  there  has  been  quite  a  large 
liount  r»f  barium  chloride  imported,  coming  from  Germany  through  Belgium. 
wr\\\)i  the  last  three  weeks  barium  carbonate  has  begun  to  come  in.  These 
v<»  rheinicals  are  the  principal  ones  which  we  manufacture.  These  importa- 
"ns  lire  cutting  into  our  business  verj-  badly,  and  if  the  chlorile  continues  to 
>Ji^^*  in  a.s  fast  as  »t  has  during  the  past  three  months  we  shall  be  obliged  to 
'••X**  down  this  part  of  our  plant  as  soon  as  balance  of  our  contracts  expire, 
^'<»nt  .laniiar?'  1. 

^Vp  alw)  Ivplleve  there  was  a  cargo  of  crude  bar>'tes  Imported  last  week  and 
he  week  lief  ore  by  the  American  Metal  Co.     If  it  cont  nues  to  come  in,  the 
"iket  xm  crude  barytes  will  be  affected. 
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Can  you  advise  us  the  present  status  of  the  tariff  question  ami  wbt^ir' 
thing  is  likely  to  be  done  in  the  future.     It  would  almost  seem  that 
count  of  the  present  rate  of  exchange  the  only  way  we  could  be  j*?'- 
would  be  by  some  license  system,  as  no  ordinary  tariff  could  affonl  a*  *i* 
tectlon  required  until  such  time  as  foreign  exchange  becomes  more  »>r:_ 

Chicago  Copper  &  CmcMKii 
By  F.  A.  Simmons,  Secretanf, 

To  show  the  actual  condition  in  my  home  county,  which  is  in  the  n^- 
of  the  barytes-producing  district  of  Missouri,  I  quote  the  foUowinc  |«r.;- 
from  a  letter  received  by  me,  written  by  Mr.  John  O.  houg,  of  Ca^W- 
the  largest  local  dealer  In  barytes  ore  in  Missouri,  under  date  of  Fehria- 
1921: 

"  The  tiff  situation  is  very  bad,  about  as  bad  as  it  has  been  in  laai.' 
I  received  orders  to  close  down  on  all  public  tiff  January  15,  and  by  -^  z 
the  mills  shut  down  all  their  property.    The  mill  is  full  and  has  aerfn. 
sand  tons  piled  on  a  lot  next  to  the  mill.    They  are  full  up  to  the  cfihr^  i 
the  finished  product  and  no  orders.    They  have  not  manufactured  as?  *><* 
since  the  15th  of  December  and  have  been  piling  ore  and  acciuDaiatia;  • 
that  time.    I  have  been  shipping  on  an  average  of  three  or  four  <nir»  ;»« 
so  you  can  realize  what  they  have  accumulated.    I  have  been  up  t»  *i- 
every  week  since  the  first  of  the  year,  and  they  hope  to  see  busfai«9»«  ;   ^ 
but  no  indication  as  yet.    Certainly  it  is  a  hard  proposition  on  the  p«nr^ 
as  the  timber  jobs  are  all  gone,  and  some  are  in  a  very  critical  «'»»• 
No  jobs,  no  money,  no  grub." 

According  to  authentic  information  received  0*oni  Thomfison*  WeUrnu*  m 
of  New  York,  to-day,  crude  barytes  ore  has  been  offered  for  sale  by  l^ru*- 
porters  in  New  York  as  low  as  $7.50  per  ton  within  the  past  few  ««v>^« 
must  get  as  much  as  $10  per  ton  for  the  crude  ore  on  board  cars  at  3f.'«* 
shipping  points  to  afford  fair  wages  to  miners,  fair  wages  for  hanlme  :" 
the  mines  to  the  railroads,  fair  royalty  to  the  landowner,  and  a  Iklr  i-r-* 
the  dealer.    That  was  the  prevailing^  price  when  the  mines  closed  Jac-:.-^ 
1921,  and  unless  we  can  resume  at  that  price  the  industry  can  noc  lonr  -: 
The  average  freight  rate  from  southeast  Missouri  points,  indudiar  ^ri^ 
New  York  is  $10  per  ton,  making  it  cost  the  Missouri  shipiier  $3I>  |«<  ' 
deliver  his  ore  to  the  New  York  market,  thus  permitting  the  German  :::.>  ~ 
to  undersell  the  Missouri  producer  about  $11  per  ton.    In  additiim  to  thi*  . ' 
ence  in  favor  of  the  German  imiiorter  he  gets  the  benefit  of  the  high  valor  • ' 
money  as  against  the  low  value  of  the  German  mark.    It  should  also  hf  r>-. 
bered  that  our  prices  are  based  ui)on  the  sliort  ton  of  2,000  pounds  ao>i  :h*' 
German  prices  are  quoted  upon  the  long-ton  basis  of  2^40  pounds.    >•  * 
evident  that  nothing  less  than  one-half  of  1  cent  per  pound  will  affon!  -^ 
protection  on  the  crude  ore.     The  situation  six  months  ago  in  Min^'ir 
regard  to  gi'ound  barytes  was  as  follows:  At  St.  Ix)ui8  the  price  was  Jwr""'  ■ 
short  ton,  f.  o.  b.,  with  freight  rate  added,  which  made  it  cost  |37i>rt  <1»  '  " 
f.  o.  b.  New  York.    The  German  importer  now  offers  to  sell  the  Mne  ;'• 
for  $15  per  long  ton  f.  o.  b.  New  York,  making  the  difference  of  $31M  v^ 
The  present  difference  in  exchange  and  the  difference  of  240  pounds  oo  ft 
entitles  us  to  at  least  1  cent  per  pound  On  the  ground  ore,  in  order  to  o-««^ 
difference  and  give  us  any  protection  at  all. 

The  barium  chemical  industry  in  this  country  is  also  dead  at  thi«  ir 
the  German  importer  is  doing  a  thriving  business.    Last  week'«  iiB|^*t. 
of  barium  chemicals  amounted  to  332,500  pounds  at  New  York  akioe.  ••**  ' 
to  the  Paint,  Oil,  and  Drug  Reporter  of  July  11, 1921,  a  reputable  tr%6t , 
published  In  that  city.    How  much  was  imported  through  other  pflcts  .  f  -  ' 
is  not  known.    According  to  the  same  journal  over  16,000,000  pounds  ^  >•"  • 
chemicals  have  been  imported  into  the  United  States  from  Gfnnany 
January  1  and  July  1  of  this  year. 

We  feel  this  is  unfair  to  American  miners,  landowners,  and 
unless  something  is  done  to  protect  us  against  this  flood  of  Imporu  ibr  »ic- 
importer  will  continue  to  enjoy  the  benefit  of  our  market. 

As  a  last  word  on  the  subject  I  beg  to  say  that  while  the  Fordnej  ■■■ 
not  provide  as  high  rates  of  duty,  either  on  the  crwle  ore  or  oo  tW-  ''-* 
chemicals  as  we  want,  yet  I  hope  the  conuuittee  will  consent  that  tK»  " 
be  Increased  in  accordance  with  my  suggestions  that  this  great  a«l  i*!"*' 
industry  may  receive  the  protection  to  which  it  is  entitled. 
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iikiiist  not  close  without  acknowletl^nj?  valuable  assistance  in  collecting  this 
fc  from  Messrs.  A.  E.  Stocking  and  C.  P.  Delore,  of  Missouri,  and  many  other 
l\  friends  of  the  industry.  I  am  under  special  obligations  to  Dr.  Maximilian 
1&«  of  jSew  York,  president  of  the  American  Barytes  Miners  and  Manufac- 
■^E-ii'  Asssoclation,  fur  technical  Information  relating  to  barium  chemicals 
L-k^try  and  trade  conditions. 

n  :fact,  the  American  miners  and  niBiittfacturers  are  imanimaofti  in  favoring 
K-«>tective  tariff  on  barytes  and  barium  products.  It  i»  true  a  few  manu- 
LVLxvrs  in  this  country,  who  obtain  their  raw  materials  from  Germany,  are 
os^etl  to  a  protective  tariff  on  crude  ore,  yet  they  are  as  enthusiastic  as  any- 
>•  else  for  a  protective  tariff  On  the  manufactured  article.  I  am  a  pro- 
tionist  through  and  through  and  want  to  see  every  commodity  that  is  pro- 
.««>€l  in  this  country  protected  against  the  products  of  cheap  foreign  labor. 
'  >vere  taught  a  harsh  lesson  in  this  country  during  the  late  war  on  account 
our  failure  to  have  developed  the  mineral  resources  of  the  United  States. 
lor  to  that  time  we  had  oi)tained  our  tungsten  from  China;  cobalt  from 
[iftda ;  pyrites  from  Spain ;  graphite  from  Mexico ;  niagnesite  from  Austria ; 
r<»irie  from  Asia  and  South  America;  manganese  from  Brazil  and  India;  and 
rytes  from  Germany.  These  wei*e  all  useful  war  minerals,  and  when  the 
sis  came  barj'tes  was  the  only  ore  that  we  produced  in  sufficient  quantity 
meet  the  war  requirements.  Thus  It  was  that  the  Slxty-flfth  Congress 
f^scHl  a  law  authoriziUg  an  appi*opriation  of  $50,000,000  for  use  in  developing 
^t?^  essential  war  minerals  in  this  country,  because  they  could  not  be  obtained 
roail.  My  plea  now  is  for  protection  for  the  Americtui  workingman  and  for 
iiei-ican  industries. 

The  Chairman.  The  committee  will  now  proceed  to  hear  Mr. 
'aximilian  Toch. 

CATEHENT  OF  UB.  MAXIMILIAN  TOCH,  TBEASTJBEB  OF  THE 

DVBEX  CHEMICAL  COBPOBATION, 

The  Chairman.  On  what  paragraph  do  you  wish  to  be  heard? 

Mr.  Toch.  Paragraph  11. 

The  Chairman.  Where  do  you  reside  ? 

Mr.  Toch.  In  the  city  of  New  York. 

The  Chairman.  Are  you  in  the  business  of  importing  barium  ? 

Mr.  Toch.  No,  sir.  In  the  first  place,  I  represent  17  barium  manu- 
acturers  in  the  United  States. 

The  Chairman.  Are  you  in  the  business  yourself? 

Mr.  Toch.  I  am  treasurer  of  the  Durex  Chemical  Corporation,  one 
>f  the  largest  barium  produeere  and  chemical  manufacturers  in  the 
United  States. 

The  Chairman.  Is  your  evidence  along  the  same  line  as  that  given 
)y  Mr.  Ehodes? 

Mr.  Toch.  No,  sir.  Mr.  Ehodes  touched  only  on  the  ore.  I  shall 
touch  only  on  the  chemicals.  I  have  a  few  notes,  and  as  I  do  not  wish 
to  take  up  any  of  your  time  unnecessarily,  I  shall  refer  to  them. 

You  gentlemen  are  undoubtedly  aware  of  the  fact  that  the  barium 
industry  is  of  paramount  importance  in  peace,  and  in  war,  and 
barium  chemicals  are  only  produced  in  two  countries,  Germany  and 
the  United  States,  but  before  1914  Germany  controlled  the  world's 
output,  and  three  times  it  destroyed  the  barium  industry  in  this 
country.  However,  when  the  war  came  on  barium  chemicals  had  to 
W  had. 

The  Ways  and  Means  Committee  spent  months  working  out  a 
method  whereby  the  dye  industry  would  receive  adequate  protection, 
and  I  am  heartily  in  favor  of  every  phase  of  this,  whether  it  be  by 
embargo  or  by  tariff.    But  they  forgot  that  aniline  dyes  can  not  be 
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used  alone,  for  if  you  dissolve  a  dye  in  water  and  immerse  a  pifvr 
cloth  in  it,  it  washes  out  completely  when  it  is  wet  agsin. 

In  order  to  pi-event  this  chemicals  must  Ire  added  to  fasten  ^  • 
into  the  fiber  and  make  it  waterproof,  and  one  of  these  cbfa-- 
which  are  called  mordants,  is  bariiun  chloride.  Within  the  \ms. 
months  millions  of  pounds  of  barium  chloride  have  been  impm 
from  Cxermany  at  far  below  the  cost  of  American  manufartun*  * 
dye  industry  is  like  the  blade  of  a  knife — utterly  useless  with"*  * 
handle.  Barium  chloride  and  sodium  sulphide  are  the  handle*  ••'  • 
knife. 

The  Tariff  Commission  figured  that  barium  chloride  costs  #i'*  ■  • 
ton  to  manufacture  in  the  United  States.    In  January  of  thi*  --. 
when  I  asked^  for  a  duty  of  24  cents  a  pound,  it  was  sellinr  «t  ^' 
per  ton,  duty  paid.    To-day  Germany  is  offering  to  land  it  irri 
$48  per  ton  of  2,240  pounds,  and  small  lots  of  chloride  of  Iwrni 
offered  for  delivery  by  importers  at  $53  per  ton  of  2.000  pcHiP^  • 
warehouse,  New  Vork  City. 

I  am  attaching  to  this  statement  the  original  communi<*:iti<*'  • 
William  Jancke,  of  Rotterdam,  and  the  offers  of  Paul  TTilit-h  a 
(Inc.),  importers,  of  11  Cliff  Street,  New  York  City. 

When  I  appeared  before  the  Ways  and  Means  Committee  in  -^  ■ 
ary  the  mark  was  $0.0160;  to-day  it  is  less  than  $0,012^).    S<i  v* 
easily  see  that  the  protection  of  1^  cents  per  pound,  as  al)owf<i  h^  * 
Waj^s  and  Means  Committee,  is  totally  inadequate  to-day. 

Barium  carbonate  is  of  vital  importance  in  peace  and  in  ^s* 
costs  $62  a  ton  to  make  in  the  Ignited  States,  but  is  now  «leli\-r** 
New  York  free  and  duty  paid  from  Germany  at  less  than  >+*    • 
ton.    Optical  glass  can  not  be  made  without  barium  carbonate 
durinj?  the  war  American  chemists  made  better  optical  gli-- 
American  barium  chemicals  than  the  Germans  ever  made.    B'lt  * 
industry  is  dead  in  America,  for  Germany  has  it  all. 

Hundreds  of  tons  of  barium  carbonate  were  shippe<1  t«  K  - 
during  the  war  for  use  as  a  rat  poison  in  the  trenches.  In  fa«i.  • 
a  large  sale  in  the  United  States;  but  as  no  barium  factory  i>  in  •' 
ation — or  has  been  in  operation,  to  the  best  of  my  knowle<l2^.  • 
the  1st  of  January,  1921 — the  foreign  carbonate  of  barium  hv* » 
planted  the  American  barium  entirely. 

Barium  sulphate,  precipitated,  whicli  is  also  known  under  xhr '  ' 
of  blanc  fixe,  is  used  by  the  United  States  Government  as  a  i»4"i 
terial,  for  bridges  and  for  battleship  gray,  for  photogni|>iii«  . 
and  for  rubber  tires.  The  duty  is  totally  inadequate,  on  :i«^'»»' ' 
low  labor  costs,  low  ocean  freight,  and  the  low  price  of  thr  »■ 
against  which  we  have  the  excessive  inland  freight,  high  lal-r. 
inadequate  protection. 

I  do  not  want  to  present  any  cumulative  evident^  to  yoti.  !"j< 
same  argument  applies  to  barium  ore,  barium  hy<lrate,  Imrrm 
phide,  barium  peroxide,  baritim  chlorate,  barium  nitrate — in  fi  '  ' 
of  the  barium  salts. 

During  the  war  our  commanders  cabled  over  for  6»000,«>»>»  !■• 
of  nitrate  of  barium  and  4,000,0(X)  pounds  of  chlorate  of  hanun.  • 
had  the  war  continued  this  material  would  have  been  made  in  i  "^ 
Konablj'  sliort  time.     Where  would  we  and  our  allies  have  !*« 
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ftr  shells,  explosives,  and  incendiary  bombs  had  it  not  been  for  the 
riuizi  industry  here? 

I  am  frank  to  sav  that  the  Ways  and  Means  Committee  frittered 
vay  months  of  valuable  time  on  tariff  matters  without  giving  even 
ore  than  a  passing  consideration  to  the  new  and  vital  chemical 
(lustries  and  without  taking  into  consideration  their  composition  or 
leir  importance  in  peace  and  in  war. 

The  old  tariff  schedules  contained  many  errors,  in  verbiage  and  in 
.^finition,  and  most  of  these  were  copied  by  the  Ways  and  Means 
ommittee,  to  the  great  deteriment  of  the  important  and  increasing 
irium  industry,  which  is  now  completely  shut  down,  and  the  largest 
i  nil  the  barium  manufactories  is  in  the  hands  of  its  creditors.  How 
inch  longer  we  can  subsist  with  German  competition  I  can  not  say, 
lit  it  certainly  is  not  very  much  longer^  for  the  crepe  is  hanging  on 
le  front  door  of  every  barium  factory  m  the  United  States. 

The  Ways  and  Means  Committee  called  for  a  duty  on  barytes  earth, 

material  which  does  not  now  exist  or  ever  has  existed.  The  House 
on-ected  this  error,  which  has  been  been  in  all  the  previous  tariffs, 
r\ieii  Con^essman  Bhodes  called  public  attention  to  it.  Barytes 
re,  accordmg  to  Mr.  Fordney's  bill,  is  to  be  assessed  at  $4  per  ton, 
et  witherite,  which  is  a  barium  ore,  is  to  come  in  free. 

Last  January,  when  I  asked  for  specific  duties  on  all  barium 
hemical^,  the  German  price  was  about  twice  as  high  as  it  is  now, 
md  the  German  mark  was  0.0160  as  compared  to  0.0120  to-day. 
fhere  is  no  other  country  outside  of  ours  in  the  world  that  produces 
)arium,  excepting  Germany,  and  they  can  do  to  us  again  what  they 
lid  to  us  three  times  before — land  chemicals  at  so  far  below  our 
to.st  as  to  wipe  us  out  completely. 

You  may  not  know  that  Germany  is  systematically  ti-ying  to  de- 
press the  value  of  the  mark  as  low  as  possible — first,  because  it  pre- 
sents Grerman  imports ;  and  second,  because  it  cheapens  the  price 
to  foreigners  and  induces  them  to  buy. 

Furthermore,  you  may  not  know  that  if  you  pay  an  invoice  in 
Germany  for  goods  shipped  over  here,  you  pay  in  American  gold. 
The  exporter  or  the  manufacturer  does  not  get  that  money,  but  the 
German  Government  gets  it  all,  which  it  saves  to  pay  its  reparations 
and  indemnities.  But,  against  that  gold,  it  issues  paper  marks  to 
the  merchant  who  exported  the  goods,  and  thus  pyramids  its  money 
and  depresses  the  value  of  the  mark. 

As  regards  American  valuation,  if  we  are  going  to  have  it — and  I 
believe  it  will  work  out — let  us  have  it  entirely,  or  not  at  all.  You 
can  only  have  American  valuation  on  an  ad  valorem  duty,  for  it  does 
not  work  out  at  all  on  specific  duty.  Take  the  case  of  carbonate  of 
barium,  on  which  the  specific  duty  is  to  be  $20  per  ton.  It  does  not 
make  any  difference  whether  the  German  exporter  invoices  it  at  a 
mark  a  pound  or  a  thousand  marks  a  pound — the  duty  remains  $20 
per  ton. 

I  want  to  call  your  attention  to  the  chemical  known  as  so':Uum 
sulpliide,  because  it  is  a  mordant  used  with  many  aniline  colors  and 
is  a  direct  product  of  barium  mjanufacture.  Tlie  Fordney  bill  pro- 
vides $7.50  duty  for  crystal  sodium  sulphide  and  $15  a  ton  for 
•"^jclium  si^lplude , solid,  the  solid  being  twice  as  strong  as  the  crystals. 
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Now,  this  duty  is  totally  inadequate,  and  I  urge  you  as  strong 
I  can  for  the  original  duties  which  I  asked  for  in  flanuary,  whirl 
as  follows : 

Cents  peri 
Sodium  sulphide 

Barium  mrbonnte : i 

Barium   chloride . 

Barium   sulpliate    (urtiflcial) 1 

Barimu  sulphide 

Barium   nitrate 

Sodium  milphide  (orystnlR) 

Sodium  sulphide  (c«oiieentrate<l) 

Barium   peroxide 

Wltherite 

Other  barium  compounds,  such  as  barium  sulfocyanide,  Uiri 
cyanide,  barium  chlorate,  barium  chromate,  etc..  25  per  cent  ad 
lorem,  the  value  to  be  in  every  case  25  per  cent  of  the  Ameri 
value ;  or,  in  case  of  American  valuation,  there  should  be  a  flat  d 
on  all  barium  chemicals  and  barium  products  of  50  per  cent. 

The  Chairman.  The  Senate  will  meet  at  12  o'clock.  Senil 
want  to  be  on  the  floor  at  that  time.  The  committee  will  adjv 
now  until  half  past  2  this  afternoon,  when  these  hearings  will  bee 
tinued.  The  witnesses  are  excused,  and  the  room  will  be  cleared 
the  use  of  the  Treasury  experts. 

(Thereupon,  at  12  o'clock  m.,  a  I'ecess  was  taken  until  2.30  oVl 
p.  m.  of  the  same  day.) 

AFTER    RECESS. 

The  committee  reconvened  at  the  expiration  of  the  recess.  Seni 
McCumber  presiding. 

STATEMENT  OF  ME.   E.  IT.  DELAPENHA,  PEESIBEHT  Of  1 
BELAFENHA  &  CO.  (INC.),  IMFOETESS  AND  PACKEES  OFF! 
FEODUCTS,  17  FIEECE  STEEET,  NEW  YOEK  CITY. 

Senator  McCumber.  Mr.  Delapenha,  will  you  kindly  state  ro 
full  name,  your  residence,  and  your  business? 

Mr.  Delapenha.  Mv  name  is  R.  U.  Delapenha.  I  am  preside 
of  R.  V.  Delapenha  &'Co.  (Inc.),  17  Pierce  Street,  New  YorkO 

Senator  McCumber.  You  speak  on  paragraph  50,  do  you? 

Mr.  Delapenha.  I  do,  sir.  I  am  fuso  appearing  for  Mr.  G«r 
O'Hara,  of  La  Manna,  Azema  &  Farnan,  the  next  speaker.  His  wi 
took  sick  last  night,  and  he  was  unable  to  come  down.  I  have  a  M 
here,  Mr.  Chairman,  addressed  to  Senator  Penrose,  asking  that  I 
permitted  to  use  his  time,  if  necessary. 

The  tariflF  act  of  August  5,  1909,  provided  a  duty  of  40  cents j 
gallon  for  olive  oil  in  bulk,  and  50  cents  per  gallon  for  olive  oil 
packages  containing  less  than  5  gallons. 

The  tariff  act  of  October  3,  1913,  provided  a  duty  of  20  cents  f 
gallon  for  olive  oil  in  bulk,  and  30  cents  per  gallon  for  olive  oil 
packages  containing  less  than  5  gallons. 

The  present  or  emergency  tariff  provided  for  a  duty  of  40  cents  I 
gallon  for  olive  oil  in  bulk,  and  50  cents  per  gallon  for  olive  oil 
packages  containing  less  than  5  gallons. 
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^exLator  Smoot.  Are  you  an  importer  of  olive  oils  ? 

^I-r-.  Delafenha.  I  am  and  have  been  for  25  years,  sir. 

L'lio  new  proposed  rate  of  duty  will  be  for  oUve  oil  in  bulk,  about 

cexits  per  ^Uon,  and  in  1  gallon  cans  about  62  cents  per  gallon. 

Utl   Saturday,  July  9,  Mr.  Fordney,  on  page  3735  of  the  Congres- 

insil  Record,  said  in  his  speech  : 

iiit,  my  friends,  it  has  been  my  earnest  purpose,  and  will  continue  to  be  until 
»  t>ili  is  written  into  law,  to  see  to  it,  so  far  as  in  my  power,  that  no  pro- 
it  ive  rate  shall  be  written  into  the  law.  It  is  ray  purpose  also  to  see  that  the 
e«  are  sufficiently  high  to  offset  Ihe  difference  betw^een  the  cost  of  production 
til  is  country  and  the  cost  abroad. 

rVie  question  that  I  am  here  to  debate  is  the  cost  of  production  in 
is  country  and  and  the  cost  abroad.  I  have  already  appeared  before 
^  Ways  and  Means  Committee  and  protested  against  any  increase 

the  rate  of  duty  on  olive  oil.  To  do  so  will  permit  the  manufac- 
rers  of  substitutes  to  increase  their  prices  proportionately,  and  the 
nstuner  will  pay  the  price. 

A  g-reat  deal  has  been  said  about  protecting  the  olive  oil  industry  in 
alif  ornia  and  in  Arizona.  In  my  judgment,  if  the  present  proposed 
te  of  duty  becomes  law,  they  will  be  injured — ^not  benefited.  The 
al  benefit  will  accrue  to  the  distributors  of  Mazola  and  other  sub- 
itutes,  and  the  consumers  of  olive  oil  everywhere  in  this  country 
ill  be  forced  to  pay  the  higher  price  for  this  necessary  article  of 
x>d. 

Xo  matter  what  tax  is  finally  decided  upon,  the  differential  that  is 
roposed  between  olive  oil  imported  in  bulk  and  in  packages  con- 
lining  less  than  5  gallons,  and  which  is  about  12  cents  per  gallon, 
«^rin^  the  difference  between  the  price  of  olive  oil  in  bulk  and  *he 
rice  of  olive  oil  packed  in  a  1-gallon  can,  does  not  protect  the  Ameri- 
%n  manufacturer  of  olive  oil. 

Prior  to  1914  our  corporation,  who  have  been  importers  of  and 
ealers  in  olive  oil  for  25  years,  always  imported  their  olive  oil  in 
ontaiiiera  of  less  than  5  gallons. 

Just  prior  to  the  breaking  out  of  hostilities  we  had  completed  a 
lew  factory  4  miles  south  of  Poughkeepsie,  N.  Y.,  on  the  New  York 
J^entral  Kailroad,  with  our  own  dockage  facilities,  which  is  a  substan- 
ial  reinforced-concrete  building,  with  tiled  underground  tanks,  de- 
igned and  executed  by  French  engineers,  for  the  purpose  of  storing, 
"efining,  and  packing  olive  oil  in  containers  smaller  than  5  gallons  in 
he  United  States. 

Other  manufacturers,  notably  La  Manna,  Azema  &  Farnan,  of 
!few  York,  for  whom  I  am  appearing,  also  expended  substantial 
lums  of  money  in  a  similar  way. 

The  factories  have  been  functioning,  and  the  new  industry'  has  been 
Miilt  up  in  the  United  States,  employing  approximately  1,000  work- 
[>eople,  giving  to  our  can  and  glass  manufacturers  an  added  busi- 
fiess.  which  in  1919  amounted  to  nearly  $2,000,000,  and  with  the  exi^- 
?nce  of  these  factories  is  now  being  seriously  threatened,  owing  to 
the  fact  tJiat  labor  in  Europe  is  being  paid  prices  far  below  the 
American  standard  of  living,  and,  because  of  a  surplus  of  tinplate, 
("ans  are  being  made  for  one-fourth  the  price  in  Italy  and  in  France 
than  they  can  be  bought  for  in  tlie  United  States. 
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Now,  this  duty  is  t"t 
I  can  for  the  originrti  ': 
as  follows: 

Sodlxini   aulpWdP 

Ban«m  eorticmnte 

Barium   thloritle 

Bariuni    sulplmte    (uilU 

Barium  eulpWile 

Barium  nltratp - 

Sodium  sulpHlde  {f.ryM: 
SiHliuni  sulpUlile   (ii'im 

Biii'ltim  peroxide 

\Yltlierlte 

Other  barium  <oii' 
cyanide,  barium  clil' 
lorem,  the  value  to 
value;  or,  in  case  ol 
on  all  barium  clieiun 
The  Chaikman.    i 
■want  to  be  on  the  it- 
now  until  half  past  -^ 
tinned.    The  witm'B>' 
the  use  of  the  Treut-i. 
(Thereupon,  at  1-.; 
p.  m,  of  the  same  <l:i. 


The  committee  ri-'" 
McOumber  presiding' 

STATEMENT  OF  M' 
DELAPENHA  &  CC 
PEOBTTCTS,  17  PH 

Senator  McCumh' 
full  name,  your  rcsl' 

Mr.  Deiu^penha. 
of  E.  TJ.  DelapenlKi 

Senator  McCdmii 

Mr.  Delapenha. 
O'Hara.  of  LaMan 
took  sick  last  night, 
here.  Mr.  Chairm:* ' 
permitted  to  use  hi 

The  tariff  act  ol 
gallon  for  olive  oil 
packages  containi  1 1 ; 

The  tariff  act  ol' 
gallon  for  olive  oil 
packages  containii' 

I'he  present  or  f ' 
gallon  for  olive  oi'- 
packages  containii'' 


^  -  HEl'll-E. 


..k^.l  in  V 
ir.'ai>  art-  ; 


■-.inn  le>*  iHi"  W  . 
.-Urtiner:  ar..l  uin  ■ 


■  r-^r.-an  wafre;^  "' 


,  .-ompete  a^'; 
,rv  of  the  » 


ini'ii 


.  ,;-,  T.,.Mi''*re'"ti<n>^  «*!"' 

:i,f-fart.'«ndlamp'"^*' 

;,«  1  ..iecide.  . 

T.n.n  make  a  differvm  ■ 

;    ;:  ve  are  to  remain  m 

..rr^'a-'olmndcmvirri'-' 
r-Mr^ro-davf-rthj-'l-' 

^-  ,.fi.T  recess  that  1  «' - 

..    ,,  M«-«kini:  for  «  f^^ 

•■,nt.-m=ts  <•«■■'■'«>"■"'■    ■■ 
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il  iiiaiipe  an«l  lemon  peel,  crude  or  in 
;it  tlif  same  price  would  put  us  out  of 

(nuilied  or  otherwise  pi-epared  or  pre- 

■  \  s  :i  cents  per  [jound  on  tlie  other  page. 

I  crnir. 

■'vaiifre  or  lemon  peel  ? 

Vou  will  see  that  they  do  not  differen- 
■  the  duty  shall  be  2  cents  per  ponnd, 
'tiiii'  for  manufacturing  purposejj  here  or 
,1111)0  rted. 

■  ■Ill  add  after  the  words  "  in  brine," '2  cents 
!i<>i'wise  prepared  or  preserved,  -i  cents  per 

\<>w.  T  wish  to  call  to  the  committee's  atten- 
I   is  iioing  done  to  American  manufacturers 

■  i  lo  enjoy  a.  busineas  in  candied  or  glaced 

■  ]ieel  made  from  the  imported  products  and 
■■■r  on  the  American  standard  of  wages  and 
lo  say  nothing  of  the  interest  of  box  mami- 
1 1 u f acturers,  the  manufacturers  of  nails,  etc. 

■■•jv  peel  in  brine  has  always  been  on  the  free 

I  ;i.\cd.    To  put  a  2  cents  per  pound  tax  on  the 

'111  only  a  4  cents  tax  on  the  finished  article  will 

ircr  of  citroDj  lemon,  and  orange  peel  in  the 

isiiiess,  for  this  reason :  The  citrons,  which  are 

■  fruit,  and  with  which  you  are  all  familiar,  are 

(he  center.    They  are  immersed  in  this  saline 

ling  but  sea  water,  and  shipped  to  the  Tnited  ' 

1 1'  entry  that  citron  would  be  weighed.    In  the 

II  it  would  be  quite  impossible  to  get  the  water 

■  nrbed,  because  it  is  porous  and  will  absorb  the 

:  when  we  take  that  citron  to  our  factories,  drain 

iiLt  the  pulp,  which  is  of  no  value  to  anyone,  be- 

-alty,  it  is  thrown  away.    The  net  weight  of  the 

::ct  to  commence  our  operations  in  comparison 

!■  has  already  shrunk  20  per  cent.    So  that  you 

we  have  to  lose  that,  plus  paying  the  freight  on 

ulp  and  the  water,  i  c^nts  a  pound  will  be  quite 

■  re  of  the  difference  that  should  ordinarily  exist 

■tion. 

iiw  do  vou  tret  along  with  it  under  the  present 

)ng  at  all.     It  has  been  very 

getting  along. 

e.    We  pay  no  duty  whatever. 


rinef 
-cent  differential. 


J 
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Mr.  Delapenha.  I  am  not  quite  sure  what  the  tariff  is. 

Senator  Smoot.  It  says  here  "  orange  peel  or  lemon  peel^  presen*-: 
candied,  or  dried,  1  cent  per  pound." 

Mr.  Delapeniia.  On  citron  how  much  is  it? 

Senator  Smoot.  Two  cents  per  pound. 

Mr.  Delapenha.  Of  course,  citron  is  the  big  propositioiL  W<»  * 
100  pounds  of  citron  to  10  pounds  of  orange  or  lemon  peel. 

Senator  Smoot.  Of  course,  in  this  bill  they  give  you  the  strmir 
differential,  as  you  have  under  the  Underwood  bill,  with  free  citr  • 

Mr.  Delapenha.  Except  this,  that  where  we  get  free  citron  we  i  • 
not  paying  any  duty  on  water  or  on  freight.    Here  we  would  be. 

Senator  McLean.  Your  duty  on  the  raw  material  would  exceed  i: 
duty  on  the  finished  product  ? 

Mr.  Delapenha.  It  would,  sir.  Now,  that  is  a  plain  statement  ■ ' 
facts. 

Senator  Smoot.  What  would  be  the  difference? 

]^.  Delapxnxdl.  I  should  saj  that  if  the  committee  finds  it  oerr^ 
sary  for  revenue  purposes  at  this  time  to  put  a  duty  on  fruit  in  br;£r. 
that  the  differential  should  be  at  least  4  cents  per  pound. 

Senator  McCumbeb.  Then,  if  it  is  2  cents  in  the  first  inflUntt.  : 
should  be  6  cents  on  the  finished  article? 

Mr.  Delapenha.  Yes,  sir.  That  is  all,  gentlemen,  that  I  have  *^ 
say^  and  I  am  very  much  obliged  to  you  for  the  oppiurtnnitT  • : 
saymg  it. 

Senator  MoCumbeju.  The  next  witness  is  Mr.  Nathan  Mush^r 

STATEMENT  OF  UB.  NATHAN  KUSHEK,  PRESIDENT  OF  XUBBII 

&  CO.,  BALTIMOBE,  MD. 

Senator  Watson.  What  is  your  business,  Mr.  Musher? 

Mr.  MusHER.  Importers  and  packers  of  olive  oil. 

Senator  Watson.  How  much  do  you  import  in  a  year! 

Mr.  MusHBiL  We  are  importing  on  an  average. about  IjiMn.ti 
gallons  a  year. 

Senator  Watson.  Where  do  you  get  it  t 

Mr.  MusHEB.  We  get  a  great  deal  of  it  from  Spain  and  Italy,  t. 
depending  on  the  crop  conditions.  One  year  there  may  be  a  vif; 
^ood  crop  in  Italy  and  the  next  year  there  may  be  a  very  good  cnf 
in  Spain.  So  we  have  alternated,  following  always  the  Iw^  <:n ; 
every  year. 

Senator  Watson.  Do  you  use  any  American  olive  oil  ? 

Mr.  Musher.  No,  sir. 

Senator  Watson.  Is  there  none  made  in  America  that  oooU  '* 
used  in  competition  with  what  you  get  from  Spain  and  Italy! 

Mr.  MtJSHBR.  Olive  oil  in  California,  Senator,  is  a  hy-proil3  ' 
The  California  industry  is  dependent  entirely  on  the  paclung  of  li' 
ripe  olives.  About  $1,500,000  worth  of  olives  a  year  are  ptcW  ' 
California  as  against  only  200,000  gallons  of  olive  oil  made,  wL» 
is  made  from  the  olives  that  are  either  unfit  or  because  of  l»<"k  * 
canning  facilities  to  can  them  at  the  time  of  ripening.  So  it  A^es  r  ' 
really  compete.  Olive  oil  on  the  basis  of  7,500,000  gallons  impfrti 
tions  a  year  as  against  the  production  of  only  200.00<)  gallons  * 
California  does  not  compete. 
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Senator  Watson.  What  is  the  entire  American  supply? 
]VIr.  Mtjsher.  The  American  supply  is  limited  to  200,000  gallons  a 
ear- 
Senator  Watson.  What  is  the  consumption  ? 
^Ir.  MxrsHER.  About  7,500,000  gallons  a  year.    We  have  a  plant 
ti    San  Diego  packing  sardines  and  tuna  fish.     We  find  that  the 
-"California  olive  oil  by  character  contains  about  7  to  10  per  cent  of 
ree  fatty  acid,  and  we  can  not  even  use  California  olive  oil  to  advan- 
;\*]^e  in  the  packing  of  sardines.    That  is  not  because  it  is  not  a  good 
>  i  1 .     It  may  be  made  much  better  than  it  is  if  it  was  a  direct  issue.    As 
t  stands  to-day  it  is  only  a  side  issue,  as  I  said  before,  and  the  public 
[prefer  sardines  and  tuna  fish  packed  in  cotton  seed  to  that  packed 
n  California  olive  oil. 

We  originally  put  up  our  plant  in  California  in  order  to  develop 
the  sardine-packing  industry  by  using  the  highest  quality  of  olive 
.TiK  such  as  they  use  abroad,  and  during  the  war  we  had  to  come  to  a 
standstill. 

Senator  Smoot.  Are  you  protesting  against  this  rate  of  6^  cents  per 
pound? 

Air.  MusHER.  No ;  I  am  not.  I  am  in  a  rather  peculiar  position.  I 
do  not  want  to  ask  for  an)rthing  unreasonable  in  the  way  of  a  reduc- 
tion in  the  schedule  that  the  House  reported.  They  reported  a 
rate  of  6^  cents  in  bulk  and  7^  cents  in  packages.  I  would  suggest 
5  J  cents  per  pound  in  bulk,  which  would  mean  about  40  cents  a 
gallon,  and  which  would  put  it  back  to  the  rates  in  the  original  old 
Payne-Aldrich  tariff  bill,  and  along  with  that  maybe  7^  cents  the 
package  goods;  but  specify  in  the  bill  that  the  duty  shall  be  paid 
on  tins  and  cases  on  the  gross  weight,  so  as  to  give  protection  to  the 
can  men  who  manufacture  the  cans  and  to  the  case  men  and  to  the 
labor  that  goes  in  it. 

Senator  Smoot.  The  previous  witness  wanted  1^  cents  differential. 
Why  do  you  ask  for  more  than  that  ? 

Mr.  MusHER.  One  and  a  half  cents  is  not  sufficient. 
Senator  Smoot.  You  want  more  ? 

Mr.  MusHER.  Two  and  a  quarter  cents  would  just  about  make  it 
right,  because  it  is  not  only  the  protection  on  the  package ;  it  is  also 
to  bring  the  industry  here  from  the  standpoint  of  the  merchant's 
profit  on  buying  bulk  oil.  There  is  a  merchant's  profit  that  goes 
along  with  the  buying  of  bulk  oil  that  the  merchant  gets.  If  we 
should  permit  the  package  goods  to  come  in,  which  would  make  it 
possible  for  the  packing  to  go  on  on  the  other  side,  then  the  mer- 
<*hant's  profit  likewise  goes  on  the  other  side. 

We  have  the  largest  investment.  Probably  our  investment  is  more 
than  the  combined  investments  of  all  the  other  plants.  We  have 
$1,000,000  at  least  in  plant  and  equipment  in  Baltimore.  We  have  a 
storage  capacity  of  1,500,000  gallons  of  olive  oil  in  glass-lined  tanks. 
If  we  do  not  get  a  sufficient  differential,  our  volume  of  business  will 
be  such  that  our  overhead  will  eat  us  up  because  we  must  be  in  a 
position  to  do  a  large  business  in  order  to  bring  our  ovei'head  to  any 
Kind  of  a  fair  figure. 
Senator  Watson.  Wliat  do  vou  say  it  ought  to  be  ? 
Mr.  MusHER.  It  ought  to  be.  Senator,  6J  cents  on  bulk  and  7^ 
^ents  on  packages. 
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Senator  Watson.  This  reads,  "Olive  oil,  not  specially  |>n». 
for,  6^  cents  per  pound."  . 

Mr.  MusHER.  Chanf»e  that  to  o\  cents  per  pound. 

Senator  Watson.  ''Olive  oil,  weighing  with  the  imme<liaCi-  ■ 
tainer,  less  than  44  pounds.  7^  cents  per  pound  on  contents  anii  .-■• 
tainer."    Are  you  not  satisfied  with  that  ? 

Mr.  MusHER.  I  am  not  satisfied.     Where  you  have  C>i  cents  I  wo- . 
suorgest  that  vou  insert  5J  cents. 

Senator  '\\'atson.  What  about  that  other  item  i 

Mr.  MusHER.  I  would  let  the  7^  cents  stand  as  it  is.     Tliat     -• 
widens  the  diiFerential. 

Senator  Watson.  Are  those  containers  tin? 

Mr.  Mfsher.  Those  containers  are  tin. 

Senator  Watson.  In  a  44-pound  can  how  much  is  oil  antl  :  - 
much  is  tin  ? 

Mr.  MusHER.  The  tin  will  vary  with  the  oil.     The  larger  i\w  •  r. 
tainer  the  less  tin  per  so  many  pounds  of  olive  oil. 

I  would  also  recommend  that  the  case  be  included  in  the  -i  .t 
because  the  box  manufacturer  and  the  people  who  make  tht^e  « .>i* 
are  also  entitled  to  protection.  The  ohve-oil  intlustry  is  just  iii  t- 
infancy  here.  We  can  deliver  much  better  goods.  When  It:-: 
started  in  the  olive-oil  business  I  bi'oupht  over  my  goods  in  pa  n* 
ages  from  the  other  side,  and  the  thing  that  prompted  me  to  s^t  a' 
packing  on  this  side^  when  the  American  Can  Co.  was  not  eijuipi*  ' » • 
make  tins,  was  because  I  could  not  stand  by  the  quality  of  goods  ihi; 
came  over  from  the  other  side.  Every  shipment  was  of  a  difff.->-« 
qualitv.  I  could  not  get  into  every  tin  and  examine  it.  I  («»«.:.* 
also  tlie  goods  were  not  always  clean.  We  used  to  find  a  fly  <»r  i 
mosquito  or  something  of  that  kind  coming  over  in  the  tins.  n.  I 
immediately  got  busy  on  the  packing  of  olive  oil  on  this  side,  an  i  I 
am  probably  the  fatlier  of  the  packing  of  olive  oil. 

Senator  WaTvSOn.  Did  you  throw  away  that  olive  oil  in  whi«  h  \"J 
found  the  flies  and  mosquitoes? 

Mr.  MusHER.  Those  cans  that  we  were  fortunate  enough  toopi'D*' 
did. 

Senator  Watson.  I  thought  you  skimmed  them  off. 

Mr.  MusHER.  Well,  the  flies  were  entitled  to  some  me<ii(^meni. 

The  use  of  olive  oil  has  grown  immensely  with  the  .Vmerican  |wN 
lie.    A  friend  remarked  to  me  the  other  aay  that  whereas  I  oiii   f 
every  25  used  to  order  a  salad,  to-day  you  will  find  that  7  out  ■  f 
every  10  will  order  a  salad.     Salads  have  come  to  tlie  fi-onl  wnn-i*' 
fully.     The  public  not  only  use  olive  oil  for  salads,  but  they  are  eM.r  J 
more  raw  vegetables,  such  as  tomatoes  and  things  of  that  5*)ri.    I'» 
giving   California    the  ne  essary   protection,   which  I   l)eneie  y 
will  give  when  you  allow  5J  cents  per  pound  on  the  bulk  oil.  it  * 
bring  it  to  about  40  cents,  exactly  where  you  had  it  Wfore,  an«l  • " 
sidering  that  only  20(),0<X)  gallons  of  olive  oil  are  pi'Oiluied  in  it- 
fornia  as  against  7,500,(K)0  gallons  imported,  the  protection  of  ar-t 
40  cents  per  gallon  would  be,  in  my  judgment,  very  sufficient. 

Senator  Watson.  According  to  the  Tariff  Commission,  tlw  .' 
ports  in  1907  were  1,847,702  gallons;  in  1918  166,115  gallons. 

Air.  MrsHER.  That  was  because  of  the  embargo. 

Senator  Watson.  What  was  the  amount  last  vear? 
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^Fr.  MrsHER.  Last  year  it  was  approximately  8,000,000  gallons 
^^t,   "«ve  brought  over.     Year  before  last  was  the  biggest  year.     Tak- 
12:    t:lie  average  since  1916,  you  will  find  3,000,000  gallons  imported 
against  778,000  gallons  made  in  California,  of  all  kinds.    A 
•eat   deal  of  that  778,000  gallons  was  really  not  considered  edible. 
V  -        It  is  more  or  less  what  we  call  foot  oil.     So  that  the  California 
:*oj>le,  I  do  not  believe,  can  reasonably  expect  any  protection  be- 
on  d   5^  cents  per  pound,  and  the  differential  between  that  and  7:^ 
»nts    per  pound  will  mean  that  the  olive  oil  manufacturei-s  and 
ackers  on  this  side  will  be  able  to  continue  their  plants. 
^*?nator  McLean.  What  does  it  cost  you  per  pound? 
Air-.  MusHER.  Bulk  oil? 
Senator  McLeax.  Oil  ready  for  the  market. 

All*.  MrsHER.  We  have  had  so  many  diffe^nt  prices  on  the  bulk 
>il  tHat  I  am  going  to  give  you  an  ansWer  first  on  the  cost  of  produc- 
ion.      In  the  year  1920  our  volume  was  not  so  large  and  it  cost  us  80 
•ents  per  gallon  for  tins,  cases,  labor,  etc.     In  the  year  1919  our  vol- 
aTne  was  larger  and  it  cost  us  only  around  70  cents  per  gallon. 
Senator  McLean.  How  many  pounds  to  the  gallon? 
>Ir.  MrsHER.  Seven  and  a  half  pounds  we  consider  a  gallon.     So 
that  the  volume  is  a  very  important  factor,  and  if  you  are  going  to 
l'>ermit  us  to  go  on  with  this  industry  we  can  increase  our  volume  and 
thereby  be  able  to  deliver  better  goods  for  less  money. 

Senator  McLean.  It  costs  you  to  prepare  for  the  market  about  80 
cents  a  gallon  ? 

Mr.  Musher.  Eighty  cents  a  gallon,  averaging  all  sizes;  half  pints, 
pints,  quarts,  half  gallons,  and  gallons. 

Senator  McLean.  It  costs  the  consumer  about  a  dollar  a  pint  ? 

Mr.  Musher.  We  had  before  the  war  a  fixed  price  on  our  tins.    We 

had  a  price  of  $4  a  gallon  printed  on  the  gallon  tins,  $2  a  gallon  on  the 

half-gallon  tins,  $1  on  the  quart  tins,  50  cents  on  the  pint  tins,  and 

25  cents  on  the  half -pint  tins.     I  took  the  stand  that  the  consumer 

who  has  onlj  enough  facility  for  one  half  pint  of  olive  oil  should 

not  be  penalized,  and  therefore  had  the  prices  on  the  packages.    But 

since  the  war  came  on  it  was  impossible  to  reflate  in  any  way  a 

reasonable  reselling  price  to  the  consumer.    It  is  to  our  interest  to 

keep  the  price  to  the  consumer  as  low  as  we  can  so  as  to  enable  us  to 

do  a  larger  volume  of  business,  because  it  is  not  the  percentage  of 

profit  that  counts  with  the  packer.    We  turn  out  about  $3,000,000 

worth  of  olive  oil  a  year,  and  we  are  only  interested  in  how  many 

dollars  we  have  made  at  the  end  of  the  year.     So  that  with  a  larger 

volume  we  can  necessarily  get  along  with  a  much  lower  percentage  of 

profit.    But  it  means  more  value  at  the  end  of  the  year.     So  we  must 

ask  for  a  differential  of  not  less  than  2J  cents. 

STATEMENT  OF  ME.  WALTEE  W.  VICK,  25  BEGAD  STEEET,  NEW 
YOBK  CITY,  EEPEESENTING  THE  OLIVE  OIL  ASSOCIATION  OF 
AHEEICA. 

Senator  McCumber.  Mr.  Vick,  where  is  your  residence,  please? 
Mr.  Vick.  Twenty -five  Broad  Street,  Xew  York  City. 
Senator  McCumber.  What  is  your  business  ? 
Mr.  Vick.  I  am  the  acting  secretary  of  the  Olive  Oil  Association 
of  America  and  its  representatives. 
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Senator  McCumbeb.  And  you  speak  to  paragraph  50  also  ? 

Mr.  ViCK.  Yes,  sir;  on  behalf  of  the  Olive  Oil  Asaocimtiai    ■ 
America.    The  Olive  Oil  Association  of  America,  an  assDciatifC    ■ 
merchants  and  manufacturers  organized  in  order  to  foster  tht 
terests  of  the  olive  oil  trade,  and  having  their  oflSce  at  17  Jay  Sr>^ 
in  the  city  of  New  York,  respectfully  present  the  following  *f at  t« 

Senator  McCumber.  Are  you  importers? 

Mr.  ViCK.  Yes,  sir ;  and  manufacturers ;  that  is,  manuf actun  r-   • 
olive  oil  coming  in  in  bulk  and  placing  it  in  tins  and  bottles  ic  t- 
country. 

Senator  Smoot.  Are  you  satisfied  with  the  6^  cents  per  pound  • 

Mr.  ViCK.  The  association  is  not. 

Senator  Smoot.  What  do  you  want? 

Mr.  ViCK.  The  association  recommends  a  duty  of  20  cents  per  j. 
Ion  in  bulk,  and  a  differential  of  10  cents. 

Senator  Watson.  How  much  is  that  a  pound  ? 

Mr.  VicK.  The  official  figures,  Senator  Watson,  are  7.61  poiUKi«  ;•" 
gallon. 

Senator  Smoot.  That  would  be  less  than  3  cents  per  pound  ? 

Mr.  VioK.  Yes,  sir.  The  value  of  olive  oil  has  not  only  r^»<i-. 
abnormal  proportions  from  war  conditions,  but  with  the  exchir^ 
greatly  in  favor  of  the  purchasers  prices  have  advanced  to  a  p-.: 
causing  an  alarming  decrease,  and  in  consequence  seriously  jei>|«'^: 
izing  a  very  large  investment  of  American  capital  shoulti  ttr* 
values  be  maintained.  In  illustration  of  this  point  your  attentiot  .- 
respectfully  called  to  the  following  import  figures : 

United  States  imports  of  olive  oil. 


Fiscal  year :  Gallons. 

1910-11 4,405,827 

1911-12 ' 4,836,515 

1912-13 5, 221. 001 

1913-14 . 6,  217,  500 

1914-15 6,710,957 

1915-16 7,224,431 

1916-17 7,583,149 


riscalyear:  ^'•'  " 

1917-18 2.SR-- 

1918-19 4.2<1' 

1919-20       (owinj;       to 
shortage  of   the   two 

previous  years) a.^*''* 

1920  (first  nine  months 
of  calendar  ye«r>-«-  a,24i««» 


Senator  Smoot.  That  includes  all  ? 

Mr.  VicK.  That  is  the  bulk  and  the  package  both.  Senator  Stunt* 

Senator  Smoot.  Is  that  all  edible  oil  ? 

Mr.  ViOK.  Yes,  sir;  that  is  all  edible  oil.  Those  are  the  ofciA 
figures. 

Senator  Watson.  Why  do  you  importers  ask  for  any  tariff  imi  n* 
It  is  all  imported. 

Mr.  VicK.  Why  do  we  ask  for  any  tariff  ? 

Senator  Watson.  Yes.  Why  do  yoti  not  want  an  aheoliite  few 
trad€? 

Mr.  VioK.  We  do  ask  for  that,  but  we  believe  for  revenue  m^^^ 
and  fiscal  reasons  that  you  gentlemen  will  see  fit  to  place  a  dvtr  <  * 
it  of  some  character,  and,  uierefore,  the  association,  which  v  c^c 
posed  of  90  members 

Senator  Watson.  We  want  to  put  a  duty  on  it  that  will  hntf  ti* 
most  revenue  because  it  is  noncompetitive.  Would  not  Uw  rat»  thi? 
Mr,  Musher  proposed  here  bring  a  mater  revenue  wHfaoirt  ot^ 
fering  at  all  with  the  quantity  of  oil  imported  t 
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Mr.  ViCK.  From  that  angle  it  would  simply  mean  this,  that  the 
&cistl  figures  of  the  Tariff  Commission  show  that  in  the  banner 
»ar  of  1916  of  American  production  the  production  amounted  to 
ily  about  2  per  cent  of  tne  consumption  of  the  country.  That 
mply  means  that  you  are  going  to  overtax  and  practically  place 
Lmost  a  prohibitive  tax  on  the  consumer  on  a  98  per  cent  consump- 
on  in  order  to  protect  our  less  than  2  per  cent  production. 
Senator  Watson.  You  did  not  get  my  question. 
(At  this  point  the  committee  took  a  brief  informal  recess,  at  the 
inclusion  of  which  the  committee  reassembled  and  the  following 
roceedings  took  place :) 
Senator  McCumber.  Mr.  Vick,  you  may  proceed  now. 
]Vrr.  Vick.  Mr.  Chairman,  Senator  Watson  just  at  the  time  the 
>rieff  recess  was  takien  asked  a  question  concernithg  the  importations — ^ 
f  the  proposed  rate  of  duty  was  continued  in  tl\is  present  tariff  bill  ? 
)ur  reply  to  that  is  simply  that  the  act  of  October  3.  1913,  called 
or  20  cents  per  gallon.  The  rate  that  we  suggest  of  about  3  cents 
>er  pound  would  mean,  approximately,  22  cents  a  gallon,  or  an  in- 
Tease  of  slightly  over  10  per  cent  over  the  act  of  1913.  The  pres- 
nt  proposed  duty  really  represents  considerably  more  than  200  per 
^ent  increase  over  the  act  of  1913.  In  my  judgment,  a  tariff  of 
J1.83  per  gallon  will  yield  the  Government  a  greater  revenue  than 
he  proposed  tax  of  6^  cents  per  pound,  or  50  cents  per  gallon,  be- 
cause of  the  increased  quantities  that  would  be  imported  without 
njiiring  in  any  way  any  domestic  production. 

I  was  trying  to  reply  to  your  query,  Senator  Watson,  in  regard  to 
:he  duty  just  before  you  came  in. 

Senator  Watson.  How  did  you  make  out  at  it  ? 

Mr.  VicBL  In  our  judgment,  we  believe  that  the  increase  in  im- 
portations on  an  increase  of  10  per  cent  over  the  1913  act  would 
give  the  Government  a  greater  revenue  than  the  proposed  tax  of  6^ 
L-ents  per  pound. 

Senator  McT-«ean.  You  import  the  oil  ready  for  the  consumer? 

Mr.  Vick.  No,  sir.  This  is  an  association,  Senator,  composed 
both  of  importers  who  bring  the  olive  oil  in  in  bulk  and  have  a 
very  large  investment  for  packing  it  here,  and  alao  importers  who 
bring  it  in  in  packages  in  glass  and  tin.  The  association  is  com- 
posed of  both  types  of  importers. 

Senator  McL^k.  Well,  is  it  not  imported  in  the  bottles  ready  for 
consumption  ? 

Mr.  VICK.  Yes,  sir;  and  in  tins  also  ready  for  consumption.  We 
have  among  our  membership  that  type  of  importer. 

Prior  to  August,  1914,  olive  oil  as  a  strictly  American  industry  was 
limited  to  a  few  houses  packing  olive  oil  in  cans  and  bottles  on  this 
side  of  the  water  in  a  very  primitive  way  instead  of  in  the  countries 
of  origin.  •  Covering  the  period  from  August,  1914,  to  December,  1919, 
importers  here  found  it  necessary  to  erect  plants  and  install  expensive 
ftnd  delicate  machinerv  for  refining  and  packing  the  product  in  va- 
rious sizes  from  5-galion  tins  to  one-sixteenth  gallon  tins,  and  in  a 
large  variety  of  sizes  of  glass  bottles. 

Prior  to  August,  1914,  only  about  one-third  of  the  olive  oil  was  im- 
ported in  bulk  (that  is  packed  in  large  barrels  or  casks)  whereas 
^e  close  of  the  year  1919  found  this  condition  so  changed  as  to 


1082  TARIFF CHEMICAL  SCHEDULE. 

show  seven-eightlis  of  the  total  imix)rtation  of  olive  oil  reached  the 
United  States  in  bulk. 

The  development  of  the  industry  is  clearly  indicated  bv  figuref 
available  from  the  American  Can  Co.,  of  New  York,  manulaoturing 
lithographed  tins  for  olive  oil.  In  1916  they  manufactured  ovij 
118,350  olive  oil  tins,  while  in  1919  these  figures  reached  the  im- 
pressive total  of  1,189,000  olive  oil  cans  for  these  same  purposci 
Similar  reports  can  be  obtained  from  other  can  manufacturers  ud 
would  show  equally  substantial  increases,  and  we  refer  to  these  i 
little  later.  The  allied  trades  have  also  been  greatly  benefited 
Glass  manufacturers  have  had  to  add  to  their  line  the  forms  lod 
shapes  of  olive  oil  bottles  purchased  from  Europe  prior  to  1911. 
This  extended  the  operations  to  a  field  formerly  unfaiown  to  tbem 
and  proved  of  very  considerable  benefit  from  the  standpoint  of  en- 
ployment,  production,  and  profit.  Manufacturers  of  wooden  ciss 
in  which  the  final  product  is  packed  for  shipment  in  interstate  cob- 
merce,  as  well  as  manufacturers  of  labels,  caps,  and  corks,  have  ai» 
been  similarly  benefited. 

The  passage  of  the  emergency  tariff,  increasing  the  duty  on  olii« 
oil  100  per  cent,  not  only  placed  the  industry  in  serious  jeopardy  as 
such  and  added  further  burdens  to  the  ultimate  consumer,  but  further 
played  into  the  hands  of  those  promoting  substitutes.  The  proposed 
duty  in  H.  R.  745G,  paragraph  50,  namely,  6^  cents  per  poond 
on  packages  weighing  over  44  pounds  and  7 J  cents  i^er  pound  oi 
packages  weighing  less  than  44  pounds,  weight  of  container  ifr 
eluded,  practically  means  an  increase  of  200  per  cent  over  the  tarif 
provided  under  the  act  of  October  3,  1913,  and  the  facts  related 
therein  we  believe  will  convince  vour  committee  as  not  onlv  un- 
justified  from  any  angle  of  approach,  but  without  reason  or  defense 
of  any  sort. 

Olive  oil  is  a  food,  not  a  luxury.  Its  therapeutic  value  l«  l^ 
knowledged.  Leading  physicians  prescribe  it  for  the  baby's  fini 
bath  and  continue  its  use  throughout  the  string  of  life.  Its  nutritive 
value  as  a  fact  is  so  well  known  as  to  need  no  comment. 

The  importation  of  olive  oil  in  the  United  States  in  no  way  inter- 
feres with  domestic  olive  oil  or  the  development  of  that  indu^tir. 
As  far  as  we  know  it  is  only  produced  in  the  States  of  Califomtt 
and  Arizona,  and  the  production  in  either  or  both  of  these  States  is 
not  sufficient  for  the  use  of  their  own  population,  judgin<r  fromtk 
purchase  of  iini)orted  olive  oil  they  consume.  Reference  to  pajre  IS 
of  the  Summary  of  Tariff  Information,  1920,  will  show  that  tke 
domestic  production  for  the  banner  year  of  1916  amounted  to  onlj 
about  2  per  cent  of  the  olive-oil  consumption  of  this  country.  The 
production  from  September  80,  1919.  to  September  30.  19*20.  wis 
only  about  oue-thircl  of  ])roduction  for  the  year  1916.  In  onfer. 
therefore,  to  provide  ]:)rotoction  for  an  industry  that  produces  this 
small  amount  of  olive  oil  it  is  proposed  to  place  almost  a  pn)hibin^ 
tariff  against  its  imj^jortation.  The  effect  of  this  proposed  prohibiti^ 
tax  would  he  felt  in  every  home  in  the  country  where  the  use  of 
olive  oil  long  ago  became  a  necessity. 

The  question  of  protection  we  do  not  think  can  be  seriously  foo- 
sidered  with  relation  to  olive  oil,  for  the  reason,  first,  that  ^^^^^ 
the  olives  grown  in  the  States  of  California  and  Arizona  were  uarf 
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no  other  purpose  than  the  pressing  of  olive  oil  it  would  only 
o\int  to  about  10  per  cent  of  the  quantity  needed  for  consumption 

f>\ir  people,  and,  second,  it  takes  15  years  before  new  proves 
iited  now  will  be  in  bearing  and  30  years  before  they  will  be  in  full 
ti-in^.  Certainly  under  no  conditions  can  we  justify  taxing  our 
>]>le  many  years  in  advance  of  the  possibility  of  home  production 
jA-iiling  any  considerable  proportion  of  the  demands  for  this  com- 
ility. 

rUo  Olive  Oil  Association  of  America  might  understand  the  in- 
case in  the  emergency  tariff  and  the  proposed  further  increase  as 
>vicled  in  H.  R,  7456  if  the  domestic  production  was  6,000,000  or 
K)(>,O()0  gallons  of  olive  oil  a  year  and  the  competition  with  im- 
rte<l  olive  oil  was  so  severe  that  it  could  not  be  met  without  loss, 
ich  is  not  the  case,  however,  and  any  contention  that  olive  oil 
f)uld  be  considered  as  an  article  of  luxury  appears  ridiculous  in 
e  face  of  the  fact  that  it  is  one  of  the  oldest  known  food  products  of 
e  world,  and  a  large  percentage  of  our  people  have  been  accus- 
riied  since  infancy  to  use  olive  oil  as  an  indispensable  article  of 
lily  diet.  It  is  safe  to  state,  without  fear  of  contradiction,  that  the 
ilk  of  the  olive  oil  consumed  in  the  United  States  is  used  bv  those 
^ople  who  have  always  been  accustomed  to  its  use  as  a  food. 
The  published  reports  of  the  production  of  olive  oil  in  the  T'nited 
:ates  is  given  for  the  following  years : 

roduction  of  oUve  oil  in  tlie  United  States :  Gallons. 

1916 193,453 

1917 127,614 

1918- _     _  _     .         _       81,900 

1920  (Sept.'30,T9T97to  Sept,'s6~1926)l-.-22.-l"-l-lll""-^ll-l    65,600 

To-day  there  is  invested  in  plants  packing  olive  oil  in  cans  and 
ottles,  imported  from  various  countries  of  production,  an  amount 
pproximating  $2,500,000.  These  plants  are  operated  under  Ameri- 
in  conditions  and  paving  American  scale  of  labor.  In  addition  to 
tie  direct  opjerative  value  of  these  plants  as  American  manufacturers, 
;  is  interesting  to  note  the  figures  compiled  from  three  can  manufac- 
arers  who  manufactured  olive-oil  cans  covering  the  years  1916  to 
919,  inclusive : 


Year. 

Quantity  of 
cans 

Valae. 

>lfi....                      .                           ,                   

10,187.726 
11,94»,832 

5, 109, 7S6 
16.  T.'jg,  092 

S,  l;«,460 

S'^SO,  493. 66 

»i7 !!!*  '!!.!!.!![!!!!"!!!""*!*.!!! "!'!.!.!  ....!! 

650,217.16 

>^^... 

367, 882. 2S 

H9....;'"  *;*";■;;;;;■; !"!*."!.'.*.'.!"  *.'.'.".... 

1,1?«,  481.60 

w^ .'.....v. ;!!!!!' !!!!"!! ! 

77,200.05 

* ^. - 

We  might  add  further  that  estimated  figures  for  the  same  period 
overing  cases,  bottles  used,  corks,  labels,  and  caps  would  be  $500,000. 

We  believe  your  committee  is  searching  for  the  truth  and  that  it 
i^  your  purpose  to  provide  revenue  and  protection  to  American  indus- 
try with  the  vision  of  the  entire  country  before  you. 

We  protest  that  there  should  be  any  duty  on  olive  oil  under  the 
t*^i.sting  conditions.  It  would  be  one  of  the  most  beneficent  acts  of 
<^ur  (lovernment  to  permit  olive  oil  to  enter  the  United  States  free, 
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SO  that  all  of  our  people  would  be  benefited  by  the  increftieii 
sumption  bound  to  lollow  the  reduction  in  price. 

We  well  understand,  however,  that  for  fiscal  reasons  of  r-- 
it  becomes  necessary  to  tax  certain  pix)ducts,  but  assure<lly  a  :i»'-  ■■ 
per  gallon  tax  on  bulk  olive  oil  and  30  cent?  per  ^llon  in  !•»>•  * 
5-pallon  containers  should  be  sufficient  for  all  purposes. 

Senator  McCumber.  Is  Conp^ressman  C.  L.  Knicrht  pre!!4»D: " 
not,  we  will  call  on  Mr.  F.  W.  Boyer. 

STATEMENT  OF  ME.  F.  W.  BOTES,  OF  WADSWO&TH,  OHi; 
MANAGEB-TEEASVEEB,  THE  WASSWOETH  BALI  00. 

Mr.  BoTER.  Mr.  Chairman  and  gentlemen  of  the  committee.  I  c 
wish  to  take  a  few  minutes  of  your  valuable  time  in  the  matter  • 
tariif  on  salt.  It  was  the  judgment  of  the  House  in  passing  ih^ 
which  you  have  now  under  consideration  that  salt  should  be  rML-- 
from  the  free  list  and  that  it  should  pay  a  dtity  on  fntun*  in  :■  - 
similar  to  or  jiractically  the  same  as  that  under  the  Pavne-Ai- 
Act. 

There  are  certain  matters  which  should  have  your  coa^i«ltT  • 
such  as  the  conditions  that  exist  to-day  compared  to  th<i&<e  that  t\.-: 
at  the  time  of  the  Payne-Aldrich  Act,  as  a  result  of  which  we  frr*.  t 
in  plain,  common,  ordinary,  everyday  sense  the  rate  should  be  hir*  * 
For  example,  the  matter  of  transportation,  which  is  a  hea^T  iic-:- 
expense  entering  into  the  marketing  of  salt:  Take  the  plant>  !•■-- 
in  the  central  freight  territory  or  the  Detix)it  River  territorv.    I  • 
the  Cleveland- Akron  district,  for  example.     Their  rate  oi  fr>tj 
under  the  Payne-Aldrich  Act  was  16  cents  a  hundredweight,  or  *^  - 
per  ton,  to  New  York,  lighterage  free.     That  rate  to-daj.  :r:  * 
judgment  of  the  Interstate  Commerce  Commission,  is  $6.70:  i^. » 
judgment  of  Congress  an  additional  20  cents  as  a  war  tax,  mik'. 
a  total  freight  cliarge  of  $6.90  per  ton. 

By  the  action  of  the  House  yesterday  we  are  led  to  believe  that  •*- 
20  cents  as  a  war  tax  will  be  removed  in  the  future.  The  int^  ca  ^ ' 
from  Hamburg,  Germany,  f .  o.  b.  docks,  New  York,  is  not  ovtr  ^ 
and  we  have  c[uotations  as  low  as  $2.50. 

The  proposition  which  has  arisen  since  the  House  passe<l  tlu:  • 
is  set  forth  in  a  letter  from  one  of  the  members  of  the  (termar  - 
syndicate,  under  date  of  July  21,  wherebv  a  German  salt  mu 
proposes  to  an  American  salt  maker  to  deliver  tlieir  product  »t  •* 
ports  alonjr  our  Atlantic  coast,  we  to  designate  the  names  «»f  " 
ports,  starting  with  Boston  and  going  as  far  south  as  Savanaar..  «• 
practically  the  cost  of  transportation  froiji  the  central  terrii«>n  *• 
these  ports  along  our  Atlantic  coast. 

Our  cost  in  a  recent  competitive  bid  to  the  Xavy  Department   ' 
hundred-pound  bag,  which  we  were  awarded  through  another  ri"" 
was  79^  cents  per  bag.    The  quotations  here — and  this  letter  i<  -" " 
mitted  for  your  consideration — would  deliver  that  salt  in  New  \''- 
at  40.68  cents  per  100-pound  bag.     The  market  piiv^e  on  tluf  "^^ 
before  this  competitive  bid  to  the  Navy  Department  was  W  •*'•• 
The  price  to-day  is  83  cents.    So  you  see  that  the  Germu  ib*^'' 
by  quoting  a  price  to  an  American  maker  asks  us  to  pmctiotllT  ^ 
in  collusion  with  him  to  the  detriment  of  American  labor  and  Am  " 
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L     institutions,  such  as  our  transportation  system,  to  deliver  Ger- 

n    salt  at  our  Atlantic  coast  ports  and  simply  exclude  American 

t. 

>^nator  Smoot.  What  was  the  difference  between  the  German  price 

1    the  American  price? 

Vfr.  BoYER.  Senator,  here  is  the  letter  from  the  German  firm. 

Senator  Smoot.  You  just  stated  the  price.     The  American  salt 

.i^^ered  in  New  York  was  how  much? 

Mr.  BoYER.  On  this  one  grade  it  was  40.68  cents  per  100-pound  bag. 

I  e   prices  in  the  letter  from  Berlin,  figured  out  in  English  sterling, 

►Aild  run  as  follows :  Grade  0,  f .  o.  b.  Hamburg,  in  bulk;  22/6  per 

a  O  kilos,  $4.1245 ;  grade  1,  f.  o.  b.  Hamburg,  in  bulk,  20/6  per  1,016 

OS,  $3.7595;  grade  5,  screened,  f.  o.  b.  Hamburg,  in  bulk,  23/6  per 

>1G  kilos,  $4,307;  grade  A  table  salt,  f.  o.  b.  Hamburg,  in  bulk, 

'  G  per  1,016  kilos,  $4.4395. 

Tlien  the  cost  of  bagging  it  is  $1.46,  and  this  is  not  a  short  ton 
it  a  long  ton,  1,016  kilos.  You  would  get  22  100-pound  bags  to  a 
n.  Then  the  freight  is  $3 — I  suppose  you  could  have  it  m  car- 
ies as  low  as  $2.50— which  makes  the  price  to  us  $8.94. 
Senator  Dillingham.  How  does  the  price  from  Germany  compare 
ith  your  price? 

Senator  Smoot.  How  much  is  that  price? 
Mr.  BoYER.  $0.4068  per  bag ;  practically  41  cents. 

Senator  Smoot.  Per  bag? 

Mr.  BoYER.  Per  100-pound  bag.  That  is  coming  in  duty  free, 
he  House  proposes  to  put  on  a  duty  of  11  cents. 

Senator  Smoot.  That  would  be  $8.15  per  ton. 

Air.  BoYER.  We  feel  that  duty  should  be  at  least  100  per  cent  higher 
n  account  of  conditions  to-day  than  under  the  Payne-Aldrich  Act. 
'ransportation  is  higher  and  labor  is  higher. 

Senator  Smoot.  What  would  your  salt  cost  delivered  to  the  point 
rhere  the  German  delivers  his  at  $8.15  a  ton? 

Mr.  BoYER.  Eighty-three  cents. 

Senator  Smoot.  That  would  be  $16.60. 

Mr.  BoYBR.  Yes,  sir. 

Senator  Smoot.  That  is  $8.45  difference  on  a  ton. 

Mr.  BoYER.  Yes,  sir. 

Senator  Smoot.  Or  42  cents  a  hundred  difference? 

Mr.  BoYER.  Yes,  sir. 

Senator  Smoot.  Do  you  mean  to  say  that  you  want  that  amount 
)f  duty? 

Mr.  BoYER.  I  would  like  to  have  this  Congress  put  a  duty  on  that 
50  high  that  we  could  not  enter  into  that  agreement.  You  re- 
move the  temptation. 

Senator  Simmons.  How  much  of  your  price  would  be  freight? 

Mr.  BoYER.  Our  freight  to  New  York  is  33^  cents  per  hundred, 
plus  the  war  tax  of  2  cents,  and  we  have  one  quotation  here  that 
amounts  to  39  cents,  I  think.  This  is  on  table  salt,  their  highest 
grade.  Yes ;  there  is  one  quotation  here  that  figures  37.36,  less  than 
37^  cents. 

Senator  SiMiroNs.  Where  is  your  factory  located  ? 

Mr.  BoYER.  At  Wadsworth,  Ohio,  15  miles  from  Akron,  in  Con- 
?:ressman  Knight's  district.  We  have  been  in  business  there  for 
over  30  years. 
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Senator  Simmons.  You  now  supply  the  trade  alon^  the  \i 
sea})oarcl? 

Mr.  BoYER.  Yes,  sir;  in  competition  with  other  Ainerioan  n. 

Senator  Simmons.  Are  there  any  other  competitors  outtiitK-  «.r 
many  ? 

JMr.  BoYER.  Germany  is  our  principal  competitor  to-<Iay.  I 
the  only  one  we  hear  from.  They  have  practically  S4*alix»<l  th* 
ne.^s,  if  I  may  use  that  term. 

Senator  Simmons.  Do  you  know  the  price  at  which  it  i-^  u»  i  • 
chased  in  other  countries  ( 

ilr.  BoYER.  No,  sir;  I  do  not.     This  proposition  wa>  mati#- 
21st  day  of  July  to  the  Wadsworth  Salt  Co.,  of  whi<h  nm.'- 
happen  to  be  the  vice  president  and  general  manager,  unsi*li''  r 
our  part. 

Senator  Simmons.  Was  it  the  same  grade  of  salt  ? 

Mr.  BoYER.  Yes,  sir;  they  are  competitive,  fine  grades  of  ^alt 
will  admit  that. 

Senator  Simmons.  Well,  competitive  as  to  i:)rice. 

Mr.  BoYER.  As  to  gi-ade. 

Senator  Simmons.  In  this  market  would  they  be  comi>etiii\f    - 
price  ? 

Mr.  BoYER.  At  their  prices  they  will  take  all  the  business. 

Senator  Simmons.  I  am  not  talking  about  the  (iennan  aiti< '.-. 
would  that  grade  if  it  were  produced  here  in  America  l>e  coni|»-t  : 
with  the  grade  that  you  have  been  comparing  it  with  ( 

Mr.  BoYER.  Absolutely;  yes,  sir.    It  is  the  excellent  salt,     I  .  ■ 
the  samples  here. 

Senator  McCumber.  Is  that  all,  Mr.  Boyer? 

Mr.  BoYER.  Yes,  sir. 

Senator  Dillingham.  What  proportion  of  the  consumption  jr.  ■ 
United  States  is  furnished  by  the  American  producers  i 

Mr.  BoYER.  If  we  would  run  at  full  capacity,  we  would  ha.-  - 
overproduction,  sir. 

Senator  McCumber.  Mr.  A.  Law  Voge  ? 

(Xo  response.) 

Mr.  Reeves  T.  Strickland  ? 

STATEMENT  OF  HE.  BEEVES  T.  STBICKLAND.  KEFBESEITIJ: 
MAONESITE  MINING  &  MANTJFACTTTEINa  CO.,  901  EVANS  Bm: 
ING,  WASHINGTON,  D.  C. 

Senator  McCumber.  Please  state  your  full  name  for  the  reoi»»'  ■ 

Mr.  Stricki>and.  Keeves  T.  Strickland,  attorney  for  the  Ma^r^ 
Mining  &  Manufacturing  Co.,  an  American  corporation  inri>rpi»r»r- 
under  the  laws  of  Delaware.    It  has  mines  on  the  island  of  Man!»r*i 
oflF  the  coast  of  Venezuela.    It  is  an  importer  of  the  crude  inagi>^ ' 
It  does  not  bring  in  anything  else. 

I  appear  here  for  the  purpose  of  objecting,  on  page  16  of  thr  " 
line  24  and  through  line  25,  to  the  words  "and  magnesite,  cru-.v 
ground,  one-half  of  1  cent  per  pound." 

We  produce  only  the  raw  material,  and  object  to  any  duly  i.c   • 
at  all. 

Senator  Smoot.  You  want  it  free  ? 
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^fi-.  Strickland.  Yes,  sir.     It  always  has  been  free,  and  it  is  a 
:*ry  important  product. 
Senator  Smoot.  Where  are  your  mines? 

!Mr.  Stricki^^nd.  On  the  island  of  Margarita,  off  the  coast  of  Vene- 
iiola. 

"riie  purpose  of  appearinc?  here  is  to  ask  that  this  duty  of  one-half 
i  1  cent  per  pound  be  taken  off.  If  there  is  a  duty  i^laced  upon  it, 
lie  company  can  not  continue  business. 

Senator  Smoot.  That  is,  continue  your  business  of  sliipping  it  into 
liis  country^ 
IMr.  Strickland.  Yes. 

Senator  Smoot.  You  could  ship  it  to  some  otlier  part  of  the  world, 
on  Id  vou  not? 

ilr.  Strickland.  I  do  not  know.  Arrangements  have  not  been 
nade  for  any  other  shipping  than  to  the  eastern  seaboard  of  the 
!'nited  States. 

Senator  Smoot.  All  you  do  is  to  have  your  offices  in  New  York 
ind  ship  the  product  in  here  and  then  sell  it. 
IMr.  Strickland.  Sell  it  east  of  the  Mississippi  Biver. 
Senator  Simmons.  You  are  an  importer? 
^f  r.  Strickland.  Yes,  sir. 

Senator  Watson.  Your  factory  is  located  in  Venezuela  ? 
^fr.  StrickIiAnd.  We  have  no  factory.    We  have  our  mines  there. 
We  bring  in  only  the  crude  stuff,  not  the  calcined. 

At  Runyon,  !S".  J.,  there  has  recently  been  erected,  I  understand, 
a  million  dollar  plant  for  calcining.  This  company  does  not  desire 
to  do  anything  other  than  to  bring  in  crude  stuff;  but  if  the  rate  of 
cine-half  cent  a  pound  is  placed  upon  it  the  company  itself  would 
have  to  go  out  of  business.  It  is  entirely  an  American  company, 
and  the  stock  is  owned  in  New  York.  The  money  is  American 
money. 

I  have  a  brief  here 

Senator  Dillingham.  What  does  it  cost  in  Xew  York  per  pound  ? 
Mr.  Strickland.  The  cost  of  production,  as  I  understand  it,  in 
Venezuela,  is  about  $7  a  ton.    The  freight  rate  is  approximately  $10 
a  ton  to  bring  it  in  in  vessels. 
Senator  Dillingham.  That  makes  $17? 
Mr.  Strickland.  It  would  appear  to  be  $17 ;  yes,  sir. 
Senator  Smoot.  What  do  you  sell  it  for? 

Mr.  Stricki^nd.  It  varies  at  different  times.  Recently  there  have 
only  been  2,300  tons  sent  in  on  account  of  war  conditions  and  other 
conditions. 

Senator  Watson.  Does  this  compete  with  the  magnesite  mined  in 
California  and  Washington? 

Mr.  Strickland.  No,  sir.    That  which  is  taken  out  of  the  mines 
there  is  used  largely  on  the  other  side  of  the  Mississippi  Biver.     The 
freight  rate  is  prohibitive  when  it  comes  to  sending  it  east. 
Senator  Smoot.  Wliat  are  you  selling  it  for  to-clay  ? 
Mr.  Strickland.  I  can  not  answer  that  question  at  the  present 
time. 
Senator  Smoot.  Who  can? 

Mr.  Strickland.  I  will  give  you  the  information  in  just  a  moment, 
sir.    Let  me  ask  a  question  of  my  colleague  here.     [After  a  brief 
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conference.]     I  am  advised  that  the^selling  price  is  $9  plu*  t 
freight. 

Senator  Watson.  That  is,  $9  in  New  York? 

Mr.  Strickland.  $9  in  New  York  plus  the  freight. 

Senator  La  Follette.  $19.     You  say  the  freight  is  about  Si". 

Mr.  Strickland.  The  freight  is  approximately  $10. 

Senator  Smoot.  Do  you  know  what  you  sold  it  for  in  1916  ? 

Mr.  Strickland.  I  could  not  give  you  that  price ;  no,  sir. 

Senator  Smoot.  Or  in  1917? 

Mr.  Strickland.  I  think  about  the  same. 

Senator  Smoot.  In  1917? 

Mr.  Strickland.  No ;  not  1917.    In  1916, 1  thinks  it  was  about  t 
same.    As  to  1917  and  1918  I  could  not  give  you  the  figure. 

Senator  Smoot.  Is  there  any  way  that  we  can  get  that  inf«»rc.. 
tion  ?  I  want  to  check  this  up,  because  we  have  tne  price  that  ^  :• 
testified  to  in  the  hearings  before,  and  I  want  to  see  if  the  pr*"-* 
are  the  same. 

Mr.  Strickland.  There  was  none  brought  in  during  those  year- 
this  company. 

Senator  Smoot.  That  came  from  Japan? 

Mr.  Strickland.  It  came  from  Greece  and  Italy — probablv  fr-- 
Italy. 

Senator  Jones.  Who  is  your  competitor  now? 

Mr.  Strickland.  In  America? 

Senator  Jones.  Yes. 

Mr.  Strickland.  Only  those  companies,  if  we  have  any  eomptc 
tors,  which  are  in  California  and  Washington. 

Senator  Jones.  You  stated  a  moment  ago  in  answer  to  a  qwsi^z 
of  Senator  Watson  that  you  did  not  think  they  were  coinpetit(»r>. 

Mr.  Strickland.  I  think  they  are  not  competitors,  for  the  m.*«^ 
that  they  are  all  west  of  the  Mississippi  River  and  the  freight  r*ir- 
would  be  so  high  to  the  Atlantic  seaboard  that  they  could  not  ship. 

Senator  Jonbs.  What  is  there  to  prevent  your  paying  this  tax ) 

Mr.  Strickland.  It  would  prevent  it  in  this  way :  That  to  grt  ^ 
cined  magnesite  you  have  to  have  2^  tons  and  reduce  it.    vTiit  i 
freight  rate  now  of  $10  and  then  a  duty  of  $10,  which  would  be  ft5i».  • 
womd  cost  $40  to  reduce  it  down  to  the  calcine. 

Senator  Jones.  Who  are  your  competitors  in  the  calcine? 

Mr.  Strickland.  They  would  be  the  western  companies;  that  k  * 
California  and  Washington. 

Senator  Jones.  So  that,  in  the  last  analysis,  they  are  yoar  cnc 
petitors? 

Mr.  Strickland.  They  would  be  if  it  was  calcined,  but  we  d»»  & ' 
ask  with  reference  to  calcine.    We  only  bring  in  the  crude  stuff  oc  t* 
free  list.    It  has  been  on  the  free  list. 

Senator  Watson.  Is  your  magnesite  used  for  furnace  Itninfr^  li 
same  as  the  western  magnesite  is  used  ? 
Mr.  Strickland.  Yes,  sir. 

Senator  Watson.  They  do  ship  that  magnesite,  do  thev  not,  if**: 
California  East  and  use  it  all  over  the  Pittsburgh  district) 

Mr.  Strickland.  I  think  you  will  find  in  the  reports  from  the  differ 
ent  departments  here  they  say  that  it  is  mostlv  shipped  to  plarts!  wr4 
of  the  Mississippi  River.  ^  The  report  of  the  C^eological  Sarrej  oukr 
such  a  statement. 
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i^ria^tor  Smoot.  Who  has  a  calcined  mag;nesite  plant  east  of  the 

^sissippi  River? 

^Ir.  Strickland.  There  is  one  over  at  Eunyon^  N.  J. 

^enartor  Smoot.  I  meant  to  say,  yest  of  the  Mississippi  River. 

VIr.   Strickland.  I  do  not  know,  sir. 

Senator  Smoot.  Then,  of  course,  calcined  magnesite  would  be 

pped  from  the  East  to  the  West  ? 

Vlr.  SnucKLAND.  I  think  they  have  their  own  plants.    They  do  in 

lif  omia  and  Washington. 

Senator  McCtiMBEai.  Is  there  anything  further? 

Mr.    Strickland.  Just  a  few  more  remarks.    I  have  a  brief  here 

at  I  -would  like  to  submit  to  the  committee. 

Senator  Smoot-  Do  you  desire  to  make  it  a  part  of  the  record  ? 

Mr.  Strickland.  Yes,  sir. 

(The  brief  referred  to  will  be  found  at  the  end  of  the  statement  of 

is  witness.) 

Senator  Simmons.  I  want  to  ask  the  witness  a  question.    I  do  not 

ink  I  understood  him. 

Is  this  material  in  which  you  are  interested  produced  east  of  the 

ississippi  River? 

Mr.  Strickland.  I  think  not,  sir.    I  think  the  only  places  are  west 

f  the   Mississippi  River,  in  the  States  of  California  and  Wash- 

Lgton. 

Senator  Smoot.  There  are  some  other  States  that  have  it. 
Mr.  Strickland.  But  it  has  not  been  derveloped. 

Senator  Simmons.  You  import  this  and  supply  the  district  east  of 
le  Mississippi  River? 

Mr.  SraiOKLAND.  Yes,  sir. 

Senator  Simmons.  If  the  Atlantic  seaboard  district  had  to  buy  this 
laterial  from  California  and  bring  it  across  the  continent,  what 
rould  it  cost  them  in  addition  to  what  you  could  sell  it  to  them  for  ? 

Mr.  STmcKLAND.  I  have  not  the  freight  rates  on  that.  I  can  not 
nswer  that  question,  because  I  do  not  know  the  freight  rates.  I 
lave  understood  that  they  are  very  high,  of  course.  It  depends 
argely  upon  the  freight  rates,  because  the  cost  of  production  is 
)retty  nearly  the  same. 

Senator  Simmons.  It  would  mean  this,  that  if  you  are  not  permitted, 
)y  reason  of  the  high  tariff  rate,  to  import  this  stuff  the  consumers 
>n  the  Atlantic  seaboard  will  have  to  transport  it  across  the  conti- 
lent  at  probably  very  high  freight  rates? 

Mr.  Strickland.  Yes,  sir. 

Senator  Simmons.  The  freight  rates  would  be  many  times  the  ocean 
rate? 

Mr.  Strickland.  Yes,  sir ;  many  times  the  ocean  rate,  and  it  would 
perhaps  cost  a  great  deal  more. 

Senator  Simmons.  I  think  you  ought  to  get  the  information  about 
it,  because  it  is  very  important.  It  does  not  seem  to  me  that  we  want 
to  make  the  people  oi  one  seaboard  unnecessarily  bear  the  great 
burden  of  this  transcontinental  transportation  at  the  present  rates. 

Mr.  Strickland.  It  would  appear  now  that  the  California  and 
Washington  magneate  takes  care  of  it  west  of  the  Mississippi. 
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Senator  Watson.  There  are  large  importations  from  Canj<:.  * 
much  so  that  they  interfered  with  our  production  in  Calif omii  . 
Washington. 

Mr.  Strickland.  Yes.  sir :  there  is  quite  an  amount  that  com€^  f:  - 
Canada. 

Senator  Sutherland.  Is  it  practicable  to  ship  the  Calif oraij  :• 
AVashington  product  around  by  water  to  the  eastern  seal>oart]  ? 

Mr.  Stricki^nd.  It  could  be  done  through  the  Panama  Canal    *.i 
is  a  considerable  distance,  though. 

Senator  Walsh.  Would  this  tariff  leave  an  open,  noncomiiK/ 
market  to  the  California  and  Washington  interests^ 

Mr.  Strickland.  I  think  it  would. 

Senator  Walsh.  And  that  would  have  a  tendency  to  increa-r  • 
price  ? 

Mr,  Strickland.  I  feel  very  confident  that  it  would*  sir. 

Senator  Walsh.  Do  you  know  how  many  companies  there  arv-  * 
are  producing  this  product  i 

Mr.  Strickland.  You  mean  in  California? 

Senator  Walsh.  In  California  and  in  Washington. 

Mr.  Strickland.  I  think  there  are  three  or  four  in  Califoniu  r 
two  or  three  in  Washington. 

Senator  WalsH.  Are  they  organized  i 

Mr.  Strickland.  Yes,  sir. 

Senator  Walsh.  Do  they  have  an  organization  ? 

Mr.  Strickland.  Yes,  sir. 

Senator  Walsh.  I  mean,  do  they  act  in  unison  in  fixing  pricp> ' 

Mr.  Strickland.  They  have  some  agreements  and  do  act  in  un.-  ' 
on  their  prices,  of  course,  but  they  are  independent  companies. 

Senator  Walsh.  If  this  tariff  is  too  high  it  would  leave  you  ii  u 
mercy  of  these  western  companies? 

Mr.  Strickland.  It  would,  as  far  as  Washington  and  Califtir  - 
are  concerned. 

I  would  like  to  have  my  brief  go  into  the  record. 

Senator  McCumbbr.  It  will  be  printed  as  a  part  of  your  i<< 
mony. 

Mr.  Strickland.  I  would  like  to  call  the  committee*s  attentiit  * 
the  fact  that  in  1919  this  same  question  was  up  for  the  purix-* 
placing  a  tariff  on  magnesite;  and  this  is  taken  from  the  VlJ' 
States  Geological  Survey  report,  in  which  it  says: 

Representatives  of  companies  producing:  ma^iesite  in  Washlnirtim  jipt»  "" 
In  favor  of  the  proposed  tariff,  and  representatives  of  c<>iutHinie!»  iimur''  ' 
ing  refractory  products  opposed  tlie  biU. 

It  also  says  that  on  January  13,  1920,  a  hearing  was  held  Uf- 
the  Committee  on  Finance,  United  States  Senate,  and  prmct:  :i 
al  the  witnesses  representing  manufacturers  of  comT>osition  i-'- 
and  other  users  of  imported  magnesite  opposed  the  bill. 

The  users  would  always  oppose  tlie  bill,  because  to  i^onfine  ::  ' 
this  country  and  not  allow  it  to  be  brought  in  would  make  it  tin  < 
impossible  for  them  to  use  it,  because  the  rates  would  he  so  hirl 

I  have  a  letter  here  from  the  Zenitherm  Co.,  of  New  York  •  / 
This  company  manufactures  heat,  sound,  and  fire  resistive  buik'.' 
materials,  and  wishes  to  present  its  reasons  for  protesting  air*-"-"' 
the  prohibitive  duty  on  importations  of  crude  magnes^ite.  »*  5*" 
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>e(l    bv  the  tariff  bill  which  recently  passed  the  House  and  which 
iiov\-  Tbefore  your  committee  for  consideration.     I  especially  call 
*     iit  tent  ion  of  the  committee  to  paragraph  3  and  ask  that  the 
t^r  be  also  printed  in  the  record, 
■^t*  11.51  tor  McCuMBER.  That  will  be  printed. 
Ml--    Stricki*^nd.  That  is  all  I  have  to  say,  Mr.  Chairman. 
Senator   Walsh.  Did   you   state  the   total   consumption   in   this 
intry? 

Mr.   Strickl.\xd.  Xo,  sir;  I  could  not  do  that. 
Senator  Walsh.  What   percentage   is   produced  here  i     Do   you 
.ow.   Senator  Smoot? 

Senator  Smoot.  In  the  vear  1913  there  was  produced  in  the  Ignited 
ates  9,632  tons,  value  $fT,566;  1914.  11,000  tons— I  will  not  give  the 
act  figures— 1915,  30,000  tons;  191G,  154,000  tons;  in  1917,  316,000 
ns. 

Senator  Walsh.  That  is  the  amount  imported? 
Senator  Smoot.  No;  that  is  the  amount  produced  in  the  United 
Lates. 

NoTv,  the  imported:  We  imported  in  1913,  347,428  tons:  1914, 
')('>,988  tons:  1915,  102,913  tons;  1916,  93.885  tons;  1917,  34,322  tons. 
As  our  home  production  increased  our  exports  decreased  during 
lose  years.  I  will  say.  Senator,  that  the  amounts  sliown  for  1915, 
t>l(>,  1917  were  on  account  of  the  war.  There  was  virtually  an  em- 
ar^o,  with  the  exception  of  the  shipments  that  came  from  Greece, 
til  ink. 

Senator  Walsh.  There  has  been  so  much  testimony  presented 
ere  by  witnesses  that  there  have  been  terrific  increases  in  imports 
n  certain  articles  within  the  last  few  months  that  I  think  this  com- 
nittee  ought  to  have  presented  to  it  the  names  of  the  articles  that 
kave  been  imported  and  the  extent  and  the  amount.  The  general 
)ul)lic  seems  to  think  that  there  has  been  a  decrease  in  imports  and 
xports,  but  from  the  testimony  presented  here  we  are  being  flooded 
vith  certain  kinds  of  materials  and  merchandise  that  are  being 
mported. 

Senator  Smoot.  If  you  will  take  the  monthly  summary  for  June, 
1921,  it  will  give  you  the  information  for  three  or  four  years. 
Senator  Walsh.  I  mean  since  the  1st  of  August. 
Senator  Smoot.  It  will  give  you  those  figures. 
Senator  Walsh.  Every  witness  that  has  been  here  says  that  in  the 
last  two  or  three  months  there  has  been  a  great  flood  of  imports. 
If  that  is  going  on,  there  must  be  a  terrific  business  being  carried  on 
that  we  do  not  know  aV)out  in  this  country. 
Senator  Watson.  How  much  did  you  im])ort  yourself? 
Mr.  Strickland.  The  importations  have  been  very  little. 
►Senator  Watson.  Do  you  pi'oduce  the  Austrian  red  magnesite  or 
the  white  magnesite  i 
Mr.  Strickland.  Only  that  that  comes  from  Venezuela. 
Senator  Watson.  There   are   two   kinds  of   magnesite,   red   and 
white. 
Mr.  Strickland.  We  produce  the  white.     AVe  do  not  have  the  red. 
Senator  Walsh.  Xearly  every  witness  that  has  come  here  this 
morning  has  referred  to  a  great  flood  of  imjx)ii:ations.  and  that  there 
We  been  imports  coming  into  this  countrA'  in  the  last  few  months, 
and  I  think  we  ought  to  have  those  tables. 
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Senator  Watson.  This  gentleman  is  not  afraid  of  iinp(Hls:  '^  - 
afraid  there  will  not  be  any. 

Senator  Walsh.  No  ;  it  does  not  apply  to  him  at  all. 

(The  brief  referred  to  and  submitted  by  the  witness  is  here  pnr.^r 
in  full,  as  follows:) 

Brief  of  the  Maonksite  Mining  &  MANrFAcruwNC  Co. 


k-  « 


By  paragraph  47  of  H.  R.  7456.  Sixty-seventh  Congress,  first 
proposed  to  place  an  import  duty  on  crude  or  ground  magnesfte  of  *•  io-»j 
of  1  cent  per  pound,'*  and  as  the  Magnesite  Mining  &  Manufacturing  i>  .« i- 
importer  or  only  crude  or  raw  or  unimproved  magnesite  and  belierM  -u 
such  a  duty  would  completely  ruin  its  business  and  make  a  total  kM  -r  •• 
capital  heretofore  and  now  invested,  tiles  this  brief  in  opposition  to  aat  l.- 
whatsoever  upon  imported  crude  or  raw  or  unimproved  magnesitf.  rb^  -  • 
being  no  duty  placed  upon  such  importations,  with  the  following  expKotf  *# 
and  arguments: 

The  Magnesite  Mining  &  Manufacturing  Co.  is  a  Delaware  coipormtiiK.  r 
has  extensive  mining  rights  on   the  island   of  Margarita,   off  ihe  t^r.  •    ■ 
Venezuela,  from  which  has  been  extracted'  magnesite. 

Some  years  ago  when  considerable  difficulty  was  encountered  In  the  rt."** 
States  In  obtaining  a  regular  and  sufficient  supply  of  magne«tlte  tmn  «;f«^ 
extensive  investigations  were  made  to  ascertain  a  satisfactory  source  of  m:« 
These  investigations  disclosed  satisfactory  magnesite  deposits  in  V«r-^ 
whereupon  approximately  $800,0(X>  were  expended  by  the  Maisnesit**  Mitf .-  j 
Manufacturing  Co.  and  its  preoedessors  in    connection  with  derelopiK 
mining  properties  and  providing  for  means  of  shipping  the  same  in  inirt*^ 
the  United  States. 

Title  to  the  mines  is  held  in  the  name  of  Magnesite  Mining  ft  Manuftn-^r 
Co.,  and  Its  properties  consist  also  of  a  railroad,  which  is  built  for  the 
of  magnesite  to  the  United  States,  buildings,  lighters  and  tugs,  and 
rights. 

This  entire  undertaking  and  the  investments  of  the  company  was  for  tS 
purpose  of  supplying  the  eastern  markets  of  the  United  States,  wliere  nurr--  - 
thus  far  mined  had  been  exclusively  sold. 

The  Magnesite  Mining  &  Manufacturing  Co.  is  an  Amerlcnn  corpora- f. 
promoted  by  American  money  and  in  every  thing  Is  American  just  a*  • 
as  companies  operating  in  California  and  Washington,  except  in  the  lor*f 
mines;  just  as  much  entitled  to  protection  as  companies  whose  tn\v^    - 
locatecl  in  the  United  States,  and  it  is  arguetl  that  If  a  duty  must  be  :••■  ^ 
upon  Imported  magnesite  in  the  crude  or  raw  state,  the  duty  should  be  t%  - 
on  foreign  corporations  or  importers,  and  not  upon  American  corfionin'—    " 
importers. 

The  rapid  growth  in  the  number  of  these  Industries  using  magne^te  *•  "^ 
last  few  years  has  been  phenomenal,  and  as  yet  the  use  of  these  artlHe*  ^^ 
to  be  still  in  its  infancy.    Magnesite  in  one  form  or  another  is  beinz  H'-" 
the  following  industries  for  the  following  purposes: 

1.  Building  Industry.  (In  the  production  of  sanitar>'  and  flre-pi>«>f  fr*."-* 
wall  and  window  slabs,  artificial  marble,  stone,  ornaments,  stucco  w#fi  •> 
for  many  other  building  material  purposes.) 

2.  Steel  industry.  (Manufacture  of  refractory  bricks:  ab^>  in  ll*  **•' 
smelting  industry  for  lining  converters.) 

3.  Manufacture    of    sulphate   of   magnesium,    known    as    epsom   «•« 
modlclnal,  technical,  and  conmiercial  purposes. 

4.  Mfinufacture  of  carbonic  acid  gas. 

T).  FI reproofing  and  tire  protection  purposes. 

0).  Paint  industry  (especially  fireproof  paint  for  airplanes,  rtr.V 

7.  Manufacture  of  magnesium  chloride. 

8.  Manufacture  of  millstones. 

9.  An  antidote  against  arsenic  poisoning.  ^  _ 

10.  Many  other  articles  of  great  commercial  value  can  be  pmdii«vl  •"" 
magnesite,' as,  for  Instance,  asbestos  wood  switchboards,  steam  pipe  fii«ol»*^' 

refrigerator  insulation,  etc.  ^     ,  ^     -^    *--  .wt  ••• 

It  will  be  seen  from  the  foregoing  uses,  more  particularly  the  nnt  tm« 
need  of  magnesite  in  the  United  States  at  the  present  time  Is  very  |tK*»-  •»*»  1^ 
only  sources  of  magnesite  now  produced  in  the  United  States  aw  Cr«»  ^- 
mines  upon  the  extreme  west  coast. 
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Tlie  great  demand  for  tiousing  and  the  relief  and  assistance  needed  for  all 
jlustriee  appertaining  to  the  building  of  houses  require  that  not  only  the 
imediate  problems  of  builders  be  considered  but  also  all  industries  associated 
ere^v^ith  and  who  furnish  materials  for  the  builders'  use.  Magnesite  is  a  very 
iportfint  element  in  the  manufacture  of  many  of  the  materials  used  by  builders, 
s  production  and  importation  should  be  helped  in  every  possible  way.  Increas- 
e  tbe  cost  of  magnesite  by  the  imposition  of  a  duty  on  its  importation  neces- 
rlly  Increases  the  cost  of  builders'  operations. 

Tlie  proposed  tax,  as  provided  in  the  above-entitled  bill  at  present  before  your 
'mmittee,  will  very  materially  hinder  the  industries  hereinbefore  referred  to, 
\  ^7ell  as  practically  wipe  out  the  large  investment  of  American  capital  in  the 
enezuelan  mines,  which  investment  was  made  at  a  time  when  the  United 
bates  could  not  .produce  sufficient  quantity  of  magnesite  nor  of  a  quality  to 
«et  iMuneaeeds. 

Tbe  duty  proposed  of  $10  a  ton  upon  eaoh  ton  of  crude  magnesite  imported 
EKl  of  $15  a  ton  'upon  all  calcined  magnesite  Imported  into  this  country  will 
ot  produce  additional  revenue,  which  is  the  main  Intention  of  the  bill,  because 
:  v^ill  prohibit  the  importation  of  that  article  in  view  of  the  high  tax,  and  will 
tiU8  remove  a  source  of  sm)ff)ly  :0f  a  very  material  element  in  the  building  and 
tlier  Industries. 

It  has  been  argued  that  the  .capital  invested  In  American  mines  along  the 
Pacific  coast  should  be.  protected  on  the  general  theoi^y  ef  protection  of  American 
ndustries.  This  we  most  heartily  agree  with.  But  it  is  not.  a  protection  to  the 
nduBtrles  of  the  United  States  to  impose  such  a  tax  as  will  prohibit  the  im- 
K>rtatlon  of  a  crude  artide  used  In  essential  industries  when  the  only  supply 
^t  that  article  is  in  a  section  of  the  country  remote  from  a  large  number  of 
uers  and  which  will  increase  the  j>rice  of  such  raw  material  to  the  detriment 
>f  aach  industries. 

From  the  practical  standpoint,  is   it  necessary  for   the  protection   of  the 
nvnerB  of  American  cux^ltal  invested  in  the  mines  in  the  western  section  of  the 
rnited  States,  to  impose  the  duty  at  present  contemplated  by  tliis  bill?    The 
treight  .upon  1  ton  of  this  article  from  the  Pacific  coast  to  east  of  the  Alle- 
gheny Mountains  is  $21  a  ton.     This  freight  must  be  added  to  the  cost  of 
[Qagne.site.    The  cost  of  freight  from  Venezuela  to  the  Uuitetl  States  is  ap- 
proximately $10  per  ton.    To  this  it  is  proposed  to  add  a  tariif  of  $10  per  ton. 
In  order  tbat  1  ton  of  calcined  magnesite  (which  is  the  form  in  which  this 
article  is  generally  used),  may  be  produced,  it  is  necessary  to  have  2  tons 
of  crude  magnesite.    This  would  necessitate  the  importing  of  2  tons  of  crude 
magnesite  at  ^20  for  freight,  ,plus  $20  duty,  to  .produce  1  ton  of  calcined 
magnesite  in  the  United  States,  delivered  along  the  eastern  seaboard.     This 
expense  ot%40  forfrdglit  and  duty  could  not  compete  in  any  way  with  a  ton 
of  calcined  magnesite  produced  and  calcined  in  the  western  part  of  the  United 
States  and  shipped  by  freight  east  at  a  freight  rate  of  $21  per  ton.    In  fact, 
the  imported  article  would  cost,  at  the  eastern  seaboard,  practically  twice  as 
much  as  the  domestic  article.    Therefore,  even  without  the  duty,  the  cost  of 
1  ton  of  calcined  magnesite  at  the  eastern  seaboard,  exclusive  of  the  work 
of  converting  crude  magnesite  into  calcined  magnesite,  would  be  $20  a  ton 
(exclusive  of  overhead  charges)  as  compared  with  $21  a  ton  of  the  western 
magnesite,  which  western  freight  rate,  we  are  .informed  and  believe,  will  very 
shortly  be  reduced  much  below  this  figure.    From  these  facts  it  will  be  readily 
seen  that  even  with  no  tariff  whatsoever  upon  the  Imported  crude  magnesite, 
the  same  could  not  be  laid  down  at  the  eastern  seaboard  for  sale  at  a  price 
lower  than  that  produced  in  the  western  part  of  the  United  States. 

Many  of  the  Industries  engaged  In  manufacturing  those  products  used  by 
builders  and  the  other  industries  set  forth  In  the  list  above,  are  located  not  on 
the  eastern  seaboard  but  at  some  distance  therefrom.  Therefore,  to  the  cost  of 
the  Imported  magnesite,  after  it  lias  been  calcined  at  the  eastern  seaboard, 
must  be  added  the  freight  to  the  plant  of  the  manufacturer.  This  additional 
charge  is  laid  on  the  imported  article  while  the  freight  charge  on  the  western 
article  is  correspondingly  reduced. 

If  the  tariff,  as  proposed  In  this  bill,  is  levied  upon  imported  magnesite,  it 
will  prohibit  tlie  importation  of  tliat  article  and  there  will  be  no  competition 
whatsoevei*  for  the  western  supply,  with  the  result  that  prices  will  very 
auiterially  advance,  causing  a  ^eat  advance  in  the  price  of  articles  in  whlcii 
It  is  used,  which  price  must  ultimately  be  borne  by  the  consumer,  at  a  time 
when,  we  are  Informed  and  believe,  every  effort  is  being  made  to  reduce  gen- 
eral expenses.    We  respectfully  submit  that  this  proposed  tariff  will  not  pro- 
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(luce  a  reduction  of  general  expenses,  more  particularly  as  we  fe^  •*..  • 
have  conclusively  pointed  out  that  the  tariff  is  not  needed  for  the  p-» '  • 
of  the  western  purchaser  against  the  imported  article,  because  of  tlie  »l.*  - 
In  cost  of  production,  as  it  appears  that  the  cost  of  crude  magnesdte  !»'•  - 
into  the  United  States  even  without  a  tariff  dut>',  will  be  more  than  ti- 
of  the  western  article  laid  down  in  the  eastern  portions  thereof. 

We  would  especially  call  your  committee's  attention  to  the  fti«-r  *ha*  • 
nesite  ore  is  a  crude  article  and  should  be  placed  on  the  free  li.'«t  on***^ 
other  crude  articles  and  substances  admitted  free  of  duty,  in  ortl*T  f-.r* 
American  manufacturer  may  be  able  to  get  the  full  benefit  at  a*  U*^  * 
as  possible  of  the  American  workman's  labor,  by  producing  and  nmnn'.*''  * 
from  crude  material  rather  than  going  abroad  to  buy   the  omipMf  ■- 
manufactured  in  other  countries  with  their  low  rate  of  wages. 

Another   result  of  the  proposed   tariff  would   be   that   magnesfte  x*r» 
outside  of  the  United  States  will  be  calcined  at  or  near  the  place  wN-->- 
duced,  and  that,  therefbre,  the  Uriitjed  States  industries  will  lose  n  «n*  •• 
income  in  the  way  of  labor,  coal,  machinery,  factories,  etc.,  neressarr  • 
vert  the  crude  ore  into  the  calcined  article. 

We,   therefore,   respectfully   request   that   the  proposed   tariff  he  •»?.••- 
reconsidered  and  very  materially  reduced  on  the  calcined  article,  and  ••• 
crude  article  be  admitted  free  of  duty  for  the  reason  that  the  propr*-;^! 

1.  Will  very  matetially  raise  the  cost  of  those  building  materials  Into  ■ 
it  is  manufactured  or  used. 

2.  Will  deprive  American  laborers  and  capital  of  employment  ain! 
derived  from  the  converting  of  the  crude  article  into  the  calcineil  art.'  - 

3.  Will  compel  the  eastern  industries  to  pay  a  price  far  In  excess  for  :  " 
In  which  magnesite  is  nsed  over  those  procured  in  the  western  part  ' 
United  States,  to  the  detriment  of  the  eastern  industries  where  the»  -r 
are  so  much  in  use  and  demand  at  the  present  time. 

4.  Will  not  produce  the  revenue  contemplated,  because  It  win  «itirpij  • 
off  the  importation  of  both  the  crude  and  calcined  article. 

5.  Will  wipe  out  and  render  valueless  the  entire  industry  of  the  Mar:-- 
Mining  &  Manufacturing  Co.,  established  by  American  capltjil  for  A-^-- 
needs,  which  it  has  helped  to  supply  for  so  many  years,  and  at  a  tiny  •■ 
it  was  most  needed. 

Magnesite  Mining  &  MANi-rACTTEixf  i  • . 
By  Reeves  T.  Strickland.  Attomrif, 

(The  letter  referred  to  and  submitted  by  the  witness  is  as  folk*''- 

Zenitiierm  Co,  M^c  » 
New  York,  N.  T..  Am^u^t  Ij.  I-' 

Hon.  Boise  Penrose, 

Chairman  Finance  Committee,  United  States  Senate. 

Washinfffon,  D.  r. 

Dear  Sir:  This  company  manufactures  heat,  sound,  and  fire  rp?»irti^f  »- 
ing  material,  and  wishes  to  present  its  reasons  for  protesting  ainiiii.«r  '*< 
hl!)itive  duty  on  importations  of  crude  magnesite,  as  proi^>se<l  by  tN* 
bill  which  recently  passed  the  House  and  which  is  now  before  yimr  c^msr. 
for  consideration. 

1.  The  use  of  calcined  magnesite  in  the  manufacture  of  bulldin;  ttw^'    ' 
such  as  cement,  stucco,  flooring,  exterior  and  interior  wall  slab;*,  stair  :•» 
window  sills,  etc.,  is  increasing  annually  by  leaps  and  bounds.     Vari***.!* 
panles  have  been  organized  and  are  now  In  operation,  such  as  ihi«  r.»^: 
for  the  manufacture  of  products,  the  principal  ingredient  of  which  i<  ■■ 
magnesite.     Since  before  the  war  this  raw  material  has  come  fri»ra  Tt'/  - 
where  magnesite  mines  have  been  dslcovered.     Until  the  ilepre^<«r   •: 
building  industry  set  in  there  was  a  shortage  In  the  supply  of  caldi**" 
neslte  of  uniform  quality  in  the  eastern  market.    To  meet  thL«  stu^-sj* 
to  guarantee  calcined  magnesite  of  uniform  quality  and  at  a  n^a^HiaW'    - 
the  Zenitherm  Co.  contracted  for  the  importation  of  crude  niaisnef^te  ^f  s   ' 
grade  from  Venezuela  and  at  considerable  initial  expense  ln«talled  a  c 
and  kilns  for  the  calcining  of  same  at  Uunyon.  N.  J.    The  prftH«m1  ••n*' 
carried  bv  the  House  bill  on  crude  magnesite  will,  however,  fhrre  tl*  t-*'-'^ 
users  of  the  calcined  prwiuct  to  faU  back  upon  the  sonrre  of  MipplT  •' 
western  coast,  which  is  inadequate  to  meet  the  demand  which  nill  t-n^n.--  '" 
Increase  when  the  building  industry  revives. 
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Tli^  Zenitherm  Co.  has  expended  nearly  a  million  dollars  in  experimental  and 
ifvelopment  work  to  perfect  a  universal  building  material,  with  magneslte  as 
base,  and  just  at  the  time  when  its  six  years  of  labor  appear  to  be  crowned 
itti  success  and  architects  and  builders  are  specifying  this  new  building  mate- 
ial  in  plans  for  projects  in  hand  the  entire  existence  of  the  company  is  threat- 
necl  l>y  a  prohibitive  tariff  duty. 
*Z.  As  it  requires  slightly  more  than  2  tons  of  crude  magneslte  to  make  1  ton 
f  tlie  ealcined  product,  the  proposed  duty  of  one-half  cent  a  pound  on  the  crude 
s  against  three-fourths  cent  a  pound  on  the  calcined  places  a  veritable  embargo 
.gainst  the  importation  of  the  crude  magneslte  for  calcination  by  American 
af>or. 

3.  Tlie  building  industry  has  placed  its  approval  on  the  use  of  magneslte 
iro<i\icts  for  construction  purposes;  and  at  this  time,  when  there  is  a  shortage 
if  bo  Vises  and  buildings  of  one  kind  and  another  all  over  the  country  we  appeal 
o  your  honorable  committee  not  to  retard  the  rebuilding  plans  which  are  being 
Tia^e  by  killing  what  undoubtedly  will  be  an  important  factor  in  carrying  them 
>ut,  vlas,  the  manufacture  of  magneslte  products. 
Respectfully, 

Zenitherm  Co., 

Roger  B.  Tupper,  President, 

STATEMENT  OF  MS.  STEPHEir  S.  TUTHILL,  REFSESENTIirG  THE 
AMEBICAN  ZnrC  nrSTITTJTE,  ITEW  YORK,  N.  7. 

Senator  McCumber.  Please  state  your  name. 
Mr.  TiTTHiLii.  My  name  is  Stephen  S.  Tuthill.    I  am  secretary  of 
the  American  Zinc  Institute  (Inc.),  with  offices  at  27  Cedar  Street, 
Xew  York  City.    My  temporary  Washington  address  is  the  Hotel 
Washington. 

In  the  membership  of  the  institute  is  represented  more  than  95 
per  cent  of  the  United  States  zinc  industry. 

I  refer  to  paragraphs  Nos.  74,  88,  390,  and  391  of  the  bill. 
The  cost  and  process  of  making  zinc  oxide  are,  as  I  will  show  you, 
the  same  as  in  tne  case  of  slab  zinc,  and  we  ask  that  the  questions  of 
cost,  imports,  and  exports  be  deferred  until  the  slat)  zinc  portion  of 
the  schedule  comes  before  this  committee. 

To-day  I  wish  to  call  your  attention  to  two  points :  First,  that  in 
the  brief  submitted  to  the  Committee  on  Ways  and  Means  of  the 
House  of  Representatives  by  the  institute,  to  which  brief  reference 
is  hereby  made,  Mr.  E.  H.  Wolff,  the  president  of  the  institute,  in 
recoHMnending  a  duty  of  2f  cents  per  pound  on  "  zinc,  oxide  of,  and 
white  pigment  containing  zinc,  but  not  containing  lead,  dry,"  stated 
that  this  entirely  zinc  product  had  been  previously  classified  under 
Schedule  A,  but  that  it  appropriately  belonged  under  Schedule  C. 
That  suggestion,  however,  was  not  accepted  by  the  Ways  and  Means 
Committee ;  zinc  oxide  appearing  in  the  present  bill  under  Schedule 
1 — Chemicals,  oils,  and  paints. 

Therefore  we  wish  at  this  time  to  renew  our  request  for  such  re- 
classification. 

Second.  We  wish  also  to  invite  your  attention  to  the  inequitable 
treatment  of  zinc  oxide  in  the  bill  as  it  now  stands. 

The  duties  on  lead  and  zinc  as  proposed  in  the  bill  before  you  are 
as  follows:  Lead  ore,  1^  cents;  zinc  ore,  IJ  cents;  pig  lead,  2|  cents; 
slab  zinc,  If  cents,  although  for  two  years  it  was  2  cents ;  white  lead, 
2|  cents ;  zinc  oxiae,  1^  cents ;  zinc  chloride,  lf\  cents ;  zinc  sulphate, 
f  of  a  cent ;  zinc  sulphide,  1^  cents;  lithopone,  1^  cents. 

The  above  tablie  has  been  prepared  with  a  view  to  showing,  first, 
the  singular  provisions  for  import  duties  on  the  products  manuf ac- 


1076  TARIFF CHEMICAL.  SCHEDULE. 

tured  from  zinc  ore ;  and,  second,  the  rational  and  entirely  diimc 
theory  pursued  in  providing  duties  for  the  manufactured  proditi 
of  lead  ore. 

The  lead  schedule  recognizes  the  propriety  of  a  higher  duty  on  lie 
manufactui^ed  products  of  ore  than  on  tne  ore  itself.  The  zincsM- 
ule,  as  a  whole,  completely  ignores  that  principle.  Slab  zinc  andaK 
oxide,  for  example,  are  two  of  the  chief  products  of  zinc  ore.  Thy 
are  produced  by  similar  process,  namely,  smelting  the  ore  in  fc 
naces.  Slab  zinc  is  reduced  or  condensed  in  the  process  in  theik>f)[ 
sence  of  oxygen.  Zinc  oxide  is  reduced  or  condensed  in  the  faim 
in  the  presence  of  oxygen.  This  is  the  essential  difference  in  Ac 
two  methods  of  manuiacture.  On  general  principles  the  twopnd-|| 
ucts  should  be  regarded  alike  in  framing  a  protective  tariff.  M^ 

The  analogy  between  these  two  products  on  the  <me  hand  and  fif|t( 
lead  and  white  lead  on  the  other  hand  is  close.  Pig  lead  is  kad  n»tu 
in  its  simplest  form.  Slab  zinc  is  zinc  metal  in  its  simplest  fom. 
White  lead  and  zinc  oxide  are  white  powders  which  are  similirfj 
ueed  AS  comi)etitiTe  constitnents  in  the  com]>osition  of  paifit.  Mil 
having  other  uses  of  their  own. 

We  therefore  I'equest  that  whatever  rate  of  duty,  whether  hi^^or 
low,  the  Committee  on  Finance  shall  see  fit  to  impose  on  lead-beanil 
ore  or  zinc-bearing  ore,  the  products  of  such  01*68  shall  be  favom 
with  appropriate  duties  somewhat  higher  than  the  duties  impo0edoi|i( 
the  ores  from  which  such  products  are  manufactui-ed.  Tliis  9m 
elemental,  and  it  has  been  observed  in  framing  the  lead  schedule,  b 
framing  the  zinc  schedule  the  principle  was  ignored  by  the  WaTsind  ||[ 
Means  Committee,  as  will  be  observed  at  a  glance. 

May  we  ask  that  the  principle  be  observed  by  the  CommittMoB 
Finance  in  respect  to  zinc  oxide,  slab  zinc,  and  c^her  products  am* 
f actured  from  zinc  ore  ?  li 

Senator  La  Follettb.  Did  you  appear  before  the  Ways  and  Meui 
Committee  ? 

Mr.  TuTHiLL.  I  did  not.    Our  president,  Mr.  Wolff,  did. 

Senator  La  Foli^ette.  Did  he  make  this  eame  argument  before  dv  |j 
Ways  and  Means  Committee? 

Mr.  TuTHUJi.  He  made  a  simple  request,  sir ;  no  explanation. 

Senator  La  Follettb.  He  made  a  request  for  more  duty  to  k 
placed  ? 

Mr.  TuTiiiLL.  No,  sir.  Only  in  respect  to  reclassification,  Senitot. 
This  has  come  up  since  we  discovered  it  at  New  York,  and  it  «s 
thought  best  that  I  come  down  here  and  present  it  at  this  tiuie. 

Senator  Smoot.  The  House  has  given  you  the  same  differential- 
the  figure  given  you  in  the  Underwood  bill  ? 

Mr.  TuTHiLL.  The  House  gave  us  for  two  yeai^s  a  larger  figure. 

Senator  Smoot.  No ;  I  mean  in  this  bill,  tlie  pending  bill.  Thit 
has  given  an  increase  over  the  zinz  in  blocks  and  pigs  and  zinc  dus 
when  manufactured  into  blocks,  pigs,  and  slabs.  It  provides  a  dif- 
ferential of  five-eighths  of  a  cent  per  pound. 

Mr.  TuTHirx.  That  is  correct,  sir;  yes,  sir. 

Senator  Smoot.  That  is  the  same  as  the  Payne- Aldrich  bill! 

Mr.  TuTHiLL.  The  Payne-Aldrich  bill  allowed  1  cent,  sir,  on  zia" 
oxide,  dry.  But  on  the  same  theory,  in  making  slab  zinc  you  follow 
the  same  course  as  you  follow  in  making  zinc  oxide,  except  that  ok 
is  produced  in  the  presence  of  oxygen  and  the  other  is  produceJ  ii 
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le  absence  of  oxygen,  and  we  feel  that  we  are  entitled  to  a  commen- 
irate  inereaoe. 
Senator  Smoot  (reading  from  the  bill) : 

Zinc  oxMe  and  leaded  ziac  oxides  containing  not  luore  than  25  per  centum  of 
ad,  In  any  form  of  dry  powder,  IJ  cents  per  pouml ;  ground  in  or  mixed  with 
II  or  water,  2  cents 'per  pound. 

It  will  come  in.  They  can  get  it  in  for  1^  cents  and  mix  it  with 
tie  oil  here. 

Mr.  TtTTHiiiL.  One  and  a  half  will  be  tiie  maximum  rate  as  we 
ievsr  it,  Senator  Smoot. 
Senator  Smoctf.  You  mean  on  the  dry  ? 
Mr.  TtrpHiLL.  Yes,  sir. 

Senator  Smoot.  And  that  is  the  way  it  would  come  in  ? 
Mr.  TuTHiLL.  Yes,  sir. 

Senator  Smoot.  That  is  rust  what  the  Underwood 'bUl  allowed  you. 

Mr.  TuTHiLL.  But  that  brings  up  a  question  I  did  not  want  to  in- 
enect  kere  at  this  time. 

There  was  a  change  in  the  bill  just  before  it  passed  the  House, 
rhe  ore  interests  changed  two-year  rates  to  a  rate  for  the  life  of  the 
)ill,  blindly  overlooking  the  fact  that  if  thev  did  not  change  over  the 
dab  zinc  at  the  end  of  two  years  there  would  be  no  market  for  their 
>Te^  because  we  would  be  competing'  with  foreign  slab  einc. 

That  matter  will  come  up  when  we  present  our  brief  on  the  einc 
schedule  in  general. 

Senator  Smoot.  That  is  paragraph  391  ? 

Mr.  TtrrHtu^.  Yes,  sir.  That  is  the  reason  I  made  that  slight 
reference  to  it.    It  is  most  inequitable,  as  we  view  it. 

Senator  Watsox.  You  are  here,  then,  to  simj^  talk  about  a  change 
in  classification? 

Mr.  TmrHUiL.  A  chaoige  in  dassification,  and  to  apply  the  rule  to 
zinc  that  you  apply  to  lead. 

Senator  Smoot.  What  objeotkms  do  you  have  now  to  the  zinc 
oxide,  dry,  1|  cents  per  pound  ? 

Mr.  Tdthq^  We  feel  that  it  should  be  the  same  as  the  slab  zinc. 
We  fieel  that  it  should  be  at  least  2  cents  a  pound,  sir. 

ScaMtor  MgCumber.  Is  that  all  ? 

Mr.  TuTHnx.  Yes,  sir. 

Senator  Smoot.  Slab  zinc  is  2  cents  a  pound. 

Mr.  TtjTHiLL.  For  two  years ;  but  that  ({uestion  will  be  opened  up 
quite  widely,  sir,  when  we  appear  on  the  zinc  schedule  in  general. 

Senator  McCttmbek.  Is  Mr.  Stone  here? 

(No  response.) 

Is  Mr.  W.  Y.  I^reyer  present  ? 

Mr.  Prbter.  Senator,  I  would  like  to  introduce  the  president  and 
general  manager  of  our  company  to  state  our  case,  Mr.  Richardson. 

Senator  McOdmber.  Very  well. 

STATEMEirT  OF  HE.  H.  S.  BICHABSSOIT,  KEPBESEIiTING  THE 
VICE  eHEHICAL  CO.,  GREENSBOBO,  IT.  C,  AITD  OTHEBS. 

"^      tor/  Give  your  name  and  business  and  whom  you 

i 

ame  is  H.  S.  Richardson,  representing  the 
reensboro,  N.  C.  I  am  also  representing 
Buffalo,  N.  Y.,  and  Wichita,  Kans. ;  the 
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Musterole  Co.,  Cleveland,  Ohio ;  the  Brame  Drug  Co.,  North  W:;*— 
boro,  N.  C;  E.  W.  Vacher  &  Co.,  New  Orleans,  La.;  and  other  L"*-* 
of  menthol. 

'  I  want  to  speak  on  the  menthol  section,  paragraph  4S  of  •  • 
bill,  which  provides  for  a  25  per  cent  ad  valorem^  duty  on  meM! 
It  also  refers  to  camphor ;  but  the  duty  on  campHor  is  satisf t<i<  " 
We  are  also  users  of  camphor. 

When  this  bill  was  in  the  House  Ways  and  Means  Conunhtr^  • 
carried  a  25  per  cent  ad  valorem  duty  on  both  camphor  and  mem. 
We  did  not  know  of  this,  and  did  not  have  an  opportunity  to  pna*: 
our  case  before  the  House  committee.     The  camphor  *peo|»it 
present  their  case,  and  their  duty  was  removed  from  the  ad  va^.-v: 
and  placed  on  the  specific  at  6  cents  a  pound.    I  think  that  thf  •■:  ' 
reason  that  menthol  was  not  put  there  also  was  that  the  matter  » 
not  brought  to  the  attention  of  the  House. 

Senator  McCumber.  What  do  you  want  on  menthol? 

Mr.  Richardson.  I  want  to  place  two  propositions  before  you.  T  • 
first  is  that  menthol  should  be  classified  as  duty  free,  since  ii  .-  ■ 
medicine  used  exclusively  for  medicines  and  not  produced  in  : 
country!    Hence,  any  duty  affords  protection  to  no  American  mi: . 
facturers. 

Secondly,  if  you  gentlemen  decide  that  you  have  to  place  a  dut}  ■  * 
menthol,  I  want  to  urge  that  you  put  a  specific  duty  upon  it  v 
not  an  ad  valorem  duty,  and  particularly  that  you  do  not  use  .Vn?" 
can  valuation. 

Senator  McCtjmber.  Is  there  none  manufactured  in  the  rL.!- 
States  ? 

Mr.  Richardson.  Not  a  pound,  sir. 

Senator  Smoot.  What  do  you  want  on  menthol  ? 

Mr.  Richardson.  We  want  it  free,  sir.    If  vou  gentlemen  r*^ 
revenue  and  have  to  have  the  revenue,  we  would  like  to  urge  that  ^ 
place  a  specific  duty  on  it,  for  reasons  which  I  will  proceed  to  p'*** 

I  am  assuming  now,  first,  that  it  should  be  free,  Mr.  tluinr«i" 
because  I  assume  that  it  is  not  the  intention  of  Congress  t**  i;' 
medicines — to  put  a  tax  on  the  sick.  I  assume  that  because  you  l^i  - 
on  the  tax-free  list  such  things  as  ipecac,  jalap,  nux  vomica,  quit.:- 
iodine,  and  so  on. 

In  referring  to  Tariff  Information  Survey  A-10, 1  want  to  pr. 
these  things,  first,  that  menthol  is  used  exclusively  for  mediat*- 
second,  that  it  is  not  produced  in  the  United  States.    Mentha -i 
produced  entirely  in  Japan.   It  is  a  snow-white  crystal  protluced  -  " 
the  oil  of  i>eppermint.    It  is  produced  by  refining  compani^  in  Ji: »" 
who  are  controlled  by  three  or  four  big  importing  concerns. 

Senator  La  Follktte.  Has  it  never  been  produced  here? 

Mr.  Richardson.  It  was,  to  the  amount  of  a  few  poundis  «t  • ' 

time  by .     I  have  a  letter  from  them  stating  that  the}  L» 

no  information  that  it  has  been  produced  here  since  \9^^.    It  t 
possible  to  produce  it  from  the  American  peppermint  oil. 

Senator  Watson.  That  is  because  the  American  oil  has  l<fr* 
peppermint  in  it  than  the  Japanese  oil  ? 

Mr.  RiCHAiu)soN.  It  has  about  50  per  cent  peppermint  oMit":* 
whereas  the  Japanese  oil  has  about  80  per  cent.    The  Japtw* 
can  be  produced  by  simply  freezing  the  peppermint  oil.    Tne  An-'* 
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an  oil  is  very  delicately  flavored  and  has  a  very  high  market  price, 
ncl  is  used  exclusively  for  flavoring.  Chewing  gums  use  a  great 
leal  of  it. 

Senator  Simmons.  The  American  oil  is  used  for  a  diflferent  pur- 
)Ose  altogether? 
^Ir.  Richardson.  Yes,  sir.  We  sent  a  man  recently  to  Japan  at  a 
ery  high  expense,  a  man  who  spoke  the  Japanese  language  and 
^ho  tried  to  find  out  some  way  of  getting  the  plants  over  here.  He 
ipent  a  year  over  there  and  he  did  not  get  a  "look-in "  into  a  Jap- 
mese  refining  plant.  He  was  only  able  to  smuggle  out  one  of  the 
lapanese  plants,  and  they  fumigated  that  so  much  at  the  custom- 
louse  that  it  died.  It  is  controlled  bv  a  very  close  corporation  that 
:*c)nsists  of  four  big  firms.  Mitsui,  tor  instance,  has  a  tremendous 
Dffice  in  Xew  York  with  a  room  set  aside  for  the  Japanese  ambassa- 
:lor.  The  clerks  and  stenographer  are  American,  but  the  main 
offices  are  held  by  the  Japanese.  We  can  not  deal  direct  with  those 
companies.  They  have  about  10  speculators  or  New  York  brokers 
who  handle  menthol  for  them  and  we  have  to  deal  through  them. 
Tlie  price  is  so  speculative  that  it  jumped  from  $3.50  a  pound  to 
$4.3.5  on  the  news  that  this  25  per  cent  ad  valorem  duty  was  possibly 
going  to  be  imposed. 

The  price  varies.  It  jumped,  according  to  booklet  A-10  of  the 
Tariff  Information  Surveys,  from  $3.15  to  $12.50  in  12  months.  I 
tell  you  that  to  show  you  how  speculative  it  is. 

Senator  McCumber.  Was  that  due  to  the  war? 

Mr.  Richardson.  No,  sir ;  it  was  due,  in  part,  to  the  demand  caused 
by  the  influenza  epidemic. 

Senator  Watson.  What  specific  duty  do  you  recommend  ? 

Mr.  Richardson.  If  you  have  to  have  a  duty  at  all,  not  more  than 
25  cents  a  pound. 

Senator  Simmons.  That  would  be  a  pretty  high  duty,  would  it  not? 

Mr.  Richardson.  Twenty-five  cents  a  pound?  It  would  be  a  stiff 
duty;  yes,  sir. 

Senator  Watson.  Would  that  bring  in  revenue  without  interfering 
^vith  imports? 

Mr.  Richardson.  I  think  it  would,  sir.  Booklet  A-10  states  that 
the  duty  from  1910  to  1913  was  25  per  cent  ad  valorem,  and  when 
that  dutv  was  taken  off  and  a  specific  duty  was  put  on  the  imports 
increasecl  greatly.  They  averaged  43,000  pounds  during  the  period 
of  1910  to  1913,  and  then  jumped,  in  1914  to  1918,  to  about  145,000 
pounds. 

Senator  Sutheri^\nd.  Was  not  that  due  to  war  conditions  ? 

Mr.  Richardson.  A  great  deal  of  it  was  due  to  the  influenza  epi- 
demic.   The  greatest  imports  were  in  1919,  243,000  pounds. 

Gentlemen,  menthol  is  used  exclusively  as  medicine 

Senator  Smoot.  What  is  menthol  worth  to-day? 

Mr.  Richardson.  About  $4.35  is  its  spot  price  to-day.  It  was 
$3.50. 

Senator  Smoot.  That  is  a  little  over  4  per  cent? 

Mr.  Richardson.  Yes,  sir.  The  normal  price  of  it  is  about  $3.  It 
"w^ent  at  one  time  to  $12.50,  last  January. 

Menthol  is  being  widely  and  extensively  used  and  increasingly 
wsed.    We  have  not  known  the  uses  of  the  drug  very  long;  and  in 
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1908  only  20,000  pounds  came  into  this  country.  It  is  widely  ofiedk 
making  cough  syrups,  cough  drops,  menthol  sprays,  imd  moUlK.' 
solutions,  and  it  has  a  very  antiseptic  and  anesthetic  influence  •■:: 
affections  of  the  upper  respiratory  tract.  It  is  used  also  in  tubercdov  Iv 
treatments  in  Asheville  widely.  |l 

To  give  an  illustration  of  how  its  use  has  grown,  20  years  agoif 
father,  who  was  a  druggist  in  North  Carolina,  became  interaiaii 
this  drug,  and  he  found  a  way  of  combining  it  in  a  salve  form  sotti 
when  the  salve  was  applied  to  the  body  the  heat  of  the  body  rekmi  lit 
the  volatile  contents.  It  acted  as  a  vapor  lamj)  in  salve  form.  To4f  |> 
we  sell  about  17,000,000  jars  a  year.  The  business  runs  over  thneff 
four  million  dollars  a  year.  We  have  about  2,000  wholesalers  ol 
00,000  retail  distributors;  and  there  are  other  companies,  suchiBtti 
Mentholatum  Co.  and  the  Musterole  Co.,  who  have  a  very  large  & 
tribution  also. 

Senator  Simmons.  It  is  used  altogether  for  external  applicaiio&l 

Mr.  EicHABDsoN.  Yes,  sir. 

Senator  La  Follettb.  It  is  a  very  common  remedy  for  cdds  andis- 
fluenza,  is  it  not  ? 

Mr.  Richardson.  It  is.  In  addition,  there  axe  300  manufactuRB 
who  make  preparations  of  menthol,  and  then  there  are  50,000  divf 
gists  who  use  it  for  their  cough  syrups  and  menthol  inhalers  m 
sprays.  Outside  of  quinine  and  calomel  it  has  grown  to  be  one  of  tk 
commonest  used  drugs. 

Senator  Simmons.  It  is  a  staple  sort  of  a  remedy  that  the  peopk 
use  without  having  prescriptions  ? 

Mr.  Richardson.  Yes,  sir;  and  a  great  deal  is  used  in  prescriptidi 
work  also. 

Senator  Simaions.  As  I  understand  it,  it  is  used  very  extensndy 
without  prescriptions,  and  it  is  used  very  extensively  by  poor  peopk 
I  presume  ? 

Mr.  Richardson.  Yes,  sir.  In  making  17,000,000  jars,  of  course,  we 
can  put  a  jar  in  the  smallest  hut  in  the  outlying  coves  in  the  country 
districts  everywhere  at  a  very  low  cost. 

If  you  do  not  tax  auinine  and  iodine  and  asafetida  and  aloes.  whT 
should  you  tax  mentnol?  Why  put  a  duty  on  menthol  at  alH  It 
just  got  in  in  1008  by  mistake,  t  think,  because  there  were  only  20.000 
pounds  imported  at  that  time.  Camphor  and  menthol  were  lumped 
together,  because  they  are  somewhat  similar  products,  but  there  is 
no  reason  for  puttino^  a  duty  on  menthol  at  this  time  except  for 
revenue  purposes.  If  you  gentlemen  wish  it  for  revenue,  I  want  yoa 
not  to  tax  it  on  an  ad  valorem  basis. 

The  reason  for  that  is  this :  That  a  specific  duty  increases  the  im- 
ports.   You  will  get  more  money  with  a  specific  duty. 

Senator  Simmons.  Do  you  not  think  that  about  the  last  thing  ^f 
ought  to  tax  for  revenue  is  a  medicine  ? 

Senator  La  Folt.ette.  A  common  medicine. 

Mr.  Rtchakdson.  I  certainly  am  of  that  opinion,  Senator. 

Senator  Smoot.  When  was  menthol  ever  on  the  free  list?  ^ou 
said  it  was  on  the  free  list. 

Mr.  Richardson.  No,  sir;  it  never  was  on  the  free  list.  I  think  it 
was  put  on  by  mistako.  No  one  imported  it  back  in  1908.  There  were 
only  a  few  thousand  pounds  imported  into  this  country.  The  uses  of 
it  had  not  become  known. 
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Senator  Ija  Follette.  It  was  not  mentioned  in  the  tariff? 

Mr.  I?  JCxiARDSON.  It  was  mentioned  along  with  other  preparations 

ith  a  25  per  cent  ad  valorem  duty. 

Senator  I/a  Follette.  For  the  first  time  in  1908  ? 

Mr.  Richardson.  Yes,  sir;  and  then  in  1913  that  was  changed  to 

specific  duty  of  50  cents  a  pound.    That  is  what  it  has  been  paying 

}  to  date. 
Senator  Smoot.  That  is,  in  the  Underwood- Simmons  bill. 

Mr.  Richardson.  Yes,  sir. 

Senator    Sutherland.  You  say  the  importations  increased  very 

j-gely  even  with  that  duty? 
Senator*  Simmons.  It  ffot  in  there  by  mistake.    Now  that  we  are 

rilightened,  we  migrht  tiike  it  out. 

Senator  Smoot.  Now  that  you  sit  on  the  other  side  of  the  table. 
Senator  Simmons.  I  never  heard  of  it  before.    I  did  not  know  how 

:  got  in.     But,  Senator  Smoot,  I  will  say  that  my  position  upon  the 

loor  was  consistently  against  taxing  medicines. 
Senator  Smoot.  But  you  did  not  have  very  much  influence  with 

he  bill. 
Senator  Simmons.  Maybe  so.    I  happened  to  have  more  than  you 

Ud  at  that  time. 
Senator  Smoot.  Yes;  but  I  did  not  profess  that. 
Mr.  Richardson.  The  whole  duty  that  the  Government  got  out 

it  the  thing   from  the  period  from   1913  to  1918  averaged  only 

^4.000  a  year.     You  are  not  getting  much  money  out  of  this  duty. 

.Ve  have  only  imported  in  six  months  of  this  year  50.000  pounds. 

That  would  be  a  duty  of  about  $50,000  for  an  importation  of  100,000 
)ounds.  I  think  you  will  ruin  this  business  if  you  put  an  ad  valorem 
luty  on  it.  This  one  company  has  paid  over  a  million  dollars  in 
axes  to  the  Government  in  the  last  four  years.  You  do  not  want 
0  kiU  the  goose  that  lays  the  golden  egg.  This  is  so  speculative 
hat  if  I  should  go  to  New  York  and  it  becomes  known  that  I  am  in 
he  town,  or  Mr.  Miller,  of  the  Musterole  Co.,  the  price  would  go  up. 
The  whole  amount  of  the  crop  has  never  been  over  500,000  pounds 
produced  in  Japan,  so  that  it  could  easily  be  controlled,  and  it  is 
ontroUed. 
We  went  into  the  market  one  morning  to  buy  menthol.  We  had 
irranged  to  buy  it  quickly  and  secretly,  and  it  jumped  from  $8  a 
5ouna  at  10  o'clock  in  the  morning  to  $9.60  at  12  o'clock.  We  were 
)uying  it  just  as  fast  as  we  could  get  it. 

Senator  McLean.  You  mix  menthol  with  vaseline  or  something  of 
:he  kind? 
Mr.  Kichakdson.  Yes,  sir. 

Senator  MoLean.  The  percentage  of  menthol  is  very  small  ? 
Mr.  Kichardson.  The  menthol  is  37  per  cent  of  the  ingredient  cost. 
We  use  menthol,  camphor,  and  other  volatile  oils,  such  as  thyme  and 
eucalyptus.    There  is  a  tax  on  a  few  of  those  oils  to  which  we  do  not 
object      '^^  '^his  country,  but  there  is  not  a  poimd  of 

^^^^^  ^  be  of  any  advantage  to  any  American 

2^^"  range  of  prices  during  the  year  if  it 

^^^  TouTd  be  a  600  per  cent  increase  even 

^*  ^ge  quantities.    The  price  is  known 

^^  ^  ery  month.   If  an  ad  valorem  duty 
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goes  on  we  will  have  to  put  the  highest  price  possible  on  our  gw^-« 
take  care  of  the  duty. 

Senator  Jones.  What  price  do  you  put  on  your  goods  now  i 

Mr.  Richardson.  It  depends  on  competion.     We  have  127  ditff • 
preparations  which  compete  with  ours. 

Senator  Jones.  All  of  them  use  menthol? 

Mr.  Richardson.  Yes,  sir. 

Senator  Jones.  And  they  would  all  pay  the  same  price,  ^ 
they  ? 

Mr.  Richardson.  Yes,  sir. 

Senator  Jones.  Then,  would  it  make  any  difference  to  ydh,    • 
matter  of  competition,  whether  you  had  one  rate  of  duty  or  aL  ^ 
on  your  menthol  ? 

Mr.  Richardson.  The  question  would  be  whether  we  couM  a 
what  the  rate  of  duty  was  going  to  be  in  a  speculative  arii«  W  : 
jumps  from  $3  to  $12  a  pound.    An  ad  valorem  duty  at  2.^  jvr   • 
on  $3  would  be  only  50  cents,  but  on  the  $12  it  would  1h?  n'*.    ■ 
would  not  know  what  to  make  our  price  for  the  year. 

Senator  Smoot.  The  speculative  price  was  during  war  timt?. 

Mr.  Richardson.  No,  sir ;  it  runs  all  the  time. 

Senator  Sutherland.  Would  not  that  tend  to  equalize  the  pn*  ■ 

Mr.  Richardson.  W^hat  do  you  mean? 

Senator  Sutherland.  You  would  not  put  on  such  a  high  |  ■ 
owing  to  the  ad  valorem  duty 

Mr.  Richardson.  You  mean  the  Japanese  producers  of  menili*- 

Senator  Sutherland.  Yes. 

Mr.  Richardson.  Well,  sir,  their  general  polic}'  is  to  get  all  i 
can. 

Senator  La  Follette.  You  can  not  obtain  it  from  any  other  s»u- 
can  you? 

Mr.  Richardson.  No,  sir. 

Senator  Walsh.  They  would  be  able  to  fix  American  valufttiMn— 

Mr.  Richardson.  If  you  had  American  valuation,  it  wt)ul«i  " 
plumb  ruin  us,"  as  the  fellow  said.    There  are  only  five  or  riv 
dred  cases  held  in  this  country,  and  sometimes  only  two  t»r  : 
hundred  held  by  two  or  three  men.    They  could  raise  the  pi.*  — 
fictitious  sales  between  themselves. 

Senator  S»ioot.  What  were  your  total  sales? 

Mr.  Richardson.  Of  drugs? 

Senator  Smoot.  Of  your  drugs  in  which  mentliol  is  u<etl. 

ilr.  Richardson.  Oh,  I  should  say  nine  or  ten  million  dolh:- 

Senator  Smoot.  How  much  mentliol  did  you  buy  last  yearf 

Mr.  Richardson.  That  is  a  thing  that  we  keep  a  very  *  Kt<*- ?» 
Senator,  for  the  reason  that  it  is  the  only  protection  we  have  i;.. 

speculators. 

Senator  Smoot.  How  much  of  the  total  importations  of  nit»n:' 
purchased  in  the  United  States? 

ilr.  Richardson.  Last  vear  it  was  243,000  pounds. 

Senator  Smoot.  $GOO,odO. 

Mr.  RiciiAiu)SON.  More  than  that.    About  one  and  a  half  mi 

dollars. 


to 


Senator  Smoot.  So  about  8  per  cent  of  your  total  "^jalts  tin-"* 
all  of  the  menthol  that  was  being  imported  into  the  Tniteii  Si'- 


TARIFF CHEMICAL  SCHEDULE.  1083 

Mr.  KicHARDsox.  Eight  per  cent  of  our  total  sales  ? 
Senator  Smoot.  Yes. 
Mr.   EicHARDSON.  Yes,  sir. 

Senator  Smoot.  Do  you  think  that  if  there  were  a  25  per  cent 
Lity  on  menthol  the  consumer  of  your  goods  would  buy  a  penny  less  ? 
Mr.  KiCHARDSOx.  They  would  buy  much  less,  for  this  reason:  We 
oiilcl  have  to  put  at  least  a  20  to  30  j>er  cent  higher  price  on  it. 
>ur  ^oods  sell  for  35  cents  a  package  now.  If  we  had  a  26  per  cent 
;1  valorem  duty  we  would  haA'e  to  make  it  about  50  cents  a  package. 
Senator  Smoot.  Why? 

ilr.  Richardson.  On  account  of  the  fact  that  we  might  have  to 
uy  §n12  or  $15  for  menthol  plus  a  25  per  cent  tax.    Do  you  see,  sir? 

Senator  Smoot.  Xo;  I  can  not  figure  it  that  way — only  on  goods 
'here  a  price  is  fixed  for  a  big  profit. 
^Ir.  Eichardson.  I  do  not  think  I  quite  catch  your  point,  Senator. 
Senator  Smoot.  If  you  bought  every  pound  of  menthol  that  comes 

nto  the  United  States,  which  you  do  not  do 

^Ir.  Richardson.  No,  sir. 

Senator  Smoot.  How  much  of  it  do  you  buy  ? 

!Mr.  Eichardson.  About  10  per  cent  of  it. 

Senator  Smoot.  Therefore  the  whole  thing  would  be  $150,000. 
iToii  do  not  purchase  more  than  $150,000  worth  of  menthol,  do  you? 

Air.  Eichardson.  I  would  not  say  that.  I  should  say  it  would 
•un  more  than  that.    It  runs  up  to  $250,000. 

Senator  Smoot.  That  $150,000  worth  goes  into  goods  which  you 
sell  for  $10,000,0002 

Mr.  Eichardson.  Xo,  sir.  My  personal  sales  of  the  $150,000  that 
vou  are  speaking  of  would  amount  from  my  company — we  would 
sell  anywhere  from  two  to  four  milHon  dollars'  worth. 

Senator  Smoot.  I  asked  you  about  that,  and  you  said  $10,000,000. 

Mr.  Eichardson.  That  is  the  whole  thing. 

Senator  Smoot.  About  $4,000,000,  you  say  ? 

Mr.  Eichardson.  From  two  to  four  million. 

Senator  Smoot.  That  would  be  $150,000  on  three  million.  That 
would  be  5  per  cent. 

Senator  McLean.  Thirty-three  and  a  third  per  cent 

Senator  Smoot.  I  am  getting  at  his  figures.  That  is  5  per  cent, 
is  it  not  ? 

Mr.  Eichardson.  Yes,  sir. 

Senator  Smoot.  Because  we  put  on  a  25  per  cent  ad  valorem  duty 
you  are  talking  about  raising  the  price  35  per  cent  on  the  cost  of 
your  goods. 

Mr.  Eichardson.  That  figure  might  be  higher.  I  have  not  figured 
it  out. 

Senator  Smoot.  In  other  words,  5  per  cent  is  all  that  it  could  pos- 
sil)ly  be  if  you  put  it  in  all  of  your  goods? . 

Mr.  Eichardson.  Xo,  sir;  that  is  not  all  of  it  by  any  manner  of 
means. 

Senator  Smoot.  It  is  all  that  there  is  in  what  you  pay  for  your 
menthol  ? 

Mr.  Eichardson.  That  was  based  on  an  average  price  of  $3.  If 
you  used  a  $12  price,  that  we  will  possibly  have  to  pay 

Senator  Smoot.  Possibly;  but  how  often  have  you  ever  had  to 
pay  it  ? 
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Mr.  EiCHABDSON.  We  paid  in  1919  $9.50. 

Senator  Smoot.  I  will  take  you  back  for  a  few  years  and  see  wL** 
the  importations  were,  because  that  is  the  highest  you  have  had  !*•' 
number  of  years.    So  you  either  have  not  used  as  much  when  %• 
paid  the  $12  a  pound,  or  else  the  price  of  it  was  not  $12  a  pi-^f- 
very  long. 

Mr.  Richardson.  The  price  has  never  been  over  any  great  ptr,  ■ 
$12  a  pound ;  no. 

Senator  Smoot.  The  highest  amount  of  importations  was$l^>«'  ■■ 
worth. 

Senator  Sutherland.  What  is  the  capitalization  of  your  »it 
pany? 

Mr.  KiCHARDSON.  About  $3,000,000. 

Senator  Sutherland.  What  dividends  have  you  paid  t 

Mr.  Richardson.  We  have  not  paid  a  dividend  in  four  years. 

Senator  Sutherland.  Stock  dividend  or  cash  dividend? 

Mr.  Richardson.  None. 

Senator  Smoot.  What  have  been  your  gains? 

Mr.  Richardson.  Our  gains  have  been  about  8  per  cent  on  t  « 
sales. 

Senator  Smoot.  On  the  sales? 

Mr.  Richardson.  On  the  sales ;  yes,  sir. 

Senator  Smoot.  On  $4,000,000  ? '  That  is  $320,000. 

Mr.  Richardson.  Yes,  sir. 

Senator  Smoot.  That  is  over  10  per  cent. 

Mr.  Richardson.  Unfortunatelv,  we  never  capitalized  our  r**- 
will,  so  that  our  taxes  have  ranged  on  a  pretty  high  basis.  We  luf- 
paid  a  very  high  per  cent  of  our  total  profits.  'Hie  remainder  wrr: 
into  new  extensions  and  new  plants.  It  is  unfortunate  that  we  Lat^ 
not  been  able  to  draw  out  any  dividends. 

Senator  McLean.  You  paid  $150,000  for  your  menthoL  Tbii  • 
33^  per  cent  of  your  total  cost? 

Mr.  Rich^vrdson.  Mr.  Preyer  tells  me  that  my  figures  on  toUl  ^' 
sumption  of  menthol  are  wrong;  that  we  bought  in  1919  about  %  hi : 
million  dollars'  worth. 

But  the  point  I  am  trying  to  make,  gentlemen,  is  that  reganiie^ 
of  the  duty  you  put  on  menthol,  do  not  put  an  ad  valorem  dnn  • 
it  which  increases  the  speculation  in  the  article.  I  can  not  fell  wh: 
my  price  for  any  one  month  is  going  to  be  if  I  do  not  knov  wb: 
the  duty  is  going  to  be.  It  simply  helps  the  speculator.  He  jum^'. 
the  price  on  receipt  of  the  news  that  this  duty  was  going  to  k  r* 
per  cent  ad  valorem.  The  price  jumped  from  $3,50  to  $4.35,  It  •* 
the  latter  price  to-day. 

Senator  Watson.  Does  the  production  stay  at  the  same  point  ? 

Mr.  Richardson.  No,  sir ;  it  varies. 

Senator  Watson.  Then  the  price  would  vary,  anyhow,  would  i 
not  ? 

Mr.  Richardson.  It  varies  according  to  the  demand  in  thi5  o«k 
try.    We  have  never  been  able  to  get  any  reliable  fignr«B. 

Senator  Smoot.  You  say  it  is  controlled? 

Mr.  Richardson.  Yes,  sir;  by  three  or  four  big  Japanese  bousR^. 

Senator  Smoot.  If  they  asked  you  $12  you  would  have  to  paj  ii' 

Mr.  Richardson.  No,  sir;  here  Is  the  way  we  protect  oumlv«»,af ' 
the  only  way.    We  carry  about  a  year  ami  a  hairs  supply  all  tfct 


TARIFF — CHEMICAL  SCHEDULE.  1085 

me.  We  remain  out  of  the  market  whenever  it  seems  strong,  and 
e  tell  them  we  have  got  a  lot  of  stuff  and  we  are  not  going  to  buy 
ny  more.  Eventually  the  price  slips  down  and  some  weak  holders 
ix>p  out  and  we  buy  a  little. 

Senator  Jones.  I^  not  this  an  explanation  of  the  discrepancy  in 
our  figures  and  those  which  Senator  Smoot  has  presented?  His 
jnires  are  doubtless  gotten  from  the  iifiport  price,  and  your  figures 
re  gotten  from  prices  which  you  have  had  to  pay  to  the  importer 
1  this  country,  and  would  they  not  indicate  that  there  is  a  vast  profit 
lade  by  the  importer? 

^Ir.  KicHARDSON.  There  are  10  or  15  diflferent  New  York  finns 
bat  live  on  that  one  business,  and  they  live  well  on  it. 
Senator  Smoot.  They  are  the  agents  of  the  company ;  that  is  all. 
Senator  Jones.  It  would  indicate  that  those  agents  manipulate 
he  price  in  this  country  to  suit  themselves.    Mr.  Eichardson  is  giv- 
n^  what  he  has  to  pay. 

3fr.  Richardson.  What  we  pay  is  not  miich  worse  than  what  the 
;peculators  pay.  I  have  known  them  to  buy  it  at  $5  and  shoot  it  up 
o  $9.  Regardless  of  the  price  that  it  costs  us,  we  have  to  keep  the 
Iruggists  supplied  with  our  goods,  regardless  of  the  cost  of  the  in- 
rrefients. 

Senator  Jones.  The  point  that  occui-s  to  me  is  this:  These  im- 
porters get  it  at  what  appears  to  be  a  nominal  price,  and  they  simply 
:'harge  you  and  other  users  all  that  they  can  get. 

Mr.  Richardson.  Yes,  sir. 

Senator  Jones.  If  that  be  so,  would  the  putting  of  this  duty  on  it 
affect  the  price  which  you  would  have  to  pay? 

Mr.  Richardson.  A  specific  duty  would  not,  because  that  is  so  much 
a  pound.  That  would  not  affect  the  price  we  would  have  to  pay.  I 
would  have  to  add  that  onto  the  speculator's  price. 

Senator  Jones.  Do  you  think  the  speculator  would  add  it  on  ?  Do 
you  not  think  the  speculator  is  adding  on  a  whole  lot  now  ? 

Mr.  Richardson.  He  adds  on  everything  he  can  get  on. 

Senator  Simmons.  That  would  not  affect  the  amount  he  would 
have  to  pay  if  there  was  a  specific  duty. 

Senator  Jones.  I  understand ;  -but  whether  the  duty  is  specific  or 
ad  valorem,  these  agents  are  in  this  country  and  they  charge  you 
whatever  they  want  to  charge  you. 

Mr.  Preter.  That  is  the  danger  of  an  ad  valorem  duty. 

Mr.  Richardson.  That  is  true.  The  ad  valorem  duty  simply  in- 
creases the  element  of  speculation.  It  always  increases  the  element  of 
speculation.  It  takes  90  days  to  get  these  goods  from  Japan,  and 
during  that  period  the  goods  which  they  have  gotten  in  this  country 
at  a  low  figure,  if  the  ad  valorem  duty  is  put  on,  together  with  the 
American  valuation,  will  be  sufficiently  raised  in  price.  When  your 
iroods  come  in  from  Japan  you  have  to  pay  on  a  higher  valuation. 

Senator  Jones.  I  understand  that  you  have  to  get  all  your  com- 
modities from  these  people  here,  these  importers.  You  do  not  buy 
direct  from  Japan,  do  you  ? 

Mr.  Richardson.  We  place  two  different  kinds  of  orders.  We 
order  through  these  speculators.  Some  are  what  we  call  Japanese 
orders,  which  are  placed  in  Japan  siz  months  ahead  of  time  for 
the  new  crop,  giving  the  Japanese  three  months'  option  when  to 
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ship,  and  the  other  is  what  we  call  spot  jroods.  If  we  ne^l  t  •■ 
immediately,  we  have  to  go  to  New  York  and  buy  them  on  thr  r  i- 
ket.    They  have  already  come  in  and  have  already  pai<l  dntr. 

Senator  Smoot.  If  you  find  that  you  need  more  thiin  yoi- 
placed  your  order  for? 

Mr.  KicHARDSox.  Yes,  sir. 

Senator  Jones.  Then  it  would  practically  prohibit  you  tram  r... 
mg  those  Japanese  contracts  based  on  American  valuation  f 

Air.  Richardson.  I  think  so;  yes,  sir.    It  will  also  a^ffect  e\fn  •■ 
tailer  that  puts  up  a  prescription  for  cough  sirup  or  mentbf! 
halers.    It  will  aflPect  every  prescription  that  has  the  dmp  in  .i  • 
cause  the  retail  druggist  buys  in  small  lots.    It  is  a  very  t\\*'- 
product 

senator  Smoot.  He  makes  a  large  profit,  too. 

Senator  Watson.  We  have  got  his  viewpoint,  have  we  nu.  v 
Chairman? 

Senator  McLean.  Have  you  ever  tried  to  make  s^Tithetic  roeni) 

Mr.  Richardson.  Synthetic  camphor  has  been  made.     SynCy 
menthol  has  never  been  made. 

Senator  McLean.  You  do  not  consider  it  impossible  f 

Mr.  Richardson.  I  do  not  know.    It  has  never  been  done.   Ir  'i 
it  is  impossible.    I  know  of  no  one  who  has  ever  tried  it. 

I  want  to  say  this,  that  camphor  should  not  be  taxeil.  aini  I 
not  see  why  menthol  should  be  taxed  at  a  higher  rate  than  rtmr.   • 
is.    The  average  price  of  jjamphor  has  been  $1.70,  and  the  tix  '  - 
been  5  cents  per  pound,  about  4  per  cent,  whereas  menthol  hM>  ^»* 
taxed  at  a  rate  anywhere  from  16|j  to  25  per  cent,  varying  wi!^  : 
price. 

If  you  do  put  an  ad  valorem  duty  on  menthol,  gentlemeiu  ptt 
on  at  about  the  same  rate  that  camphor  bears  now — 6  ceut*  «»r  ■ 
average  valuation  of  70  cents,  which  is  about  8  per  cent.    I  tl  •  • 
we  could  stand  that ;  but  I  want  to  say  once  more  that  I  do  w<  "^ 
why,  if  you  let  in  the  other  standard  drugs,  menthol  should  Iv  • 
on  the  dutiable  list. 

We  have  never  made  this  protest  before  because  I  do  wK  th  •  i 
we  ever  had  an  opportunity.    This  is  the  first  time  I  ever  tppr«r 
before  you  gentlemen. 

I  want  to  say  that  I  appreciate  the  courtesv  of  this  he«riii|r- 

(The  witness  submitted  a  brief,  which  is  Ihere  printed  in  M« 
follows:) 

A  Pkotf^st  Ar.AiNsT  a  Dx'ty  on  Mcnthoi.. 

(By  H.  S.  Richardson,  preHident  and  general  manager  of  the  Vlrk  i*h«*micil  i**    ■    ■" 
boro,  N.  C. ;  representing  also  the  Mentholatiim  Co.,  of  BuflTalo.  N.   Y .  a»A  ■  * 
KanH. ;   the  Miisterole  To.,  Heveland,  Ohio;   the  Rrame  Druir  <'o..   NorUi  W.*- 
N.  C. ;  E.  W.  Vaeher  &  Co.,  New  Orleans,  La. ;  and  other  user*  of  nentbel  la  'V  •• 
facture  of  variouH  medicinal  preparatlona.l 

AIKNTHOL  SHOULD  BE  DITY  KRF.K- 

Wo  do  not  l)elievo  it  is  the  intention  of  Conprew*  to  tax  the  rfrk  by  f«n.'* 
duty  on  medicines,  except  where  prote<'tion  is  needeU  for  Aiueiitfao  p**^' 
turers.     If  this  Iw  tlie  case,  menthol  should  never  carry  n  duty»  tn\"aii»^ 

First.  Menthol  is  used  exclusively  in  the  manufacture  of  nnHllriiuil  i'*  ' 
tlons.     Menthol  is  an  iniporMnt  me<llcinal  ohtnlnetl  from  pefipemiint  Ml    ^•- 
lot  A-U),  Tariff  Infonmtl<»n  Surveys,  pajr**  •'>4,  KtateR:  • 

"Menthol  Is  used  almost  exchwively  In  medicine.    If  I*  an  Atitii«f(kr  ■: 
local  anesthetic,  valuahle  in  neuralgia  and  irritations  of  the  *kln.    Ijir<»  •  - 
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ios  are  also  used  !n  coiigli  drops,  mentholated  vaseline,  sprays,  and  inhaling 
l^es.  As  an  external  preparation  it  is  used  in  alcoholic  solution  or  as  a  salve 
vhen  mixed  with  petrolatum  or  other  greases). 

"Official  preparations  of  menthol  are  menthol  Inunction,  compound  menthol 
unction,  antiseptic  solution  with  pepsin,  camphorated  menthol,  aromatic  oil 
>ray,  menthol  spray,  eomi)oun<l  menthol  spray,  menthol  petroxylin,  and  antl- 
pic  powder." 

Menthol  is  one  of  the  most  valuable  and  widely  used  drugs  known.  The 
nite<l  States  Dispensatory,  the  standard  authority  on  drugs  and  their  uses, 
lys  of  menthol : 

•*  When  locally  applied.  It  stimulates  the  nerves  for  the  perception  of  cold,  but 
^presses  those  for  pain.  It  Is  actively  antibacterial.  It  is  used  for  its  local 
iispstheric  intluence  in  various  skin  diseases  accompanied  with  itching,  such  as 
rti<-arin.  In  headache,  and  <»ther  forms  of  neuralgia  the  external  application  of 
KMithol  will  frequently  produce  a  considerable  degree  of  relief.  It  is  employed 
)r  it.*a  antiseptic  and  anaesthetic  influence  in  inflammations  of  the  upper  resplra- 
)ry  tract,  such  as  acute  coryza,  pharyngitis,  and  laryngitis." 
As  its  virtues  have  gradually  become  known,  the  use  of  menthol  has  steadily 
i<reasecl  in  the  Uniteil  States. 

"  From  1910  to  1913  imports  averaged  43,000  pounds.  For  the  period  1914-18 
in|H>rts  averaged  145,000  pounds.  Maximum  import  was  during  1919,  when 
48,0()(>  pounds  were  imported."     (Tariff  Information  Surveys.) 

As  an  illustration  of  how  the  use  of  menthol  has  increased,  my  father,  a 
Iruggist  in  a  small  North  Carolina  town,  20  years  ago,  when  menthol  was  new 
u  this  country,  became  interested  in  the  drug.  He  found  a  way  to  combine 
t  with  camphor  and  other  volatile  oils  in  a'  base  of  crude  petrolatum,  so  that 
vlien  the  salve  was  applied  to  the  throat  or  chest,  the  body  heat  released  the 
volatile  ingredients  in  the  form  of  vaiwrs.  He  thus  had  a  cheap,  efficient 
ffipov  lamp  in  salve  form,  as  these  vapors,  being  lighter  than  air,  rose  up  and 
kvere  inhaled  with  each  breath  through  the  air  passages  to  the  lungs.  At  the 
^luue  time  the  product  had  a  rubefacient  and  antiphlogistic  effect  through  the 
)<kin.  Beginning  with  a  few  packages  sold  over  the  prescription  counter,  its 
use  has  greatlv  increased,  as  follows  (number  of  packages  of  Vicks  sold,  by 
y^^ars)  :  1910-11,  347,748  jars  sold;  1011-12,  523.152  jars  sold;  1912-13, 
1.027,00)8  jars  sold;  191J^14,  1,357,590  jars  sold;  1914-15,  1,462,380  jars  sold; 
3915-16,  2.418,213  jars  sold;  191(^17,  4,302,564  jars  sold;  1917-18,  6,846,480 
jars  sold;  1918-19,  17,628.192  jars  sold. 

This  is  only  one  product.  There  are  over  300  manufacturers  who  put  up 
menthol  in  package  form.  In  addition,  an  enormous  quantity  of  menthol  is 
used  for  prt^scription  work.  Nearly  «n'ery  druggist  makes  up  his  own  menthol 
f  cugh  syrup,  menthol  sprays,  inhalers,  etc. 

We  give  these  figures  to  show  how  widespread  is  the  use  of  menthol  as  a 
ine<liciue.     So  far  as  we  know  it  has  no  other  use. 

Second.  Not  a  pound  of  mentlu)!  is  made  in  the  United  States.  A  tariff  on 
menthol  can  afford  no  protection  to  any  American  growers  or  manufacturers, 
since  menthol  can  not  l)e  made  in  this  country.  We  have  never  been  able  to 
buy  a  pound  of  menthol  anywhere  else  In  the  world  except  from  Japan.  Pepper- 
niint.  from  which  menthol  is  obtained,  Is  grown  in  this  country,  but  it  is  not  the 
li^iit  kind  to  [)roduce  menthol.  The  oil  contains  a  very  nuich  lower  percentage 
of  menthol  and  requires  more  elaborate  processes  for  extraction.  So  that  unless 
He  succeed  in  growing  the  same  variety  of  black  mint  as  that  used  in  .Japan  we 
<^'»  not  believe  that  production  in  this  country  Is  possible. 

For  these  two  reasons,  therefore,  because  menthol  is  used  widely  and  exclu- 
sively as  a  medicine,^  and  because  a  duty  would  give  protection  to  no  one,  we 
respectfully  urge  that  menthol  be  placed  on  the  free  list.  The  revenue  derived 
from  the  present  duty  of  50  cents  per  pound  on  menthol  is  very  small,  running 
from  $8,000  in  1908  to  J557,(HHl  in  1915,  .$'86,000  in  1917,  and  $121,000  in  1919. 

In  case  the  committee,  in  its  judgment,  deems  It  necessar>'  at  this  time  for 
the  sake  of  revenue  to  place  a  duty  on  menthol,  we  earnestly  urge  the  fol- 
lowing: First.  That  a  specific  duty  and  not  an  ad  valorem  duty  be  Imposed. 
A  specific  duty  increases  imports.  Prior  to  1913  menthol  carried  a  25  per 
tent  ad  valorem  duty.  In  that  year  the  present  duty  of  50  cents  per  pouiid 
^•as  placed  on  menthol.  I  quote  from  Tariff  Information  Surveys,  A-IQ, 
puge  55 : 

"The  act  of  1913,  wlilch  reduced  the  duty  on  menthol,  was  followed  by  a 
'^•uslderable,  increase   in   tlie  imports.     Average   revenue   on   the  ad   valorem 
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duty  from  1910  to  1913  was  $40,000  yearly.    For  the  period  1914-18  tlie  »T-r^ 
annual  revenue  was  $74,804." 

Second.  How  the  ad  valorem  duty  would  affect  tbe  trade:  In  addit.' 
the  50»000  druggists  who  use  menthol  in  prescriptions  there  aiv  aUmi:   -  • 
drug  firms  who  manufacture  preparations  in  package  form  containiixr   .  - 
thol.    Their  products  are  sold  at  a  fixed  prjce,  which  Is  printed  on  the  *'*r. 
It  Is  impossible  to  change  these  prices  every  month  or  even  e\'fry  six  i&ft 
since  these  labels  and  wrappers  are  bought  12  months  or  more  in  juSt*: 
Also  the  prices  are  advertised  and  become  standardized  and  It  creates  a  r 
deal  of  confusion  to  change  prices.    A  bulletin  prepared  by  the  War  Inif- 
Board  in  the  early  part  of  1919,  showing  the  relative  increase  of  profn- 
medicines  as  compared  with  49  other  classes  of  commoditiesji,  showed  tli.'  . 
to  December,  1918,  proprietaries  had  only  increased  17  per  cent  a|»im<  . 
average  raise  in  the  other  49  commodities  of  over  100  per  cent.    Thi»  •. 
how  difilcult  it  is  for  such  manufacturers  to  raise  pricesJ 

Menthol  is  a  very  speculative  article,  which  we  shall  show  Iutt>r.     WV  ., 
from  Tariff  Information  Surveys,  A-10: 

"  From  $3.15  per  pound  in  Januarj',  1918,  the  price  of  menthol  n«e  t«  «  .  ■ 
in  January,  1920." 

An  ad  valorem  duty  of  25  per  cent  would  increase  the  duty  over  the  ;■•»• 
rate  as  follows: 

$3.50  per  pound,  an  increase  of  75  i)er  cent  over  the  present  rate. 

$4  per  pound,  an  Increase  of  100  per  cent  over  the  present  rate. 

$5  per  pound,  an  increase  of  150  per  cent  over  the  present  rate. 

$6  per  pound,  an  increase  of  200  per  cent  over  the  present  rate. 

$7  per  pound  an.  increase  of  250  per  cent  over  the  present  rate. 

$8  per  pound,  an  increase  of  300  per  cent  over  the  present  rate. 

$9  per  pound,  an  increase  of  350  per  cent  over  the  present  rate. 

$10  per  pound,  an  increase  of  400  per  cent  over  the  present  rate. 

$11  per  pound,  an  increase  of  450  per  cent  over  the  present  rate, 

$12  per  poimd,  an  increase  of  500  per  cent  over  the  present  rate. 

$13  per  pound,  an  increase  of  550  per  cent  over  the  present  rate. 

$14  per  pound,  an  increase  of  600  per  cent  over  the  present  rate. 

(a)  The  manufacturer  would  have  to  greatly  increase  the  selUng  pr  •* 
his  article :  The  manufacturer  can  not  fail  to  supply  the  demand  for  lii>  ;<* 
ucts.    He  must  keep  his  goods  on  the  market  or  else  druggists  who  aiv  •• 
his  products  will  sell  a  competitive  preparation  when  his  product  Is  ca!>   ' 
This  would  mean  that  the  manufacturer  would  suffer  a  loaa  of  his  gu<*!  '- 
built  up  by  years  of  efi'ort.    Naturally  he  can*t  change  his  price,  as  «^  . 
stated,  every  few  months,  according  to  the  cost  of  this  one  ingredient.  ••»  "- 
the  effect  of  this  ad  valorem  duty  would  be  that  every  manufacturrr  » 
have  to  put  an  exceedingly  high  price  on  his  product — high  ^loogh  t«  - 
the  extreme  price  to  which  he  might  expect  menthol  to  go  during  the  i« 
This  at  the  time  when  everyone  is  trying  to  reduce  prices  would  OMan  xtw 
public  w^ould  not  understand  this  increase  and  we  would  sufTer  a  corres^' 
loss. 

(h)  Effect  of  ad  valorem  duty  on  prescriptions:  The  retail  dmicsi^  ' 
his  supply  of  menthol  in  small  quantities  from  the  jobbers,  who  al*»  hi. 
a  few  case  lots  at  a  time  from  the  New  York  jobbers,  who  also  buy  ifi  a  '* 
case  lots  at  a  time  from  the  New  York  importers.    This  is  what  we  call  *  •  • 
goods."     The  price  of  this  spot  goods  is  very  speculative — has  no  r*^j' 
to  the  initial  cost,  and  as  we  shall  show  that  an  ad  valorem  duty  will  l*-*-- 
the  speculation  in  this  article  it  will  undoubtedly  mean  higher  price*  t     - 
retail  druggists,  and  hence  higher  prescriptions  to  the  sick. 

(c)  An  ad  valorem  duty  would  Increase  the  speculative  quality  of  mn.:*. 
Quoting  from  Tariff  Information  Surveys,  .^.-10,  page  56 : 

"  Menthol,  however,  nnist  be  regarded  as  a  very  speculative  ocHnmodlty.  <  * 
its  market  has  always  been  easily  influenced  by  sfpeculation.** 

Of  all  the  drugs  that  we  know  of,  menthol  Is  the  most  speoulatiTe.    Tr 
are  a  number  of  reasons  for  this : 

First.  It  is  produced  In  one  coimtry  only.    It  takes  from  60  to  90  daj^  **  •"■ 
this  goods  from  Japan  to  the  United  States. 

Second.  It  is  dealt  in  by  only  a  few  firms,  who  make  it  their  buslneaa    TV- 
have  connections  in  Japan  and  in  various  ways  have  been  able  to  csmxp*  ' 
trade.    We  are  rarely  able  to  buy  direct  from  Japan  aa  cheaply  as  vf  '^ 
through  the  speculators.    We  have  shown  that  the  price  Jamped  ftom  ** 
$12  per  pound  In  a  few  months.    Tliey  are  constantly  sending  out  boll  an)  ^' 
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'orm&tion  concerning  crop  conditions  in  Japan.  As  an  illustration  of  how 
ally  tlxe  price  jumps,  it  was  $3.50  i>er  pound  a  few  weelcs  ago,  bat  went  to 
.3o  oxi  the  news  that  a  25  per  cent  ad  valorem  duty  had  been  proposed. 

nSSmCJLV   VALUATION   WOULD  PLACE  MANUFACTUBERS   COMPLETELY   AT   THE  MERCY 

OP  THE  SPECULATOBS. 

If  an  ad  valorem  duty  were  passed  on  the  American  valuation  plan,  manu- 
cturers  would  simply  have  to  quit  business.  The  speculators  in  New  York 
nild  liave  them  completely  at  their  mercy.  Suppose  a  manufacturer  had  a 
rge  sliipment  coming  in  on  a  certain  date.  There  might  be  only  a  few 
indred  cases  of  menthol  in  this  country,  possibly  owned  by  one  or  two  of 
e&e  brokers.  By  fictitious  sales  between  themselves  the  price  of  these  few 
mdred  cases  could  easily  be  brought  up  so  that  menthol  purchased  in  Japan 
;  .$3  would  have  to  pay  duty  on  an  American  valuation  of  any  figure  which  the 
peculators  wanted  to  put.  Naturally  the  greater  the  value  at  the  time  your 
>ods  were  arriving  the  better  price  the  speculator  could  get  for  his  spot 
o<;k  which  had  already  paid  duty.  We  buy  menthol  12  to  18  months  ahead 
!  the  time  we  expect  to  use  it.  It  is  purchased  giving  the  Japanese  shipper 
ption  to  ship  in  any  one  of  3  months.  We  never  know  within  3  months  when 
iir  shipments  are  to  arrive.  This  would  ofPer  a  wondeerful  opportunity  for 
le  speculators  to  reduce  the  American  market  price  whed  their  shipments 
•ere  arriving  and  run  the  price  up  when  our  shipments  were  coming  in. 

MENTHOL  AND   CAMPHOR  ON   THE   SAME  PLANE. 

Menthol  and  camphor  are  closely  allied  drugs,  though  camphor  should  really 
e  more  heavily  taxed  tJian  menthol,  we  think,  since  it  is  used  in  industry  as 
Fell  as  in  medicine,  and  there  is  also  synthetic  camphor  manufactured.  The 
louse  Ways  and  Means  Committee  proposed 'a  25  per  cent  ad  valorem  duty 
•n  both  camphor  and  menthol.  We  did  not  know  of  this  and  so  made  no  pro- 
est  to  the  committee  on  menthol.  We  understand,  however,  that  a  protest 
vas  made  on  camphor,  and  the  specific  duty  on  camphor  was  reduced  to  6 
»nts  per  pound  on  refined  and  1  cent  per  pound  on  crude.  During  the  last 
hree  years  the  average  price  of  camphor  has  been  $1.30 — the  duty  has  been 
>  cents,  which  is  4  per  cent  of  the  product.  The  price  of  camphor  is  now  about 
r6  cents,  at  which  price  the  duty  is  8  per  cent  of  the  selling  price.  There  is  no 
reason  why  menthol  should  be  taxed  at  a  higher  rate  than  camphor,  and  it 
•jhoulcl  not  be  taxetl  at  as  high  a  rate.  The  specific  duty  of  50  cents  per 
Lvound  is  too  high,  since  on  the  average  price  of  $3  it  equals  16f  per  cent. 

CONCLUSION. 

We  earnestly  urge,  therefore,  that  this  committee  place  menthol  on  the  free 
list.  The  total  revenue  from  this  tariff  amounts  to  very  little  and  its  imposi- 
tion places  a  tax  upon  the  sick. 

If,  however,  the  committee  in  its  wisdom  deems  it  necessary  to  put  a  duty 
<»n  menthol  for  the  purpose  of  revenue,  we  request  that  a  specific  duty  instead 
<»1  an  ad  valorem  duty  be  imposed  and  that  this  duty  be  about  the  same  as 
that  placed  on  camphor,  i.  e.,  about  8  per  cent  of  the  average  yearly  price,  or 
25  cents  per  pound,  and  that  in  determining  that  value  of  the  article  the  Ameri- 
can valuation  plan  be  not  used. 

Senator  McCxtmber.  The  next  witness  is  George  T.  Pierie. 

STATEMENT  OF  GEOSOE  T.  PIESIE,  EEFBESENTIKG  THE  OOBOAS*^ 

PIERIE  CO.,  PHILADELPHIA,  PA. 

Senator  MoCumbeb.  Please  state  your  full  name. 

Mr.  PiBBXE.  Gheorge  T.  Pierie,  Philadelphia,  president  of  the  Qor- 
gas-Pierie  Mannfacturing  Co.,  and  I  also  represent  C.  F.  Simonin's 
Sons,  of  Philadelphia,  and  the  Oil  Seeds  Co^  of  New  York. 

I  would  like  to  enier  the  appearance  of  Mr.  J.  P.  Dirictex,  who  is 
<Joimected  with  our  company.  There  may  be  some  questions  that  he 
could  answer  more  clearly  than  I. 
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Senator  Watson,  In  reference  to  what  paragraph  of  the  bill  do 
you  appear? 

Mr.  PiERiE.  Paraffraph  50,  sir.  We  conduct  a  general  oil  seeds 
crushing  business.  What  we  ask  is  that  in  paragraph  50  coconut  oO 
be  retained  dutiable  at  2  cents  per  pound. 

We  ask  that  palm-kernel  oil  be  taken  from  the  free  list  in  pari- 
graph  1626  and  put  on  the  dutiable  list,  under  paragraph  5(),  at  2 
cents  per  pound,  the  same  as  coconut  oil. 

We  ask,  as  well,  that  copi*a  and  palm  kernels  be  maintained  ontlie 
free  list  under  paragraph  1620. 

Under  former  tariffs  coconut  oil  and  palm-kernel  oil  were  free,l»- 
cause  there  was  no  copra-crushing  industry  in  this  coimtry  to  he 
protected.  In  the  last  few  years;  however,  the  coconut-oil  imm 
all  over  the  world  has  greatly  expanded,  and  it  has  grown  in  tke 
United  States  into  a  real  mdustiy,  until  to-day  it  is  easily  fire  tini«tf 
great  as  in  1914.- 

Senator  Walsh.  What  percentage  of  the  consumption  is  it? 

Mr.  PiERiE.  I  should  say  it  has  oeen  as  high  as  60  per  cent.  With 
the  advent  of  the  emergency  tariff  it  has  increased,  though  it  had 
fallen  off  before  that. 

Senator  Walsh.  What  Avas  it  in  1914? 

Mr.  DiRicTEX.  Fifty  per  cent. 

Mr.  PiERTE.  To  keep  this  industry  alive,  protection  is  required 
againftt  the  worst  imaginable  competition 

Senator  Jones.  What  ai*e  you  talking  about,  specifically,  now! 

Mr.  PiERiE.  Coconut  oil  crushed  from  copra,  sir:  the  raw  mat4»riiL 

Senator  SmO(it.  It  is  2  cents.    You  are  satisfied  with  that? 

Mr.  Pi  ERIE.  Yes,  sir ;  quite  satisfied. 

Senator  Smoot.  The  only  thing  that  you  want  is  palm-kernel  oil 
taken  from  para<rraph  1626  and  put  in  pai'agraph  50? 

Mr.  PiERiE.  Yes,  sir. 

Senator  Wai^sh.  Statistics  of  the  Federal  Trade  Commission  sIiot 
that  75  j)er  cent  of  our  coconut  oil  comes  from  the  Philippine  WandN 
That  comes  in  free?    Is  that  disputed? 

Mr.  PiERiE.  Yes.  sir. 

Senatoi'  Walsh.  I  have  the  statement  of  the  Federal  Trade  Com- 
mission to  that  effect. 

Mr.  PiERiE.  A  great  deal  comes  fiom  the  Philippine  Islands  1 
would  not  say  exactly  how  much ;  probably  50  per  cent.  I  would  n"^ 
want  to  sav  exactlv ;  T  do  not  want  to  make  a  mistake. 

Shall  I  proceed  ? 

Senator  McCuMTER.  Yes. 

Mr.  PiERiE.  To  keep  this  industry  alive,  protection  is  rwjuii^^ 
against  the  worst  imaginable  competition,  wlijch  is  the  c()ini)etiti«>ii 
of  the  Orient  with  its  cheap  coolie  or  native  labor. 

The  House  of  Representatives  has  already  sustained  oiu*  p<>?iti'»o 
to  a  certain  extent  by  i)utting  a  duty  on  coconut  oil  and  maintaininf 
copra  on  the  free  list.  However,  great  opposition  has  developed  in 
certain  (juarters  against  a  duty  cm  these  oils,  and  therefore  we  d«ni 
it  necessary  to  come  l)efore  you  to  indorse  the  Fordney  bill  in  ll»is 
respect  and  justify  the  stand  we  have  taken  in  the  briefs  we  »i« 
submitting. 

The  opposition  to  duty  on  these  oils  comes  mainly  from  the  repre- 
sentatives and  agents  of  foreign  oil  crusiiers,  brokere  and  spe<'^* 
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:oi*s  in  foreign  oils,  and,  lastly,  from  consumers  of  oils.  They 
elo  tliemselves  "A  bureau  for  raw  materials  for  the  oils  and  fats 
cliist:x-y."    Thi^  is  a  misnomer. 

Vepc^table  oils  are  a  manufactured  product.  Oil  crushing  is  quite 
clistixict  industry. 

Oils  are  not  a  basic  raw  material ;  the  raw  material  is  the  seed  or 
le  nizt  from  which  the  oil  is  crushed. 

C/Opra  (the  meat  of  the  coconut)  and  palm  kernels  are  raw  mate- 
als,  but  the  oils  are  manufactured  products. 
^^'"e  are  not  protectionists  with  reservations. 

^Ve  have  crushed  foreiffn  peanuts  in  the  past.  The  Fordney  bill 
iity  absolutely  prevents  tnis  now ;  we  do  not  protest,  because  we  real- 
:e  the  honle  grower  of  peanuts  deserves  protection  for  his  crop. 

Of  course,  this  limits  us  to  the  crushing  of  copra  and  palm  kernels^ 
Ti<i  we  believe  we  are  justified  in  asking  that  our  industry  receive 
protection  against  the  deadly  competition  of  the  Orient. 

The  opponents  of  the  duty  on  oils  certainly  do  not  take  the  same 
!\\\v  stand:  they  want  protection  fot  themselves  but  no  protection 
For  other  industries.  They  are  quite  satisfied  that  the  duties  on 
ioa  p,  margarine,  paint,  and  varnish  be  advanced,  but  at  the  same  time 
they  claim  that  you  should  allow  free  entry  of  foreign  oils,  which  put 
the  home  oil-crushing  industry  out  of  business. 

If  the  consuming  public  could  possibly  derive  any  benefit  from 
free  oils,  there  might  be  some  sense  of  reason  and  justice  in  their 
demand,  but  it  so  happens  that  while  all  oils,  tallow,  etc.,  are  lower 
than  in  1914,  yet  the  price  of  soap  is  very  much  higher  than  in  1914, 
and  yet  it  was  admitted  before  the  House  that  oils  and  fats  represent 
seven-tenths  of  the  ]>rice  of  soap. 

The  contention  of  our  opponents  that  a  duty  on  these  oils  will  ad- 
vance the  price  is  groundless.  The  emergency  tariff  has  proven  that 
quite  the  contrary  is  true. 

Since  the  emergency  tariff  went  into  effect,  placing  a  duty  of  20 
cents  per  gallon  on  coconut  oil — ^which  is  about  2.6  cents  per  pound — 
coconut  oil  in  the  United  States  is  to-day,  and  has  been  for  quite 
a  while,  lower  than  before  the  emergency  tariff  went  into  effect,  and 
the  United  States  market  is  the  lowest  in  the  world  for  coconut  oil. 
Senator  Watson.  Why  ? 

Mr.  PiERiK.  Because  copra  comes  from  all  markets  of  the  world 
here  and  is  crushed,  and  the  competition  of  the  mills  here  makes  it 
lower. 
Senator  Watsox.  Then  it  is  the  home  competition  ? 
Mr.  PiERiE.  The  home  competition ;  yes,  sir. 

Senator  Watson.  How  much  coconut  oil  is  produced  by  all  of  the 
mills  in  the  United  States? 
Mr.  PiERiB.  I  should  say  from  one-third  to  five-eighths. 
Senator  Watson.  Of  the  consumption? 

Mr.  PiBRrB.  Yes,  sir.  It  varies.  The  first  six  months  of  this  year, 
as  near  as  my  memory  serves  me,  it  was  about  60  per  cent,  was  it  not  ? 
Mr.  Dirictex.  No  ;  it  was  lower  during  the  first  three  months,  but 
there  Was  a  ^reat  increase  during  the  second  three  months,  and  the 
^hol©  six  months  together  was  probably  60  per  cent,  thanks  to  the 
emergency  tariff. 

Senator  Simmons.  You  say  that  coconut  oil,  has .  not  increased 
since  the  emergency  tariff  ? 
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Mr.  PiBRiB.  It  has  decreased ;  it  is  cheaper,  sir. 

Senator  Simmons.  How  about  cottonseed  oil? 

Mr.  PiERiB.  I  do  not  know  about  cottonseed  oil. 

Mr.  DnacTBx.  Cottonseed  oil  is  just  a  little  bit  higher,  Senator 

Senator  Simmons.  How  about  peanut  oil  ? 

Mr.  DiBiCTEx.  That  is  higher,  too.  Senator.    That  was  before  t> 
emergency  tariff  went  into  effect.    Coconut  oil  was  aeUing  at  abo  j 
60  per  cent  cheaper  than  the  prewar  price.    So  was  peanut  oil    Ts*; 
had  been  overspeculating  during  the  war,  and  when  t^e  banks  ^i 
the  United  States  finally  took  a  sledge  hammer  and  knodnd  tr* 
business  they  had  to  come  into  their  senses,  and  the  only  way  to  i 
was  to  string  the  purse,  and  all  the  speculators  and  gamblers'  let  r 
We  were  overstocted.    We  overbought.    Because  we  oould  buy  f  ■ 
eign  oils  free  of  duty  every  gambler  on  a  "shoestring''  knew  xt.' 
the  banks  would  let  them  have  all  the  money  they  wanted^  and  xl- 
market  was  absolutely  overstocked.     Then  when  we  came  to  «*• 
senses  the  natural  result  was  a  give-awaj  price. 

Mr.  PnsRiB.  Without  protection  our  maustry  must  fail<»  and  v^ 
oil  consumers  then  place  themselves  in  the  hands  of  just  three  big  f  '^ 
eign  interests  who  will  make  them  do  their  bidding. 

On  the  contrary,  if  the  home  crushers  can  operate  steadily,  pr- 
tected  against  foreign  competition,  they  have  the  whole  wnrir* 
tropics  in  which  to  buy  their  raw  materials.  There  is  enough  cnwhir..- 
capacity  in  this  countnr  to  satisfy  all  the  demand,  and  the  competiti'  - 
between  the  home  mills  and  foreign  mills  will  right  the  queslior.  ' 
price  so  as  to  keep  it  on  a  just  basis  with  the  price  of  the  raw  mater  t 
copra. 

In  our  briefs  we  have  set  forth  in  detail  the  advantages  of  t'"' 
oriental  crushers  and  shown  the  justness  of  a  duty  of  2  cent?  \^' 
pound. 

The  foreigner  having  this  advantage  and  being  on  the  spot  wb^^ 
copra  is  produced  can  easily,  by  intricate  market  manipulations,  krr- 
the  American  crusher  from  operating  for  several  months  on  a  strK-': 
and  then,  there  being  no  competition  in  the  United  States,  the  • 
buyer  suffers. 

This  has  been  done  hundreds  of  times  in  the  past  four  or  five  }Hr* 
Such  manipulation  would  be  impossible  if  the  foreigners'  advanur 
were  taken  from  them  by  a  duty  here,  and  then  the  market  ww^ 
stabilize  and  set  down  to  a  real  supply  and  demand  besis. 

We  ask  that  the  duty  on  coconut  oil  be  applied  equally  on  cocoo':* 
oil  made  in  the  Philippine  Islands. 

The  competition  the  home  mills  are  having  from  this  quarter  i<  ju-' 
as  deadly  as  the  competition  from  Java  and  other  foreign  orier-t? 
centers. 

Senator  Watson.  How  much  is  produced  there  ? 

Senator  Walsh.  There  are  now  30,000,000  coconut  palm  trw*  pr 
ducing,  and  very  shortly  60,000,000  palm  trees  will  be  nroducinsr 

Mr.  PiERiB.  It  is  about  one-third  of  the  world's  supply,  if  we  tak* 
it  on  a  world  basis. 

Senator  Walsh.  You  have  been  competing  succoasfnlly  and  ink- 
ing a  profit  on  your  business  with  the  cooonnt  oil  produced  in  tb 
Philippine  Islands,  of  course,  in  the  last  few  years,  have  von  no?  • 

Mr.  PiERTE.  Oh,  yes ;  due  to  the  war  and  the  increased  demand. 
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Walsh.  There  was  no  duty,  of  course,  upon  the  oil  that 
Dae   from  the  Philippine  Islands;  yet  you  have  been  able  to  do 
siiiess  &ii<l  make  a  profit  ? 
Mr.  PisBiE.  Yes,  sir. 

Senator  Walsh.  Soya  bean  and  copra  have  never  had  a  duty  upon 
em  heretofore,  have  they? 

Mr.  X^EKRiE.  I  do  not  know  about  soya  bean.    It  would  not  be  a 
ashing  proposition. 

Senator  Walsh.  It  is  proposed  to  put  a  duty  upon  the  soya  bean, 
put  another  duty  upon. the  oil  that  comei  from  soya  bean,  and 
len  put  a  duty  upon  soap.  Does  not  that  mean  that  there  is  bound 
►  be  a  tremendous  increase  in  the  price  of  soap  to  the  American 
?ople  ? 

Mr*  DiKiCTEx.  I  should  say  not,  Senator. 

Senator  Walsh.  Is  it  not  a  fact  that  there  has  been  no  duty  upon 
>y  a  bean  heretofore  ? 
'Mr.  DiRich'Ex.  Yes,  sir. 

Senator  Walsh.  Is  it  not  a  fact  that  there  has  been  no  duty  upon 
he  oil  that  comes  from  soya  bean? 
Mr.  I>iiac7rEx.  Yes,  sir. 

Senator  Walsh.  Is  it  not  a  fact  that  the  duty  upon  soap  is  in- 
reased  in  this  biU  ? 
Mr.  DnaoTBx.  Yes,  sir. 

Senator  Walsh.  So  there  are  to  be  three  duties  placed  upon  the 
!onsumer  who  purchases  soap  that  he  never  had  before  ? 

Mr.  DiMCTEX.  But,  Senator,  under  normal  conditions  of  trading 
■here  will  be  very  little  soya-bean  oil  needed  in  this  country.  It  was 
before  the  war. 

Senator  Walsh.  Soya  bean  and  coconut  oil  are  interchangeable, 
more  or  less,  are  they  not? 
Mr.  Plbrie.  Oh,  no,  sir ;  not  at  all. 
Senator  Walsh.  Are  they  not  both  used  in  soaps? 
Mr.  PiBHiB.  No,  sir. 

Mr.  DiRiCTEX.  You  could  not  use  anything  to  take  the  place  of 
coconut  oil. 

Senator  McCumber.  I  think  it  would  be  better  if  one  witness 
^1:\()vild  testify  at  a  time.    Your  time  is  nearly  up,  Mr.  Pierie. 
Mr.  PiEKiE.  Shall  I  finish? 
Senator  MoCumber.  Yes, 

Mr.  Pierie.  For  the  last  few  years,  while  the  consumption  of 
coconut  oil  here  has  greatly  increased,  we  have  seen  the  imports  of 
copra  fall  off,  and  at  the  same  time,  the  impoi-ts  of  coconut  oil  in- 
crease. 

Moreover,  unfortunately  for  this  country,  practically  the  same 
crowd  which  controls  the  coconut  oil  industry  in  other  foreign 
countries,  controls  it  also  in  the  Philippines,  Lever  Bros.,  some 
fierinan  interests,  and  a  couple  of  natives,  rather  inimical  to  the 
United  States. 

While  during  the  war,  fighting  against  great  odds,  the  American 
niillers  were  establishing  here  a  much-needed  business,  foreigners 
^ere  allowed,  by  free  entry  of  their  oils,  to  undermine  it  and  finally 
while  the  imports  of  coconut  oil  increased,  the  home  mills  had  to 
reflnce  their  output. 
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We  would  here  point  out  the  absolute  necessity  of  n  copni  -t  • 
ing  industry  in  the  United  States. 

In  times  of  peace,  coconut  oil  is  much  needed  here  to  rouzni 
our  supply  of  home  oils  and  fats,  and — as  we  have  shown — unlt-9fr 
manufacture  ourselves,  the  countrv  is  at  the  mercv  of  a  verr  •'• 
foreign  manufacturers. 

In  time  of  war,  it  is  one  great  source  of  glycerine  for  our  :  « 
explosives,  and  then  we  need  mills  right  here  which  imn  pn** 
the  oil  at  home  from  copra  drawn  from  all  over  the  worhL 

In  such  a  situation *we  can  not  be  de|>endent  upon  gvCtitc 
supplies  from  foreign  manufacturei's,  as  this  source  of  supply  l^  ••  • 
trolled  by  a  handful  of  people.    It  would,  we  believe.  Ije  extn*^ 
dangerous  to  rely  for  supplies  upon  the  Philippines  lierais"* 
shipments  from  there  could  be  too  easily  intercepted — and  wht*  ki- 
what  the  status  of  the  Islands  will  be  a  few  years  hence  f 

At  least  75  per  cent  of  the  coconut  oil  produced  in  the  Hiibpf'  :• 
Java,  and  Japan  is  shipped  to  the  United  States. 
Senator  Watson.  You  are  not  here  opposing  this  sJ-cent  Urif ' 
Mr.  PiERiE.  Not  at  all,  sir;  but  there  has  bS?n  some  ad^^ertisab:: 

the  newspapers,  and  so  on 

Senator  Watsox.  I   know;   but  wait  until  somelxMly   is  hr?* 
attack  it. 

Senator  Walsh.  There  is  to  be  opposition. 
Senator  Watson.  Why  does  he  want  to  defend  it  until  ^tim^' 
comes  here  to  attack  it? 

Senator  Walsh.  He  wants  a  tariff  put  upon  coconnt  oil  frr»iii  * 
Philippine  Islands  of  2  cents  a  pound. 
Mr.  PiERTE.  And  also  palm-kernel  oil. 

Senator  McCi^mber.  Attention  has  been  called  to  the  fact  that  ^  • 
time  has  expired,  Mr.  Pierie.    Would  it  not  l)e  just  as  well  to  pin  •*. 
the  record  what  you  are  reading  from  and  let  it  be  printed  t>  »  •• 
tinuation  of  your  testimony  ? 

Mr.  Pierie.  I  am  perfectly  satisfied.    I  only  have  aliout  half  a  i»^. 
Senator  McCumber.  I  wish  you  woidd  do  that,  because  then-  -»■ 
other  witnesses  here  who  are  yet  to  be  called. 
Mr.  Pierie.  I  have  a  brief  to  go  in  also. 

(The  remainder  of  the  memorandum  referred  to  by  the  witiv--* 
his  statement  is  as  follows:) 

When  the  Fe<leral  Heser\*e  Board  and  the  h\ft  lmnk8  last  year  linalli  r* ' 
stop  to  frenzied  nierohandisinp  and  H])eciilatin^ — and  tlies^e  f«*>rWieD  «l^  «••-. 
big  item  I9  that  fti>eculative  inii)ortlug — the  buying  here  reatk^   fi>r  «iu.'-  - 
while,  and  prices  dropiied. 

The  result  was  that  the  hfg  mills  in  .Tava  and  the  I'hillppines  fi<is«^l  AmT  * 
some  got  into  strained  financial  circumstances. 

This  proves  that  the  American  oil  business  and  American  rouiiej  i«it  n   • 
the  operations  of  these  foreign  plants  possible. 

To-day,  due  to  the  drought,  there  is  a  big  demand  for  coconut  4»il  In  E--  • 
I>o  they  buy  from  the  Philipi)ines  and  Java  the  oil  needed?  No:  Rnrcifie  i^.■• " 
copra  because  Europe  protects  its  copra-crushing  industries. 

It  comes  down  to  this :  If  we  admit  cwonut  oil  free  the  intlUHlr^*  brt^  c»i 
contintie  to  exist,  but  the  foreign  niillM  will  get  the  TuitMl  SUil«*i»  ba«liw** 
tJiat  case  we  kill  our  own  industry  and  build  up  the  foreign  Industry. 

If  we  put  a  duty  on  oil  and  leave  copra  free  we  keep  our  lnduifttr>  ^^t%  a—  * 
our  liberal  sui^ply  of  oil,  and  It  will  not  co^t  the  c^aiminu'r  of  rtmmm  •  • 
penny. 

If  your  conuuittee  can  not  see  their  way  to  a|>|dy  a  duty  on  coi*«iiisi  •••*  ''• 
the  Philii)i)ines.  then  we  would  ask  that,  at  least  like  in  former  urlfT*.  «  hi     * 
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11  l>e  placed  on  the  quantity  that  will  be  admitted  free  of  duty  in  this  country. 
Vs  palm-kernel  oil  can  to  a  great  extent  replace,  in  certain  Industries,  coco- 
r  oil,  to  make  the  duty  on  coconut  oil  an  effective  protection,  the  same  duty 
>uUl  apply  on  palm-lcernel  oil.    In  many  industries  palm-kernel  oil  and  coconut 

are  used  alternately. 
.Gentlemen,  we  are  most  serious  in  our  plea — we  will  not  burden  you  here 
til  iiKures ;  they  are  all  in  our  briefs,  and  they  show  that  a  duty  on  coc<mut 

ami  palm-kernel  oil,  and  especially  on  ccK'onut  oil  is  absolutely  necessary  to 
I  in  tain  tliis  highly  essential  industry  in  this  country. 

If  we    have  to  continue  against  oriental  competition,  the  copra-crushing  in- 
istry  liere  can  not  exist ;  we  have  to  give  up  the  business,  and  all  of  the  users 

CiJcoiiut  oil  in  this  country  will  be  at  the  mercy  of  a  group  of  three  interests — 
e  I.ever  Bros,  combination,  the  combination  of  Juergens,  of  Holland,  with 
ieir  Oeniian  connections,  and,  in  the  Philippines,  the  same  Lever  combination 
Mi  some  camouflaged  Oernians  with  some  "  independencists  "  with  strong  Jai> 
i^'se  leanings. 

(The  brief  referred  to  and  submitted  by  the  witness  is  as  follows:) 

IRIKF    OK    THE  GORGAS-PlERIK  MfO.   Co.,   PhILADKT.PHIA,   1*A..    HkPKKSKNTIXG.   ALSO, 

C.  F.  SiMONiNs's  Sons.  Philadelphia.  Pa.,  Oil  Sekds  Co.,  New  Vouk,  X.  Y. 

T.  The  paragraphs  in  the  now  tariff  bill,  H.  K.  7456,  in  which  our  industry 
s  concerned  are: 

Paragraph  50:  Oils,  expressed  or  extracted:  (^jistor  oil,  4i  cents  ytev  ixmnd ; 
•ottonseed  oil,  coconut  oil,  and  soya-bean  oil,  2  cents  per  pound;  hemi)seed  oil, 
li  cents  i)er  pound;  linseed  or  flaxseed  oil,  raw,  boiled,  or  oxidized,  2^  cents  per 
rH>und ;  olive  oil,  weighing  with  the  immetliate  container  less  than  44  pounds, 
r^  cents  per  pound  on  contents  and  container ;  olive  oil,  not  specially  provided 
for.  6i  cents  per  pound;  peanut  oil.  2^  cents  i>er  pound ;  poppy-seed  oil,  lA  cents 
l^er  pound ;  all  other  expressed  and  extracted  oils  not  spe<*ially  provided  for, 
*Z0  per  cent  ad  valorem. 

Paragraph  1620:  Nuts:  Crude  in  the  shell,  and  coconut  meat  broken  or 
coi)ra,  not  shredded,  desiccated  or  prepared  in  any  maimer,  and  not  specially 
provided  for ;  palm  nuts  and  palm-nut  kernels,  free. 

Paragraph  1626:  Oils,  expressed  or  extracted:  Croton.  palm,  i)alm-kernel. 
perilla,  sesame,  and  sweet  almond;  olive  oil  rendered  unfit  for  use  as  food  or 
tor  any  but  mechanical  or  manufacturing  purposes,  by  such  means  as  shall  be 
satisfactory  to  the  Secretary  of  the  Treasury  and  under  regulations  to  be  pre- 
scribed by  him;  Chinese  and  Japanese  tung  oils;  and  nut  oils  not  specially  pro- 
vided for,  free. 

II.  What  we  ask  in  behalf  of  manufacturers  of  coconut  oil  and  pjdm-kernel 
oil  is  that  our  raw  materials — copra  and  i)alm  kernels — be  maintained  on  the 
free  li.st  under  paragi-aph  1620,  and  that  foreign  coconut  oil  be  maintained  on 
the  dutiable  list  at  2  cents  per  pound  under  paragraph  50,  also  that  foreign 
palm-kernel  oil  be  taken  from  the  free  list  under  paragraph  1626  and  made 
ciMtiable  the  same  as  coconut  oil  at  2  cents  per  pound  under  paragraph  50. 

III.  This  proposed  duty  on  coconut  oil,  and  the  duty  we  ask  for  on  palm- 
kernel  oil,  are  necessary  to  maintain  this  industry  in  the  country,  which  is 
i^ow  being  menaced,  and  has  been  for  the  last  three  years  by  Far  Kastern  com- 
petition. 

We  beg  to  add  to  this  statement  a  copy  of  our  brief  handed  to  tlie  (\)nnnittee 
•^n  Ways  and  Means  of  the  House  of  Representatives,  which  statement  shows 
why  such  protection  is  needed. 

IV.  It  is  true"  that  in  former  tariffs  there  was  no  duty  on  co(r<»nut  oil  and 
palm-kernel  oil,  but  it  is  only  during  the  last  five  years  that  a  deadly  com- 
petition has  developed  in  the  Far  East  with  their  cheap  coolie  labor,  to  such  an 
extent  that  for  the  last  year  prior  to  the  passage  of  the  emergency  tariff  75 
per  cent,  at  least,  of  the  copra-crushing  capacity  of  the  country  was  idle. 

V.  The  copra -crushing  industry  is  necessary  and  vital  to  this  country,  and  if 
further  free  entr>'  of  these  foreign  oils  should  be  allowed,  it  will  put  the 
entire  market  of  this  country  at  the  mercy  of  foreign  interests. 

We  would  resi)ectfully  invite  your  special  attention  to  paragraphs  0,  10,  11, 
and  12  of  cmr  brief  to  the  Ways  and  :Means  Committee  of  the  House  of  Repre- 
sentatives. 

VI.  This  has,  quite  naturally,  developed  great  oi)position  in  certain  quarters 
a;j:aiust  these  proi>osed  changes,  and  certain  interests  are  denouncing  these 
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changes  on  the  ground  that  these  duties  are  levied  on  raw  materials, 
ihey  will  hurt  our  domestic  industry  and  our  foreign  commerce. 

We  earnestly  believe,  and  can  prove,  that  such  opposition  Is  baaed  oi 
fears. 

VII.  None  of  these  oils  are  basic  raw  materials.    They  are  prodocts 
have  passed  through  a  well-defined  manufacturing  process. 

Oil  milling  or  oil  crushing  is  an  industry  quite  distinct  in  itseil 
The  basic  raw  material  in  vegetable  oil  is  the  seed  or  the  nut  ftom 
oil  is  pressed  or  extracted. 

VIII.  The  people  who  most  strongly  oppose  the  duty  on  these  olU  at*- 
careful  not  to  protest  against  an  advance  in  the  duty  on  soap,  margeri 
paint,  etc. 

They  seem  to  believe  In  protection  for  their  industry,  but  do  not 
protection  for  other  American  industries  or  American  producers,  Ju«t  a*  *■• 
us  it  seems  to  hurt  their  own  Interests. 

IX.  Your  committee,  we  have  no  doubt,  will  be  inundated  with  protert*  *• 
an  organization  which,  quite  incorrectly,  styles  itself  Bureau  for  Baw  Umur^ 
for  the  Vegetable  Oils  Industry,  while  the  roster  of  the  membership  show*  r 
composed  solely  of  users  of  vegetable  oils,  representatives  and  agents  «f  •  " 
eign  oil  shippers,  and  brokers  in  such  foreign  oils. 

These  people  are  not  interested  in  the  raw  materials  for  oil ;  they  ar^  ir  *- 
ested  in  oils  bnly ;  and  here,  again,  we  beg  to  insist  that  oil  is  not  a  rm«  =-& 
terial  but  that  only  the  seed  is  a  raw  material. 

X.  The  contention  that  a  duty  on  these  foreign  oils  will  advance  the  pn  r    ' 
soap,  margerine,  paint,  etc.,  to  the  American  consumer  is  wrong  in  the  cstn'c^ 

This  is  especially  wrong  in  the  case  of  coconut  oil  and  palm-kemal  u«i 

XI.  The  United  States  is  entirely  dependent  upon  foreign  sources  of  fCK 
for  their  copra,  and  for  this  purpose  we  will  also  call  the  Philippine  IiJxi'  - 
foreign.    It  is  very  clear  that  we  should  not  be  dependent  upon  foreign  f»««r  — 
of  supply  for  our  supplies  of  coconut  oil. 

We  will  be  badly  off  if  we  have  to  rely  for  our  oil  supply  upon  the  Cor»iir.--'» 
instead  of  upon  the  home  mills,  who  make  the  oil  here  from  foreign  co^ni 

In  tho  Tropics  copra  gathering  is  what  might  be  called  a  household  \tkl^<  " 
Copra  is  produced  by  natives  and  small  planters.     In  some  instances  it  ««  • 
take  the  product  of  150  different  producers  to  get  1,000  tons  of  copra  ti>o-t>' 
This  is  gathered  by  a  host  of  small  country  dealers,  who  trade  it  off  to  t  aui 
ber  of  bigger  traders  at  the  shipping  ports.    It  would  be  a  mighty  iliT"-' 
matter  for  any  foreign  interest  to  absolutely  control  the  copra  supply  of  -• 
or  any  of  the  producing  centers. 

However,  oil  mills  are  infinitely  smaller  in  number,  and  it  is  a  companttif 
easy  matter  to  absolutely  control  the  coconut-oil  supply  of  all  or  any  of  '  - 
producing  centers. 

Therefore,  as  copra  importers  we  will  have  independence  and  frewWr 
trading  in  a  large  number  of  markets. 

On  the  other  hand,  as  coconut-oil  importers  we  will  have  no  indepMfe>Vi 
whatever,  and  we  are  in  the  hands  of  the  few  people  who  control  xbt 
business  in  the  Tropics. 

In  the  Dutch  East  Indies  this  oil  is  controlled  by  the  Dutch  maro-n: 
makers,  called  the  Juergens  interests,  with  their  German  connections*  who  -• 
now  negotiating  for  the  purchase  of  all  the  plants  of  the  Insullnde  OIIefB!»n^W- 
in  Java,  and  who  operate  their  own  tank  steamers  to  the  United  States,  nuk  : 
it  even  impossible  for  Americans  to  do  their  own  freighting  of  oiL 

In  the  British  possessions  this  is  controlled  directly  or  indirectly  by  U  •' 
Bros.   (Ltd.). 

In  the  Philippine  Islands  this  is  in  tlie  hands,  partly  of  I^ver  Bn«.  *V' 
and  the  big  Philippine  company,  which  was  started  by  Germans:  the  Srh»ir- 
kopfs  and  Kharberks  .and  backed  by  money  of  the  treasury  of  the  AirhbL^r' 

of  Manila. 

Therefore,  as  coconut-oil  importei-s,  the  United  States  would  be  at  the  b>^ 
of  practically  only  three  interests,  and  these  could  easily  combine  to  -^j* 
us  do  their  bidding. 

If  the  United  States  crushers  have  the  protection  they  have  asked  for.  ir 
which  the  House  has  now  agreed  to  give  them,  the  foreign  steanu^lp  Udm  » 
be  quite  unable  to  manipulate  tlielr  rates  on  bulk  oil  In  order  to  ofbK  "' 
effect  of  the  duty. 

The  Tariff  Commission  called  attention  In  their  report  to  the  fkct  't:* 
before  the  war  Germany  was  the  biggest  copra  Importer  and  was  a  dositetf; 
factor  in  the  world's  trade  in  that  commodl*^'^ 
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"his  is  perfectly  true;  and  yet  very  little  of  this  copra  came  into  Germany 
ni  her  own  colonies;  it  came  mostly  from  foreign  territory;  but  Germany 
nitted.  copra  free  and  had  a  fine  way  of  taxing  a  duty  on  coconut  oxL 
iermany  controlled  and  dominated  the  market,  not  because  she  controlled 
Kluction  but  because  she  had  a  large  home  crushing  industry ;  and  her  buying 
ver  for  the  home  mills  gave  her  this  strong  position  in  the  trade, 
f,  instead  of  importing — as  we  do  now — two- thirds  of  our  coconut-oil  sup- 
?s,  we  reverse  this  and  produce  at  home  at  least  two-thirds  of  our  supplies^ 
not   all,  the  mills  of  the  United  States  will  have  a  buying  power  of  some 
),000  tons  copra  per  year  at  least. 
That  is  a  force  in  the  international  trade. 
]?an  not  we  look  at  this  matter  from  a  national  standpoint? 
Plere  \ire  are  the  United  States,  the  biggest  individual  coconut  oil  consuming 
mtry  in  the  world,  dependent  for  supplies  on  the  whims  of  a  small  coterie 
foreign  producers,  and  our  influence  in  the  copra  market  reduced  to  prac- 
•ally  nothing,  althoujrh  we  have  the  finest  mills  in  the  world  right  at  home, 
lereas  we  should  be  absolutely  independent  and  occupy  the  commanding  posi« 
)ii  in  the  copra  markets.  ' 

Why  should  we  throw  all  this  away  to  foreigners? 

XIL 

Certainly  people  opposing  duties  on  these  foreign  oils  are  not  viewing  this 
oin  a  national  standpoint,  and  are  only  viewing  this  question  in  the  light  of 
>w  it  might  affect  their  own  immediate  interests. 

xin. 

There  is,  of  course,  no  wonder  that  representatives  of  foreign  oil  producers, 
r  brokers  in  foreign  oils,  shouW  oppose  duties  on  these  oils. 

But  they  have  no  interest  in  American  Industry,  nor  have  they  any  investment 
n  American  industry. 

XIV. 

The  opposition  of  consumers  to  a  duty  on  these  foreign  oils  is  less  under- 
standable though,  because  if  they  view  the  matter  in  the  right  light  they  must 
*oncltide,  with  us,  that  a  protective  duty  for  the  American  oil  millers  will  in 
lie  end  inure  to  the  benefit  of  these  same  oil  consumers. 

Copra  and  coconut  oil  are  world's  commodities.  The  price  is  fixed  by  the 
inexorable  law  of  supply  and  demand  operating  all  over  the  world. 

The  consumers  of  the  world  set  the  value  as  much  as  the  sellers. 

In  the  general  scheme  of  market  values— that  Js,  the  price  of  other  oils  and 
fats  and  the  worked-out  cost  of  formulae — the  consumers  tliemselves  arrive  at 
the  valuation  of  coconut  oil — the  setting  of  a  price  they  can  afford  to  pay. 

This  valuation  by  the  consumer  is  the  basis  the  crusher  has  to  fix  for  his 
purchases  of  copra. 

The  crushers  can  not  take  advantage  of  a  duty  on  oil  to  boost  their  prices. 

The  crusher  always  has  to  buy  copra  with  an  eye  on  the  oil  market  and  the 
price  the  consumer  will  pay. 

All  the  consumers  know  that  the  time  they  can  buy  oil  most  favorably  is 
when  the  home  mills  are  competing. 

When  the  home  mills  are  not  working  the  price  is  always  whooped  up. 

The  highest  price  ever  reached  for  coconut  oil  was  when  the  home  mills 
through  embargoes  and  foreign  competition  could  not  get  copra  in  round  quan- 
tities. 

When  foreign  competition  is  left  free  sway  here,  cutting  the  American  mills 
out  from  active  competition,  then  the  oil  market  is  at  the  mercy  of  foreigners 
who  speculate  at  the  expense  of  the  American  consumer. 

The  illustration  of  this  is  clearly  before  us.  Not  so  long  ago,  through  buying 
by  local  mills,  it  was  impossible  for  American  mills  to  obtain  copra  either  in 
the  Dutch  Bast  Indies  or  In  Ceylon.   • 

The  emergency  tariff  put  a  stop  to  their  oil  exports  to  the  United  States  and 
Tight  away  they  became  sellers  of  copra  in  round  quantities,  which  the  millers 
here  bought 

The  result?  With  a  duty  of  20  cents  per  gallon  on  foreign  coconut  oil,  this 
oil  is  selling  and  offering,  now,  cheaper  than  it  was  offering  before  the  emer- 
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gency  tariff  went  into  effect  and  at  this  mouient  the  cocouui  oil  prir 
United  States  are  lowest  of  all  and  any  of  the  consuming  marke&. 

There  Is  enough  crushing  capacity  in  this  country  to  satisfy  the 
coconut  and  pahn-kernel  oil  of  the  country. 

Give  the  crushers  a  chance  to  operate  safely  and  tlieir  dt?slr*-   U»  'S*- 
their  plants  at  full  capacity  will  give  all  the  oil  supply  wanted,  aih!  it*    ■ 
petition  among  the  various  mills  will  certainly  hold  the  oil  vaiu<*»  •iiL. 
limits  justlfle<l  by  the  copra  prices  and  well  acceptable  to  the  cooMiiDer*  ■. ' 

Without  American  mills  the  foreigner  has  the  whip  haml.     H»*  ha*  tmi 
lets:  Either  sell  oil  to  the  United  States  or  sell  copra  to  Runipe,  wti.  j' 
nets  him  the  most ;  therefore,  in  order  to  get  oil  the  American  itmsauk-r  — 
pay  up. 

When  the  American  crusher  has  bj)Ught  copra  and  engagetl  freiidit  h^  :-• 
bring  it  over  here,  he  has  no  other  outlet  than  sell  the  oil  here  in  tUr  \ 
States. 

I^eave  <-opra  free,  something  that  Is  not  pro<luceil  here,  put  a  duty  »k  »•     . 
we  f^et  the  market  .right  down  to  a  real  supply  and  denuind  baxix.  »:• 
American  millers  and  the  American  consumers  will  right  the  matter  ••"  ** 
between  themselves. 

The  foreign  cost  of  production  is  not  the  basis  of  the  .^«ening  pri«^  * 
American  consumer. 

The  foreigner  sells  in  competition  with  the  price  the  home  niilU  lia\»-  * 
and  any  benefit  or  advantage  the  foreigner  has  does  not  go  U*  t\w  A*  -' 
consumer,  but  is  pocketed  by  the  foreign  producer. 

With  a  protective  duty  on  oil,  therefore,  the  consumer  Is  not  won-r    * 
the  extra  profit  is  taken  from  the  foreigner  If  he  wants  to  sell  here. 

In  this  counnodity  the  ccmsumer  does  not  pay  the  duty.    The  f«Tviri»- 
to  set  his  sales  price  to  meet  the  price  of  the  home  producer,  which  the  f  »^^:- 
can  do  very  nicely,  but  out  of  his  extra  profit  he  himself  jwiys  tlie  tluty 

This,  in  reality,  is  one  case  where  the  foreign  producer  pays  the  diitj.  «." 
raising  the  price  to  the  consumer. 

XV.  A  great  deal  has  been  said  by  the  opponents  of  duty  on  oil*  alM»ar  « 
our  foreign  business,  both  Import  and  export,  and  robbing  our  ^hipi*  of  t«»t'  •: 

If  we  stop  buying  foreign  coconut  oil  but  make  It  here  intttea^l  It  U  i   ' 
that  then  instead  of  moving  150.000  tons  of  coconut  oil  we  would  U-  r^--- 
about  250,000  tons  of  copra,  which  would  be,  roughly,  a  nMwemeiu  of  !•■•  •■ 
tons  more  cargo  to  the  ships. 

The  movement  from  these  foreign  points  would  be  the  smme  In  \«  O'    *■ 
would  not  buy  a  cent's  worth  less  from  them,  but  It  would  be  pun*hai«r^  •■' " 
raw  material  Instead  of  manufactured  protlucts. 

Moreover  and  most  important,  instead  of  buying  oil  from  one  or  two  ^t-r* . 
concerns   the   Americans  would  be  buying  copra   from  several   thMii«aif.» 
producers  and  dealers. 

There  would  be  the  opening  for  real  trading  with  the  Tropics — l>Q;iiu  •• 
goods  and  selling  them  ours;  b.ut  we  will  never  get  that  far  If  wt  ^.>•* 
American  traders  In  the  field,  and  are  satisfied  to  buy  finishe«1  prt«lu«t*  ** 
one  or  two  big  foreign  interests  established  in  the  Troplci*. 

XVT.  Of  all  the  dire  things  that  have  been  predlcte<l  when  tbe  eior-*- 
tariff  should  go  into  effect,  none  have  happened. 

Our  exports  of  cottonseed  oil   have  been  since  then  ver>-    tf«H»«l-  :X'  •'■ 
pounds  during  June. 

Our  exports  of  lard  have  been  very  good — 07.655,766  pounds  durlus:  Juik 

Our  imports  of  copra  have  become  once  more  a  reRi)ectable  flgun* — 3>— ^*' 
pounds  during  June. 

And  yet  prices  have  not  Jumped  in  this  market;  all  commtHlItle*  In  th* 
line  are  well  within  bounds,  and  some  are  still  wa>*  below  n  prewar  arrnr 

XVII.  Unlike   other   commodities,   oils  and   fats   have  kept  pa«ip  wit*  ' 
general  conditions  and  with  the  fluctuations  of  the  raw  uuiteriaK  *^*- 
vegetable  oils.    AVhen  copra  was  low  oil  was  low,  and  now  that  copnt  h^^  ^ 
up  the  oil  buyers  are  still  getting  the  l>enefit  of  the  earlier  low  <t>pni  pr.>* 

Unfortunately,  that  much  can  not  be  said  of  pro<lucts  tmule  from  thr**    * 
oils  and  fats  when  the  prices  of  the  maRufactured  article  are  awa>  a*»»-i ' 
prewar  values,  when  the  oils  and  fats  are  away  below  the  prt»war  Tiln^-* 

XVIII.  For  the  above  reasons  we  ask  that  a  duty  of  2  <^nt»  |n-r  j^'nT-' 
coconut  oil  be  maintained  in  the  tariff  and  that  copra  be  ke|>t  on  tbe  frv.    - 

It  Is  only  according  much-needeil  protection  of  «n  AmerUTiti  liwln^try  -c 
the  cheapest  kind  of  labor  without  ever  giving  nn  excuse  for  tl>e  nii<!*. 
prices  to  the  users  of  this  oil. 
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XIX.   We  ask  that  palm-kernel  oil  be  taken  from  the  free  list  and  be  made 

tiable,  like  coconut  oil,  at  the  rate  of  2  cents  per  pound.. 

I'tiUn-kernel  oil  i«  producnd  from  tlie  west  African  palm  kernel. 

All    tUe   coconut-oil  mills  in  this  country  are  equipped  and  can  produce  palm- 

riiel   oil  from  these  kernels. 

Most    of  the  palm-kernel  oil -is  produced  in  England  and  France,  chiefly  in 

ij^hiiiU,    and,  incidentally,   is  tlie  only   oil   that  this  country  would  buy  in 

It  won  hi  not  lessen  our  purchases  from  England  if  we  did  not  buy  palm- 
*rnt?l  oil,  because  we  would  buy  the  equivalent  of  palm  kernels  from  the  west 
frifjin    British  colonies  or  additional  copra. 

\W  ank  for  a  duty  on  palm-kernel  oil,  l)ecause,  while  not  fully  as  good  as 
K-ouut   oil,  it  can  to  a  certain  extent  be  used  as  a  substitute  for  coconut  oil. 

TUerefore  free  palm-kernel  oil  would  to  a  certain  extent  nullify  the  duty  on 
H'uiiut  oil. 

Her^  we  have  not  to  fear  the  very  dangerous  competition  of  the  low  cost  of 
r<Hl\ic*tion  by  ccwUie  labor,  but  still  European  cost  of  production  is  below  ours, 
rhile  tlie  Enroi>ean  cnisher  gets  a  tar  better  price  for  his  by-product  (cake) 
(»-«lsiy — ^$37  i)er  ton  in  Enrope,  against  $35  per  ton  here. 

Vi*>\vt*ver,  tbe  greater  danger  lies  in  the  iM)ssibilities  for  nmrket  manipula- 
ioii:*.  When  foreigners,  knowing  only  too  well  the  tendency  of  oil  ccmsumers 
lere  to  consider  notliing  but  the  ultimiite  fraction  of  a  cent  at  the  time  of 
>urcliasing  and  to  disregard  all  the  greater  considerations  of  building  up  a 
ultionni  industry  and  market  will  at  certain  times  take  advantage  of  free 
lalin-kernel  oil  to  dejjress  tbe  oil  uuirket  here  to  a  point  where  crushers  could 

lot  .see  tbeir  way  to  buy  eitlier  palm  kernels  or  copra.  Then  suddenly  they  can 
revtM-se  and  witbdraw.  in  tlie  mmntime  having  cleaned  up  heavily  on  Chopra, 
II nd  then  they  can  make  tbe  United  States  pay  up. 

This  naturally  .sounds  rather  extraordinary,  but  as  old  foreign  traders,  we 

Imve  HHen  such  market  manipulations  concludeil  very  many  times  in  past  years. 

\W  also  are  rather  afraid  that  at  times  free  ixilm-kernel  oil  might  serve  as  a 

cloak  to  sen<l  a  certjiiu  aniount  of  foreign  coconut  oil  into  this  coimtry  witbout 

Piiyhi^  the  duty. 

It  \v4mUl  l)e  (luite  easy  to  mix,  say,  lio  \ter  cent  of  coconut  oil  with  palm-kernel 

(ul,  and  the  cust<uuhouse  inspectors  antl  chemists  would  have  a  hard  time  de- 

tei'ting  it,  if  they  could  at  all,  while  the  buyers  here  would  not  protest  such  a 

mixture,  since  it  would  not  be  an  adulteration;  on  the  contrary,  such  a  mixture 

Won  hi  be  better  than  pure  iialm-kernel  oil. 

XX. 

In  conclusion  we  beg  t4)  say  that  we  approve  of  a  duty  on  tbe  other  foreign 
vegetable  oils,  and  even  such  oilseeds  as  flaxseed  and  peanuts. 

We  are  general  oil  millers,  and  we  have  ci-ushed  peanuts  in  the  past,  both 
domestic  and  foreign,  and  hoped  to  do  so  again,  but  we  realize  that  the  home 
grower  of  iieamuts  neetls  a  protecti<ui ;  and  even  if  the  present  duty  on  i)eanuts 
prevents  us  from  ever  again  crushing  a  pound  of  foreign  i)eanuts,  we  incline 
ourselves  without  protest  and  will  give  up  that  part  of  our  business  in  full 
realization  that  if  we  obtain  what  we  ask,  a  protection  for  our  industry,  we 
nnist  be  satistled  to  see  another  line  of  American  endeavor  obtain  the  protec- 
tion it  deserves,  even  if  that  hurts  us. 

XXI.  We  are  not  i»rotei'tionists  with  reservations.  We  naturally  ask  for  a  pro- 
tecrtion  that  will  allow  us  to  c\>ntiuue  in  business,  but  we  are  quite  satisfied  to  see 
other  industries  receive  the  same  kind  of  protection. 

I'nder  this  resi»ect,  we  believe,  we  diflFer  from  the  i)eople  who  oppose  duties 
on  vegetable  oils.  These  want  protection  for  their  own  pro<lucts.  but  do  not 
suffer  that  another  branch  of  American  industry  is  accorde<l  the  same  favor. 

XXII.  On  the  sub1e<'t  of  coconut  oil,  all  we  have  said  abcmt  foreign  millers  ap- 
plies to  mills  in  the  Philipi)ine  Islands  ^  nm\  you  will  see  that  in  our  brief  to  the 
Ways  and  Means  Committee  of  the  House  we  have  asked  that  the  same  duty  be 
applied  on  cf)COnut  oil  fi-om  the  Philippines,  or  at  least  that  a  limit  be  put 
on  the  quantities  of  coconut  oil  which  would  be  allowed,  free  of  duty,  from  the 
Philippines  into  this  countr>\ 

The  competition  the  American  mills  have  to  stand  from  the  Philippine  mills 
is  more  dangerous  still  than  that  from  other  foreign  scmrcew. 

Or,  if  such  is  believed  not  feasible,  would  it  not  be  possible  to  levy  in  the 
Philippine  Islands  an  exiwrt  duty  <m  coconut  uW  equal  to  the  amount  of  the 
import  duty  in  this  country? 
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Such  export  tax  could  be  used  to  help  rehabilitate  the  finances  of  ibt  t^& 
which  have  gotten  in  such  a  deplorable  state  Just  on  acconnt  of  the  spp^-t.r 
possibilities  opened  to  a  few  of  the  islanders  by  this  free  admission  of  ot*  v** 
deadly  competition  with  the  home  mills. 

We  beg  to  refer  under  this  respect  to  our  letter  of  June  25  to  Hon.  Bra- 
Watson,  of  the  Ways  and  Means  Committee  of  the  House,  a  copy  of  irt>^ 
been  filed  with  your  committee  by  your  chairman. 

It  would  be  of  infinite  help  and  value  to  the  islands  if  the  natives  cvq.  :  • 
fret»ly  their  product — copra — rather  than  have  two  or  three  mills  interffn-  - 
the  world's  sale  of  the  copra  and  give  over  to  these  two  or  tliree  mUl:*  •  f--»  - 
interests,  after  all)  the  advantage  of  manipulating  the  markets  here  «i>*f 
and  push  the  home  industry  out  of  existence. 

XXIII.  It  has  been  reported  to  us  from  the  Philippine  Islands  tiiat  ^i  ■ 
nient  is  on  foot  there  to  impose  an  export  duty  on  copra,  and  that  tbe  sk"* 
and  authority  of  the  United  States  Congress  will  be  asked  for  such  expnn  *a 

This  is  in  direct  line  with  the  usual  tactics  of  a  few  privileged  people  i* 
Philippines  who  have  found  it  so  easy  during  the  last  five  or  six  ycnrs  • 
tain  all  sorts  of  favors — embargoes  on  copra,  privileged  shipping  fidUti^  . 
preferential  freight  rates — all  designed  and  calculated  to  absolatdT  1:: 
copra-crushing  industry  in  the  United  States  and  to  throw  that  boslne*^  r 
lap  of  a  few  Philippine  and  foreign  Interests. 

XXIV.  We  sincerely  hope  that  you  will  not  lend  your  support  to  thi»  t"'  ■ 
ous  proposal  and  that  you  will  refuse  sanction  to  an  export  tax  on  copn. 

XXV.  Copra  in  the  Philippines  is  the  product  of  the  native  popslathc 
would  be  highly  unwise  always,  but  especially  now  in  the  present  finanri^  "' 
tlons  of  the  islands,  to  hamper  the  trading  and  free  sale  and  export  tif  •  " 
product  directly  made  and  sold  by  the  native  population  in  order  to  £t«"r    ' 
a  few  individuals  and  give  these  another  opportunity  for  a  specnlatlre  on;?  .  • 
the  one  of  1916-1920,  which  finally  brought  ruin  to  the  islands. 

XXVI.  Surrounded  by  strong  conii)etltion.  if  to  all  our  other  dlsadvacti^- 
export  tax  on  copra  from  the  Philippines  is  added  the  United  States  mu^''  * 
have  to  close  down.    Our  industry  could  not  exist,  as  yon  will  readily 
Philippine  coconut  oil  is  entirely  tax  free,  both  export  and  import. 
raw  material  for  the  American  mills  has  to  pay  an  export  dnty.    That  'i* 
be  a  flagrant  discrimination  against  American  commerce  and  indnstiy 

XXVII.  If  the  Philippines  insist  on  an  export  tax  on  copra,  tliefi  m^*f   - 
suredly  an  export  tax  on  coconut  oil  must  be  applied. 

Copra  by  actual  mill  practice  yields  on  an  average  GO  per  cent  of  od,  tSr- 
forb  an  export  tax  on  copra  must  be  equalized  by  an  export  tax  on  coc*^  ' 
of  one  and  two-third  times  the  rate  of  the  tax  on  copra. 

In  addition,  the  Philippine  coconut  oil  should  be  taxed  a  compensatory  <!•* 
2  cents  per  pound,  the  same  rate  as  applied  to  other  foreign  cooomtt  «»I 
other  words,  if  the  Philippines  are  allowed  to  institute  an  export  ctx  cc  -• 
the  export  tax  on  coconut  oil  should  be  one  and  two-third  times  tlie  rate  «  "■■ " 
plus  2  cents  per  pound. 

XXVIII.  The  question  is  plain.    Shall  we  allow  and  h^p  the  PhlBpfftn^ 
close  all  the  copra  mills  in  the  United  States  and  wipe  out  this  indwti?  ic  ' 
country ;  to  transplant  it  entirely  to  the  Philippines,  to  the  gnt  drCjivc* 
the  Uniteil  States  oil  consumers  and  to  the  detriment  of  the  natire  popolacoc  :* 
ducing  the  copra,  but  for  the  benefit  of  a  few  foreign  interests 
Philippine  Islands? 

XXIX.  All  the  American  copra  crushers  ask  in  the  above 
an  opportunity*  to  maintain  the  industry  in  this  country,  and  an 
continue  operating  in  the  United  States. 

Rospecfully  submitted. 

OORGAS-PlKaiK  MaXJJTACVCKSK  < 

Geomhs  G.  Prub,  Jr. 


Additional  Brief  of  the  Goboas-Pikbix  Maxufactubuiq  Cc  PanjucLrau 

I.  The  paragraphs  of  the  present  tarifl!  which  concern  our  Indvn?  '^ 
following : 

"557.  Coconuts  in  the  shell  and  broken  coconut  meat  or  cofin  i»'  '« 
kernels,  free. 

•*  561.  Coconut  oil,  free." 


TARIFF — CHEMICAL  SCHEDULE.  1101 

^-    '^iVhat  we  ask  in  bebalf  of  manufacturers  of  coconut  oU  Is  that  copra, 
r   r«.w  material,  be  kept  on  the  free  list,  and  that  coconut  oil  be  given  a  duty 

2  oents  a  pound.  In  order  to  protect  the  manufacturer  this  duty  should 
[>ly  to  imports  from  the  Philippine  Islailds.  If  such  duty  is  not  feasible 
is  asked  that  at  least  a  limitation  be  put  on  the  exportation  from  the  Philip- 
»^    Islands  of  coconut  oil. 

til.  Copra  should  be  retained  on  the  free  list,  where  it  has  always  been 
io€<l.  There  is  no  competition  whatever  in  copra  with  anything  that  is  pro-. 
.<-^cl  or  grown  in  the  United  States,  and  so  no  tariff  duty  is  needed  to  protect 
!>-  .A^merlcan  producer.  If  there  was  a  copra  Industry  in  this  country  we 
mid  not  ask  that  this  remain  on  the  free  list.    We  believe  in  the  protection 

-•%jxierican  industry. 
We  crush  other  seeds  besides  copra,  such  as  peanuts  and  sesame  seeds. 
We  realize  that  foreign  peanut  and  sesame  seeds  can  and  do  compete  strongljr 
itli    oil  seeds  grown  in  this  country,  and,  therefore,  we  make  no  objection  to 

0  proposed  duty  on  such  articles. 

We  are,  therefore,  quite  consistent  in  asking  for  our  industry — In  order  that 

may  be  kept  alive  in  this  country — the  entry  free  of  duty  of  copra,  our  raw 
aterial,  which  has  no  competitive  American  product. 

IV-  The  duty  of  2  cents  a  pound  that  we  ask  on  coconut  oil  is  what  will 
cnetly  cover  the  difference  in  the  cost  of  production  here  and  abroad.     It  is 

lovrer  duty  than  is  carried  in  the  emergency  tarifC  bill.  In  that  measure  a 
nty  of  20  cents  a  gallon'  is  put  on  coconut  oil.  The  duty  that  we  ask  of  .'2> 
t^'nts  a  pound  amounts  to  about  15  cents  a  gallon. 

V.  In  the  tropical  countries  where  the  copra  is  produced,  and  especially  in 
ava  and  the  Philippines,  the  copra  is  delivered  at  the  mill. 

W'lien  the  American  miller  buys  the  copra  in  the  .same  sections  it  is  delivered 
f>  a  -warehouse  at  the  i)ort.  There  it  must  be  sacked  for  transportation,  requir- 
II JT  16  bags  per  ton  at  a  cost  of  Uv<iually  $2.40  per  ton. 

The  copra  remains  in  the  warehouse  awaiting  shipping  facility.     Sometime* 

1  little  les»  and  sometimes  a  little  longer,  this  is  usually  an  average  of  four 
veeks  at  an  expense  of  50  cents  per  ton  per  week  for  warehousing  and  insur- 
m<t»,  or  $2  per  ton  for  four  weeks.  Tliere  Is  lighterage  and  labor  to  put  the 
xjpra  on  board  at  $1  per  ton. 

Tlie  American  miller  Is  compelled  to  maintain  a  resident  buyer,  who  is  paid 
f»ither  a  flat  salary  or  is  paid  on  a  commission  basis  at  an  expense  of,  figuring 
1  I3er  cent,  $2.50  per  ton.  If  bought  through  exporters,  the  commission  between 
fiative  supplies  and  American  rruHlier  would  be  greater  than  2  per  cent.  That, 
tlien,  adds  $7.90  per  ton  to  the  cost  of  the  copra. 

VI.  By  most  economical  mill  practice  on  account  of  our  high  labor,  fuel,  etc., 
it  costs  the  American  miller  $8  to  crush  1  ton  of  2,240  pounds  of  copra.  In  Java 
and  the  Philippines,  where  labor  costs  only  from  $0.90  to  $1.20  per  day  at  the 
utmost  wJiere  to  a  great  extent  the  shell  and  husk  of  the  coconut  is  used  as 
fuel,  and  where  even  several  mills  are  operated  by  water  power,  the  cost  of 
crushing  is  $3  per  ton  of  copra.  So  that  the  foreigner  operates  at  $5  per  ton 
less  than  we  do. 

The  copra  delivered  to  the  foreign  miller  can  be  crushed  immediately,  and  his 
oil  is  usually  ready  for  shipment  and  payable  within  45  tXhya  after  receiving  and 
paying  for  the  copra. 

The  American  miller  has  to  keep  his  copra  in  store  about  four  weeks.     It 
takes  a  voyage  of  upward  of  60  days,  and  he  can  not  expect  to  have  his  oU. 
payable  in  less  than  90  days  after  he  pays  for  his  copra.    There,  again,  he  has 
a  disadvantage  of  45  days'  interest  at  7  per  cent  (and  on  account  of  foreign 
financing  this  rate  is  often  higher),  making  seven-eighths  of  1  per  cent,  or. 
another  $1  per  ton. 

The  coconut  oil  in  bulk  Is  shipped  in  the  *'  deep-sea  tanks  "  or  "  balla.st  tanks  '* 
of  British,  Dutch,  and  Jai>anese  steamers  at  $6  per  short  ton  to  the  Pacific 
<'tmst  from  Java  and  the  Philippines  and  at  $9  per  ton  to  Atlantic  ports.  The 
American  miller  pays  for  copra,  which  contains  only  GO  per  cent  of  oil,  $16.80 
per  ton  of  2,240  pounds  for  freight. 

In  considering  all  the  charges  and  differentials  named  on  copra,  it  uuist 
always  be  remembered  that  copra  by  mill  practice  yields  only  60  per  cent  oil,  so 
that  1  ton  of  copra  yields  1,344  pounds  of  oil,  and  therefore  the  American  miller 
niast  find  his  expenses  and  disadvantages  on  1  ton  of  copra — in  reality  on  the 
1344  pounds  of  oil  which  he  produces. 
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VII.  The  following  chart  will  explain  the  actual  difference  at  a  3?iAi>«"»- 
Cost  of  copra  to  the  American  miller  same  as  to  the  foreign  miller.  Hn*— 

Bagging fl  • 

Warehousing  and  insurance -  • 

Lighterage  and  labor i • 

Commission  or  salary  to  resident  buyer i  - 

Interest  for  45  days *   • 

Difference  in  cost  of  crushing *  ■■ 

Freight !•  '^ 


Per  ton  of  2,240  pounds  of  copra »'  " 

Equivalent  to  (60  per  cent)  1,844  pounds  of  oil,  making  e3cpenses  on  oO 
per  pound , .»0« 

Copra  to  the  Java  and  Philippine  mills  same  as  to  American  uUlK  W**^ — 

Freight  on  oil,  per  2,000  pounds JG-  • 

Expenses  on  oil  per  pound ••-' 

Advantage  to  the  Java  and  Philippine  crushers  in  the  cost  of  oil  per 
pound • .«**'Hr- 

These  figures  represent  positive  and  at  the  same  time  mlnlmani 
In  very  many  cases  these  differentials  may  be  increased  by  freight  adi 
copra,  losses  by  fluctuations  in  the  far  eastern  exchanges,  delays  in 
etc.,  which  in  several  Instances  would  bring  the  differential  to  aver  2 
pound.    It  is  for  the  reason  as  explained  in  the  above  chart  that  we 
tection  of  2  cents  a  pound. 

VIII.  In  a  brief  already  submitted  to  this  committee  by  manafMtvcr^    ' 
coconut  oil  there  is  set  forth  the  reason  why  a  duty  on  imports  from  the  P.. 
ippines  Is  necessary  to  protect  this  American  Indnstry.    If  the  oommittK  ■!«• 
not  feel  that  such  a  step  can  be  taken,  we  earnestly  ask  that  the  importsti^  ' 
•coconut  oil  from  the  Philippines  be  limited. 

There  Is  good  precedent  for  the  committee  taking  such  action,  as  fomcr  ta.** 
laws  have  made  such  limitations  upon  Philippine  imports  that.  If  noc  U&Jbv-I 
would  menace  this  American  industry.  We  ask  sa<^  limitation  be  plsicctf  i- 
100,000,000  pounds  a  year. 

The  normal  consumption  of  coconut  oil  In  the  United  States  is  SSOfiSMkiB* 
l)0unds  a  year.  The  crushing  capacity  of  the  coconut-oil  plants  of  the  ra^^^ 
States,  working  at  normal  speed  of  only  one  shift  per  day,  is  560,000j000  ^^^  :• 
of  copra  a  year.  Sixty  per  cent  of  this  Is  oil,  so  that  the  croahlng  CMpidtj  * 
336,000,00  pounds  a  year.  In  asking  that  the  Imports  from  the  Phillvpct'* 
be  limited  to  about  one-third  of  the  consumption  of  the  United  States  «v  2ce 
that  we  are  only  asking  what  Is  fair  to  an  Important  national  Indnstiy. 

IX.  The  existence  of  a  coconut-oil  industry  In  the  United  States  is  essenU*. ' 
the  national  welfare.    The  product  of  this  industry  is  directly  connertvd  »  "■ 
the  national  supply  of  high  explosives.    There  is  only  one  source  for  the»  •» 
plosives  and  that   Is  glycerin.     Coconut  oil  Is  the  oil   which  Is  rtdwA   a 
glycerin  yield.     One  hundred  pounds  of  coconut  oil  yield  as  muc^  glycMia  i» 
150  pounds  of  cottonseed  oil  and  as  much  as  200  pounds  of  tallow. 

If,  during  the  lute  war,  we  had  had  no  adquate  supply  of  coconiit  nil  to  re- 
duce glycerin  we  would  have  to  destroy  our  footl  fats  in  order  to  obtaifi  ts.« 
essential  product. 

We  would,  therefore,  have  secured  an  adequate  supply  of  glycerin  only  •:  tn 
expense  of  our  supply  of  edible  fats. 

If  there  had  been  no  coconut-oil  industry  in  this  country  dnrinir  the  *ir  .: 
would  have  been  a  very  serious  matter  for  the  Nation. 

In  such  an  emergency  is  it  safe  to  rely  on  obtaining  a  sufficient  supply  of  <**•■ 
nut  oil  from  the  Philippine  Islands?  The  future  status  of  these  Istemb  i«  * 
problematical  as  to  make  it  entirely  unsafe  to  rely  upon  them  as  a  »orrr  : 
supply  in  a  national  emergency. 

It  seems  to  be  clear  that  a  cocomit-oil  industry  Is  an  absolute  necnsltr  it 't* 

United  States. 

X.  We  know  that  we  are  asking  for  a  tariff  duty  that  was  not  contalnw  la  :2* 
Pavne-Aldrich  law,  which  is  commonly  thought  to  protect  all  American  l«h»r^ 
The  reason  for  the  nonappearance  of  a  duty  on  coconut  oil  in  that  tariff  U«  »«• 
that  there  was  at  that  time  no  real  copra-crushing  industry  in  the  rnitwl  Stj- 
to  be  protected. 
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n  tliose  days— and  up  until  about  1913— the  copra  importations  into  this 
ntry  amounted  to  only  about,  on  an  average,  30,000  tons  per  year,  and  few> 
lerican  mills  were  engaged  in  the  crushing  of  copra.  We  were  dependent  in 
s  country  then  for  our  supply  of  coconut  oil  upon  foreign  countries :  Ceylon^ 
lla,  and  upon  Europe  (especially  France  and  Germany),  where  they  did  then 
ut  we  are  doing  now — import  the  copra  and  make  the  oil. 
^rom  about  1912  an  evolution  began  to  work  in  the  world's  fats  and  oil  busi- 
?»-  Here  in  the  United  States  we  began  to  feel  the  effects  of  a  reduced  produc- 
n  in  animal  fats  against  an  increase  in  the  population  and  an  increase  in  the  de- 
iTkil  tor  fats.  And  naturally  the  eyes  of  the  consumers  needing  fats  turned 
vard  the  only  source  which  could  supply  this  shortage — coconut  oil. 
A.t  about  the  same  time  the  problem  of  the  shortage  of  butter  in  Europe  got 
r>raetical  solution  by  the  perfection  of  the  process  for  making  vegetable  mar- 
rin,  ^vhich  also  called  for  large  quantities  of  coconut  oil  and  palm-kernel  oil, 
id  from  that  time  on  a  very  lively  competitioa  set  in  for  these  products.  It 
IS  tlien  found  that  this  country  had  been  too  negligent  of  its  interests  and  that 
e  foreigners  had  us  by  the  throat 

XI.  From  that  date  we  can  reckon  the  birth  of  copra  crushing  as  an  industry 
this  country.  The  existing  mills  enlarged  their  capacity  and  perfected  their 
ganizations  for  the  securing  of  copra,  and  soon  new  mills  started  up.  Then^ 
hen  the  war  catastrophe  overtook  the  world,  we  had  here  already  a  fairly 
HHl  equipment  and  when  our  country  also  entered  the  war  our  industry  was 
luuded  and  working  and  made  further  expansion  under  the  pressure  of  war 
?eds. 

Therefore,  copra  crushing  in  the  United  States  has  grown  to-day  to  be  one 
t  the  very  important  industries  of  the  country;  one  which,  during  the  war,, 
euionstrated  its  usefulness — even  its  absolute  necessity — and,  we  believe,  is- 
(>w  an  industry  which  fully  deserves  the  attention  of  the  Government  and 
e«ervlng  of  adequate  protection. 

While,  up  until  about  1912,  this  industry  in  the  United  States  was  small,  it- 
las  now  grown  to  a  big  industry  in  which,  both  at  the  Pacific  coast  and  at  the 
Atlantic  coast,  there  is  Invested  in  it  in  buildings  and  plant  equipment  upwards 
•f  $lo,000,OOO^and  again  as  much  for  working  capital — so  that  it  can  be  safely 
stimated  that  the  investment  to-day  In  the  copra-crushing  industry  In  the 
Jnited  States  is  from  $30,000,000  to  $35,000,000. 

The  total  crushing  capacity  of  the  country  to-day  has  risen  to  at  least  400,000 
:ons  of  copra  and  palm  kernels  which,  to  all  practical  estimates,  would  be 
?nough  crushing  capacity  to  take  care  of  all  the  country's  needs  In  the  hour 
3f  ueceaslty  . 

This  industry  now  employs  in  this  country  several  thousand  men,  from  com- 
mon labor  as  freight  handlers  up  to  highly  skilled  mechanics,  pressmen,  en- 
gineers, and  chemists.  It  was  built  up  in  the  face  of  foreign  antagonism  and, 
for  a  great  while,  under  most  difficult  war  conditions.  This  industry  which 
exists  here  now,  and  which  is  a  necessity  in  this  country,  we  believe  merits  the 
protection  it  is  seeking. 

XII.  We  need  this  protection  all  the  more  because  our  industry  Is  not  only 
faced  by  comjietltiou  from  Europe,  but  by  the  worst  competition  of  all,  that  of 
the  Dutch  Indies  and  the  Philippine  Islands  with  their  cheap  coolie  and  native 
labor. 

The  development  of  the  oil  industry  in  the  Dutch  East  Indoles  and  In  the 
Philippines  also  dates  from  the  same  time  the  industry  here  began  to  receive 
its  impetus  from  the  increased  demand  In  vegetable  oils. 

When  they  had  appreciable  quantities  of  oil  to  ship,  they  found  that  the 
United  States  was  practically  the  only  country  where  they  could  sell  their 
oil,  because  in  practically  all  the  Important  European  countries  they  found 
the  door  closed  as  these  countries  had  an  industry  to  protect.  They  found  in 
most  of  these  countries  copra  free  of  duty,  but  coconut  oil  burdened  with  a 
duty. 

So  tlie  United  States  has  become  the  common  fighting  and  dumping  ground 
where  the  foreign  mills  fight  their  competitive  battles,  and  where  the  Philip- 
pines has  to  unload  as  the  European  countries  have  closed  their  doors  against 
tills  oil. 

They  have  taken  advantage  of  the  economical  way  of  shipping  oil  in  tank 
cars — evolved  by  American  oil  crushers — and  have  persuaded  foreign  steamers 
to  equip  for  the  transportation  of  bulk  oil  to  link  up  on  arrival  with  tank 
cars.  American  railroads  have  shamelessly  favored  them  against  home  Industiy 
by  granting  them  privileged  low  rates  on  their  oils. 
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XIII.  Here  are  the  figures  representing  the  copra  importations  dnrlDf  tki 
last  four  years : 


1917 161 

1918 , l«i25« 

1919 115, 

1920 96,081 

During  1920  the  proiluction  of  coconut  oil  In  the  United  States  wa?  129.HSJt 
pounds.    The  importation  of  ciK'onut  oil  was  215,238,516  pound.s. 

There  is  the  actiuil  state  of  affairs.  By  far  more  than  50  per  cent  of* 
crushing  capacity  in  the  United  States  is  idle.  The  foreigners  are  artm^f 
shipping  in  nearly  double  the  quantity  of  oil  produced  here  and,  on  all  tbp4 
the  American  crushers  sold  last  year,  they  lost  money,  because  Java  nud  di 
Philippines  were  systematically  underselling  them  and,  while  we  lost,  thw  t 
could  make  a  profit.  v 

Are  we  going  to  deny  protection  to  our  own  industry  right  here  and  iwiiK 
the  Philippines  to  dominate  this  market  and  drive  the  United  States  cnhte 
out  of  business? 

XIV.  Consider  what  the  BHtish,  who  also  had  to  learn  from  the  ^-ar,  but 
done  to  protect  some  of  their  oil  crushers.  T^he  British  control  the  hulk(»f*i 
palm-kemel  supply  from*  West  Africa.  They  Impose  there  an  export  dorr 
l>alm-kernels  of  1  pound  sterling  per  ton  If  exiwrted  for  crushing  t<>  any  ofkff 
country  than  Great  Britain. 

The  British  oi-topus — Lever  Bros.  (Ltd.) — ^which  is  trying  for  Britain* 
<;ontrol  the  world's  supply  of  vegetable  oils  has  recently  gone  to  the  Philipptal 
and  bcmght  control  of  three  big  mills.  It  is  all  In  the  general  scheme  nf*f 
ping  the  development  of  the  Industry  here  and  at  the  same  time,  by  dlnrt* 
devious  ways,  retain  control  over  vegetable  oils  which  Is  as  essential  as  *«• 
trol  over  mineral  oil. 

XV.  There  are  absolutely  no  correct  statistics  available  on  the  total  vortA 
production  of  copra.  We  estimate  it  to  be  about  1,000,000  tons  aniiuillT.  tf 
which  about  800,000  tons  is  available  for  shipment  to  Europe  and  Aiwrio* 
i'opra  or  as  oil. 

The  American  industry,  in  order  to  maintain  a  position  and  command  tfcpr 
si)ect  it  needs,  nnist  be  In  a  position  to  be  able  to  stay  in  the  market  omilnwft; 
and  that  is  only  possible  when  the  crushers  can  operate  in  a  steady  way  tfl 
on  a  safe  footing.  It  is  Impossible  when  they  are  always  menaced  by  il» 
campaigns  of  the  foivigners — anumg  them  we  Include  the  Phlli|)i»lnei^Hrt» 
first  shoot  the  copra  market  beyond  our  reach  and  then  dump  their  od  he». 

The  American  cruslH^rs,  like  the  European,  must  be  able  to  regulate  tb* 
<'Oi>ra  purchases  with  the  neefls  in  oil  here.  They  can  not  do  so  now.  beaW 
they  always  live  in  uncertainty  and  are  always  at  the  mercy  of  the  Java  ai 
Philippine  competition. 

There  is  hardly  a  foreign  trade  paper  which  does  not  gloat  over  the  "WiK 
in  the  coi>ra-crushinfr  industry  here.  Shall  we  give  the  foreigner.-*  rhe  ati*- 
faction  <>f  seeing  it  disappear  entirely? 

XVI.  The  c(»nsiiineis  of  coconnt  oil,  snch  as  the  soap  makers,  will  1*  l*** 
fited  by  the  placing  of  such  a  duty  on  coconut  oil  as  will  develop  aud  cimlii" 
the  industry  in  this  country.  They  can  always  buy  coconut  oil  luosi  ^Ant 
tageotisly  when  the  home  mills  compete.  When  th(»re  is  not  this  conditiuo.* 
price  always  goes  up.  Th(»  highest  price  ever  reached  for  cmHuiur  oil  ** 
when.  <m  account  of  embargoes,  the  hon\e  millers  could  not  get  copra  in  n«» 
<linintities. 

If  the  American  oil  millers  are  cut  out  from  active  comi)eritiou.  tli* " 
market  here  is  at  the  mercy  of  the  foreigners  who  speculate  at  the  i'SivW 
of  the  American  consumers.  If  the  oil  crushers  here  are  given  a  *h*0'*J[ 
operate  safely,  there  will  be  competition  among  the  various  rnilb*  thst  ** 
surely  hold  the  oil  values  within  the  limits  justified  by  the  copra  i»riivi" 
will  be  acceptable  to  the  consumers  of  oil. 

If  the  undesired  and  the  unexpected  should  happen,  and  the  committee •«• 
fit.  in  order  to  rais(»  revenue,  to  impose  a  duty  on  even  raw  materials,  so* • 
copra,  then  the  duty  on  coconut  oil  should  be  such  as  to  be  in  proper  reUtt* 
to  the  raw  material — copra — plus  the  duty  of  2  cents  per  pound  we  are  aw 
as  protection.  - 

Copra  contains,  by  mill  pra<tico,  an  approximate  yield  of  00  i>ercentora 
This  relation,  then,  has  to  be  the  prindph;  In  figuring  the  duty  on  oil.   IttiW 
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•n   i>oiii>€is  of  eopra  to  produce  100  pounds  of  coconut  oil,  or  100  poundfi  of 

•ra    to   produce  60  pounds  of  oil.    Therefore,  the  duty  on  copra  would  work  - 
to   be    one  and  two-third  times  that  same  duty  per  pound  of  oil  produced 

»iu    siicli  copra.     Therefore,  to  be  taxed  in  a  just  proportion,  the  duty  on 

•eifm  c?oconut  pil  should  be  equal  to  one  and  two-tiird  times  the  duty  per 
iiiKl  o-f  copra,  plus  the  compensatory  duty  of  2  cents  per  pound,  which  we  a8)c 

I»r«*teetion  again«^t  the  foreign  millers. 

For  example:  A  duty  of  one-half  a  cent  per  pound  on  copra  would  then  call 
r  a  tlnty  on  coconut  oil  of  one  and  two-third  times  one-half  a  cent  pei*  pound, 
js  2  e^nts  per  pound,  or  a  duty  of  $0.O283i>  per  pound  on  coconut  oil. 
XVII.  In  the  event  of  copra  having  to  pay  a  duty,  however  small,  it  Would  be 
i>re  imperative  than  ever  that  the  duty  on  oil  be  applied  to  the  oil  from  the 
lilippine  Islands,  because,  in  addition  to  all  the  advantages  we  hav^  enumer- 
«mI,  tliey  would  have  the  great  additional  advantage  of  seeing  American  mills 
lying  a.  duty  on  their  raw  material;  because  tlie  Anwrican  mills  could  not  buy 

sinjjle  pound  of  copra  in  the  Philippines.  We  are  out  of  th^t  market  on 
•count  of  the  privileged  position  of  the  Philippine  mill*?. 

In  tliat  event  it  would  be  a  short  and  sweet  death.  We  could  close  our  mills 
!♦*  ila>'  of  the  passage  of  the  act.  There  would  be  no  use  trying  to  continue. 
liHt  would  be  banding  the  entire  United  States  market  to  the  Philippines. 

U**spectfully   submitted. 

The  Gobgas-Pierze  Manufacturing  Co. 

Senator  McCrMBER.  We  will  next  heal*  Mr.  Becker.      ^ 

iTATEMESt  OF  US.  W.  A.  BECKEE,  DUKONB  MATCH  CO.,  IIEW 

YOBKCITT. 

Senator  McCumbbr.  Please  state  your  name,  address,  and  whom 
yon  represent.  '    '  "  '.  ' 

Mr.  Becker.  I  am  here  to  represent  the  Diamond  Match  Co.  in 
reference  to  phosphorous,  and  at  the  time  I  made  the  request  I  in- 
cluded chlorate  of  potash,  as  they  go  so  closely  together  that  I 
would  like  to  talk  on  the  two  of  them  at  the  same  time,  and  it  will 
s^ave  the  time  of  the  committee  incidentally.  I  speak  to  paragraph 
(>(),  phosphorous,  and  paragraph  75,  on  chlorates. 

The  Diamond  Match  Co.,  along  with  other  match  manufacturers, 
are  the  largest  users  of  both  of  these  commodities  in  this  country. 

Phosphorous  is  manufactured  in  the  United  States  by,  I  believe, 
two  concerns — one,  the  Oldburry  Chemical  Co.  at  Niagara  Falls; 
and  there  is  the  American  Phospliorous  Co.,  I  think,  at  Philadelphia. 
The  Oldburry  Chemical  Co.,  as  I  understand  it,  is  owned  jointly 
by  the  Riker  interests,  who  hare  the  selling  agency  on  both  phos- 
phorous and  chlorate  made  in  this  country,  and  the  United  Alkali 
Co.  of  Liverpool,  England. 

The  Underwood  tariff  assessed  no  duty  whatsoever  on  phosphor- 
ous; it  came  in  here  free,  and,  so  far  as  we  know,  the  companies 
producing  it  here  went  right  along  with  their  business  just  the  same 
as  usual. 

Domestic  phosphorous  to-day  on  the  market  is  probably  selling  as 
high  as  30  to  35  cents.  Our  company  has  made  phosphorus  in  an 
experimental  way,  in  a  small  plant,  and  we  have  also  made  chlorate— 
I  would  not  say  a  small  plant,  as  it  is  a  large  experiment.  We  figure 
that  phosphorus  can  be  made  for  20  cents  a  pound,  particularly  if  it 
is  made  in  large  quantities,  owing  to  the  fact  that  hydroelectric  power 
in  the  United  States  or  in  North  America  is  probably  as  cheap  as 
you  can  get  it  anywhere. 
Senator  Smoot.  Do  vou  want  it  free? 
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Mr.  Beckek.  I  will  not  ask  for  its  absolutely  free,  Senmtor,  kt  »- 
would  like  that  duty  of  10  cents  cut  down  to  at  least  5  cent-    " 
figure  that  10  cents  will  further  the  importation  of  phosphon.- 
leave  us  in  the  hands  of  one  or  two  people  in  this  country  wk- 
absolutely  control  the  situation  and  produce  no  revenue  for  the » • 
eminent. 

Senator  Walsh.  And  make  excess  profits? 

Mr.  Becker.  We  assume  so,  Senator.    Of  course,  I  do  not  )r  • 
what  their  profits  are. 

Senator  Walsh.  They  can  produce  it  at  20  cents  a  pound? 

Mr.  Becker.  They  will  tell  you  they  can  not  produce  it  ai  d '  'r  . 
a  pound,  but  I  think  we  can  demonstrate  it  can  be  done. 

Senator  McCumber.  You  make  matches  ? 

Mr.  Becker.  Yes,  sir.    On  chlorate  the  Underwood  bill  ha*!  ■ 
half  cent ;  the  new  bill  proposes  1  cent  a  pound  plus  15  per  ceot  i . 
valorem;  that  is  supposedly  on  the  American  valuation,  whi^ 
absolutely  in  the  control  of  one  concern. 

Senator  McLean.  You  have  competition  on  your  product  i 

Mr.  Becker.  A  very  strong  competition  on  matches  from  abr-* . 
The  foreign  cost  of  production  of  matches  is  far  under  the  Anwr 
production.  However,  I  am  not  here  making  any  particular  r^- 
for  a  duty  on  matches.  The  proposed  dutv  is  6 "cents,  and  w^: 
most  of  the  product  made  in  this  country  will  cost  anywhere  fn/C  ' 
to  95  cents  a  gross  to  make,  and,  as  you  probably*  know,  f*»r'^- 
matches  have  sold  within  a  recent  date  around  45  cents  for  Jtr-j'-* 

• 

matches,  though  many  of  us  will  not  have  them  on  account  of  q^a^  r 

We  do  feel  that  the  comparison  of  that  small  duty  of  6  cent?. »'. 
is  alon^  about  within  7  or  8  cents  of  the  cost  of  production  he r*. 
comparison  with  10  cents  on  phosphorus,  or  what  we  claim  .*  ' 
per  cent  or  more  of  the  cost  oi  production  on  that  item  here,  x:    • 
cent  a  pound  on  chlorate  plus  15  per  cent  ad  valorem,  which  »• 
run  it  up  on  the  American  market  to-day  to  12  cents  and  make  t 
duty  about  2^  to  3  cents  per  pound,  or  25  per  cent — it  seems  t     • 
quite  an  injustice  to  the  match  industry  of  this  coimtrr  th«t  " 
should  have  to  pay  these  duties  on  raw  materials  and  at  the  *i" 
time  trying  to  compete  with  the  foreign  competition  on  the  n. ' 
factured  product. 

Senator  Walsh.  Who  are  the  manufacturers  of  chlorate,  if  - 
in  this  country  ? 

Mr.  Becicer.  The  North  American  Chemical  Co.,  of  Bay  ^ 
Mich. ;  and,  incidentally,  I  might  say  that  the  stock  of  that  ci>e:'.: 
to  my  best  knowledge,  outside  of  perhaps  a  few  shares  for  ino"^^" ' 
tion  reasons,  is  controlled  practically  or,  with  the  exception  •»'  t   - 
few  shares,  controlled  100  per  cent  Tby  the  United  Alkali  W«.rt- 
Liverpool,  and  thej'^  prior  to  the  war  had  a  combination  with  - 
chlorate  manufacturers — German,  Swedish,  and  so  on — where*-}  t 
were  given  absolute  control  of  the  American  market.    Therv  va-  ' 
importation  of  chlorate.    I  think  that  can  be  borne  out  by  ili«  ■ 
port  records. 

Senator  McCumber.  What  percentage  of  the  cost  of  the  nut 
does  the  phosphorus  represent  f 

Mr.  Becker.  You  have  asked  me  a  hard  question  now.    I  ri 
can  not  say  offhand.    I  can  give  you  that  figtire,  Senator.  1  *•  ^ 
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iild  not  want  to  make  a  mistake.  It  is  a  right  substantial  amount, 
^ause  chlorate  of  pota^  is  the  big  item  in  the  tip  of  a  match,  and 
day  its  market  is  about  12  cents  a  pound.  Of  course,  our  big  cost 
lumber,  naturally. 

Senator  Walsh.  What  would  you  say  the  tariff  duty  would  make 
per  pound? 

Sir.  jBecker.  From  2^  to  8  cents  a  pound. 

Senator  Walsh.  And  would  increase  the  present  price  to  12  or 
cents  ? 

Mr.  Secker.  If  it  iust  added  that  on  the  present  value;  yes,  sir; 
d  a  there  is  as  much  competition  in  chlorate  from  now  on  as  there 
IS  prior  to  the  war,  and  they  are  successful  in  forming  an  interna- 
)nal  combine  which  absolutely  controlled  it  and  prohibited  any  im- 
>rtations  from  other  foreign  manufacturers  to  this  country,  it 
eans  the  market  in  the  ha^ds  of  one  concern. 

Senator  Walsh.  What  percentage  of  these  products  are  made  in 
is  country  of  the  amount  consumed  here? 

Mr.  Beckeb.  Two  hundred  per  cent,  under  normal  conditions,  of 
ilorate. 

Senator  Walsh.  All  that  is  consumed  is  made  here  ? 
Mr.  Becker.  All  that  is  consumed  is  made  here,  because  the  com- 
ine  would  not  let  any  foreign  country  in. 
Senator  Walsh.  And  the  same  is  true  of  phosphorus? 
Mr.  Becker.  I  would  not  say  it  is  true  to  the  same  extent  on  phos- 
horus.    That  is  not  in  existence  to-day.    It  is  our  hope  that  it  can 
e  kept  from  going  back  into  existence ;  but,  at  any  rate,  we  do  not 
rant  our  industry  tied  up  in  the  hands  of  one  concern  that  could 
lake  us  or  break  us  on  this  commodity,  and  for  that  reason  we  have 
:one  into  this  experimental  work,  and  propose  to  spend  a  couple 
lundred  thousand  dollars. 

Senator  Walsh.  Your  contention  is  that  the  tariff  upon  these  two 
irticles  will  simply  restrict  putting  so  much  more  money  in  the 
idvanced  price  in  the  pockets  of  these  producers? 

Mr.  Becker.  Not  only  that ;  it  will  also,  perhaps,  prohibit  us  from 
iecreasinff  our  operating  cost,  thereby  decreasing  the  cost  of  our 
>wn  article,  which  we  want  to  do  if  it  is  a  possible  thing  to  do,  and, 
incidentally,  I  would  like  to  say  that  matches  during  the  period  of 
inflated  prices  throughout  the  war  probably  advanced  less  than  any 
:>ther  staple  commodity.  We  have  done  our  utmost  to  keep  them 
down,  and  as  a  proof  of  that  I  must  say  that  on  an  invested  capital 
of  $25,000,000  we  have  averaged  earnings  of  about  $2,000,000,  or 
about  8  per  cent ;  and  out  of  that  we  have  dispersed  dividends  aver- 
aging $1,300,000  a  year,  or,  that  is  about  5J  per  cent  on  invested 
capital;  and  the  rest  has  gone  back  into  reserve  and  experimental 
■work,  and  so  on. 

Prior  to  the  war  chlorate  of  potash  sold  at  an  average  price  of  7^ 
cents  a  pound.  Muriate  of  potash,  or  potassium  chloride,  from  which 
chlorate  is  made,  is  almost  back  to  prewar  prices — it  is  a  little 
higher.  We  make  our  own  muriate  in  this  country  out  at  Salt  Lake 
City,  and  get  our  chlorate  under  a  conversion  contract.  But  how 
long  that  can  keep  up  we  do  not  know.  It  is  just  a  question. 
Muriate  to-day  we  can  buy  cheaper  that  we  can  make  it. 

Senator  McLean.  Why  is  not  competition  in  phosphorus  more 
active  in  this  country? 
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Mr.  Becker.  It  is  a  difficult  electrolitic  process,  and  the 
tion  of  phosphorus  is  quite  limited.     The  erection  of  a   ptfti: 
produce  it  is  quite  an  expensive  proposition,  and  I  do  not  su{  ••■- 
that  there  is  enough  business  to  warrant  any  large  investment  ir    - 
plants.    It  would  be  probably  too  much  of  a  gamble  to  so  ict 
against  the  competition  of  people  who  have  had  years  and  jr^tr* 
experience  in  that  line. 

Senator  McLean.  Why  do  you  not  make  it  yoiu^self  t 

Mr.  Becker.  We  are  getting  ourselves  in  shape  ><)  we  run,  .1 
are  forced  to  do  it,  because  we  can  not  pay  fancy  prices  for  i-:- 
phorus.    My  object  here  is  not  with  the  icfea  for  the  next  !*»  • 
years  to  get  foreign  goods  in  here  for  our  raw  materials:  it  iat  to  %.- 
the  price  of  the  American  producer  down  to  a  level  at  which  ^^ 
make  a  very  reasonable  profit  and  still  supply  this  market. 

Senator  Jones.  How  much  phosphorus  is  there  consumed  11   *  - 
United  States  in  a  year? 

Mr.  Becker.  That  I  do  not  know.    I  could  tell  you  about  whii 
consume  ourselves,  or  what  the  match  industry  consumes.    I  >!' 
say  the  match  industry  would  consume  perhaps  between  -!«»•  i- 
and  500  tons  a  year.    To-day's  price  on  it  is  about  30  to  X»  tvt:- 
pound. 

Senator  MoCumber.  The  committee  will  stand  adjourned  nnt.l : 
morrow  morning  at  10.80  o'clock. 

(Thereupon,  at  5.20  o'clock  p.  m.,  the  conunittee  ajtlioum**!  '• 
meet  to-morrow,  Wednesday,  August  17,  1921,  at  10.30  o*clock  a.  e 
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WEDNESDAY,  ATJaUBT  17,  1921. 

United  States  Senate, 
Committee  on  Finance, 

Washington,  D,  C. 

The  committee  met  at  10.30  o'clock  a.  m.,  in  room  312,  Senate 
nSce  Building,  Hon.  Boies  Penrose  presiding. 

Present:  Senators  Penrose  (chairman),  Smoot,  Dillingham,  Curtis, 
''atson,  Calder,  Sutherland,  Simmons,  and  Walsh. 

The*  Chairman.  The  committee  will  come  to  order.  We  will  con- 
nue  the  hearings  on  the  chemical  schedule.  Mr.  P.  Samuel  Rigney 
ill  first  be  heard. 

Mr.  Rigney,  for  the  record,  please  state  your  full  name,  address, 
nd  w^hom  you  represent. 

TATEMENT  OF  MB.  P.  SAHTJEL  BIGNET,  ASSISTANT  TBEAS- 
TIBEB,  THE  BOESSIEB  &  HASSIACHEB  CHEMICAL  CO.,  HEW 
YOBK,  N .  Y. 

Mr.  Rigney.  P.  Samuel  Rigney,  assistant  treasurer  of  the  Roessler 
i  Hasslacher  Chemical  Co.,  New  York  City. 

The  Chairman.  What  do  they  make,  principally  ? 

Mr.  Rigney.  The  article  I  am  here  to  speak  on  to-day  is  cyanide. 
iiVe  manufacture  other  products,  but  one  of  our  principal  products  is 
\vanide.  It  is  now  on  the  free  list  under  paragraphs  1636  and  1654, 
3otassium  cyanide  and  sodium  cyanide. 

The  Chairman.  Will  you  proceed  and  state  your  views  to  the 
"ommittee  ? 

Mr.  Rigney.  Primarily,  we  are  requesting  that  all  cyanide  salts  be 
grouped  under  a  separate  paragrapn.  I  have  gone  into  that  more 
fully  in  my  brief. 

Heretofore  it  has  been  considered  separately  as  potassium  cyanide 
and  sodium  cyanide.  There  is  also  barium  cyanide  and  calcium 
cyanide,  and  in  order  to  protect  the  industry  we  feel  that  all  cyanide 
salts  should  be  grouped  together. 

This  request  is  to  a  certain  extent  justified  by  the  report  of  the 
Tariff  Information  Surveys.  They  group  potassium  cyanide  and 
sodium  cyanide  together,  and  describe  in  aetail  the  various  processes 
under,  which  cyanide  is  made—  the  Castner  process,  invented  by  an 
American  citizen,  Hamilton  Y.  Castner,  is  the  process  employed  by 
our  company.  Our  company  years  ago  acquired  the  right  to  use 
this  process,  but  the  patents  under  which  we  manufacture  have  all 
expired.  Therefore,  we  have  no  monopoly  in  the  manufacture  of 
cyanide  under  this  process. 
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The  :vinAmi«t  process  is  used  by  the  American  company  h»T^ 
:n^  m.amnii'rTirmg  plant  in  Canada.     By  this  process  a   low-r'i 
•v^iCiiie  is  pn:«i^oea  by  fusing  crude  cyanamid  with  ordinaiy  -.l 
"TilS  pr:«:esti  is  priUected  by  both  the  United  States  and  Cana'i./ 

r^e  Bttcher  process  was  developed  by  Prof.  Bucher,  of  Bn. 
Uni-^-zfr^ry.     Tie  United  States  Government  expended  lai^ge  <- 
jt  3i«^ctfy  in  A::enipting  to  demonstrate  the  commercial  vaIl 
tais  rrrx-es*?.  but  so  far  as  we  have  been  able  to  learn  it  ha?  !• 
pr^v?a  :i  5ttcce?s  from  a  chemical  standpoint  only. 

S»oji:v^r  Sx%x>T.  Do  you  want  it  taken  from  the  free  list  i 
il".  bliG>»FT.  We  want  it  taken  from  the  free  list. 
SiOAroc  Smoot.  And  what  duty  do  you  want  placed  on  it  i 
>i.r   Ri<-xET.  Under  present  conditions,  we  feel  justified  in  *?*..: 
:Vr  ei:l:er  3^' j  per  cent  ad  valorem  or  a  specific  duty  of  6  ceni-  :- 
wina^     We  arrive  at  these  figures  in    this   way:"Gou^   hm^  ' 
br^w^u:  pricetj^  of  1914  our  average  price  was  21  cents.     The  G%tz. 
pr*ct*  w;k>  I4.0  cents,  and  taking  one-third  of  21,  which  is  7.  and  ad-:... 
uia:  to  U.:>,  makes  21.3,  thus  averaging  the  prewar  cost  in  Eu'  •■ 
a:iv.i  t>c  r*rew^r  price  here. 
S.*udk:cc  SxooT.  Fourteen  and  three-tenths  cents  was  the  o*-*  : 

M-   KiviNET.  Yes,  1914. 

S.Ma:or  Sm*x>t.  And  your  cost  is  what  ? 

Mr.  Kik>MK\\  Our  price  in  1914  was  about  21  cents,  varying  a^t  • - 

;t»i:  to  :.u»  pnxiuotion. 

vHir  v\^ci>  co-day  are  very  much  higher  than  that,  because  <»f  * 
uKTv'cfccN<»o  v.\x>t  of  labor,  raw  material,  and  power,  together  with  \ 
:iviv-^  iviial  t;axet>  resulting  from  the  war. 

V'\c  nite  of  duty  su^ested  will  not  be  prohibitive,  in  view  i»f  - 
t»i\*>cc»:  oiT^reiice  in  labor  costs  in  Europe  and  in  the  United  S:**-- 
ci^»vt  IwAU^  ot  the  depreciation  of  the  German  mark. 

l^vr  :o  U>14  and  under  the  protection  afforded  by  the  Vty 
\\''*K'\  U^.  He  built  up  the  manufacture  of  sodium  cyanide  ir.  \- 
cv  ;;-►,">   u>  the  piHUt  where  we  were  producing  approximately  1 
i.'r\\  i  I'  'sVvUKk  per  annum.    About  9,000,000  pounos  were  imp*  r 
•^\s'n  vWVitunv.     When  the  importations  ceased  at  the  begirj-./. 
v*i   f  V  Wv^rkl  War,  we  increased  our  organization  and  plant?  - 
I*  Hi  'It  I ^^17  and  191S  we  were  tiu-nine  out  something  over  17.»»' 
OOv^  pv*u^^*sS  jvr  year,  thus  meeting  all  tne  requirements  of  the  Ur.' 
Sui.o<     Wi:h  oroper  protection  we  can  mcrease   this  output 
c^v;  vhU  vlomanuii. 

W.uv.it  liio  last  year  or  year  and  a  half,  the  country  has  U  * 
iKH\ivd  wvih  German  importations,  and  witn  the  importations  ■: 
K^w    <vavlo    of    cyanide   manufactured   in   Niagara   Falls,   Onlt' 
Oh»uuIh.     Tlvo  prii-es  at  which  cyanide  is  offered  by  the  German  i* 
i''Avliv>sJv*\akiau  manufactiu-ers  at  this  time  are  from  6  to  h  i>"  • 
a  (KHUui  lower  than  the  production  cost  at  the  present  time  in  ^•' 

\\  0  Os'^ti  uot  make  a  satisfactory  comparison  with  the  cost  oi  t- 
i'auadiau  material,  as  it  is  manufacttired  imder  an  entirely  difffn" 
|M\H<v<s.  fi\uu  diffortMit  raw  materials  and  is  of  low  grade.    «►-' 
ovatuvle  ix<  sv4d  under   a  guaranty  of  ^'i  to  98   per  cent  st»d:j= 
c\aiudo.     The  cyanide  that  is  conn  >ni  Canada  tests  fnnn  ^ 

to  iK\  \M>v  ivnt  sodium  cyn'        and  \  at  a 
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Our  Canadian  competitor  just  across  the  Niagara  River  gets  its 
T^droelectric  power  at  about  one-half  the  price  we  are  obhged  to 
ly  on  the  New  York  side.  Canadian  power  companies  enjoy  what 
practically  a  government  subsidy  in  that  they  are  not  obliged  to 
ay  either  Dominion  or  local  taxes.  Hydroelectric  energy  is  a 
ery  important  factor  in  the  production  oi  cyanide  and  is  a  large 
lement  of  its  production  cost. 

We  liave  a  plant  at  Niagara  Falls,  N.  Y.,  another  plant  at  Perth 
k^mboy,  N.  J.,  and  a  raw  materials  plant  at  St.  Albans,  W.  Va.  I 
rant  to  point  out  in  passing,  that  our  raw  materials  plant  at  St. 
Lll>ans,  W.  Va.,  has  been  closed  for  several  months;  our  Niagara 
Tails  plant  is  working  about  half  time;  the  finished  material  plant 
Lt  Perth  Amboy,  N.  J.  suspended  operations  during  the  past  season 
'or  sev^eral  months,  after  which  we  resumed  operations  for  a  short 
time  but  have  again  suspended. 

Senator  Smoot.  What  are  you  selling  cyanide  for  to-day  ? 
Mr.  RiGNEY.  Cyanide  is  sold  to  the  mines  to-day  and  to  the  fumi- 
gators  in  carload  lots  at  21^  to  23  cents  per  pound.     Smaller  quan- 
tities bring  a  correspondingly  higher  price. 

The  Chairman.  Is  not  one  explanation  of  the  fact  that  you  are 
not  doing  much  business  that  there  are  no  consumers  of  your  article 
at  this  time  ? 

Mr.  RiGNEY.  No,  sir;  that  is  not  quite  correct. 
Tlie  Chairman.  Most  of  the  mines  are  shut  down,  as  I  under- 
stand it. 

Mr.  RiGNEY.  The  information  heretofore  obtainable  was  incorrect 
in  this  particular,  Mr.  Chairman.  The  mines  are  not  by  any  means 
the  largest  consumers  of  cyanide  in  the  United  States  to-day.  A 
few  years  ago  that  was  true,  but  it  is  not  true  to-day. 
The  Chairman.  Who  are  the  consumers  of  your  product  ? 
Mr.  RiONEY.  The  electroplaters,  the  rustproofers,  those  engaged 
in  the  heat  treating  of  steel  and  iron,  and  the  fumigators  are  the 
principal  consumers. 

The  Chairman.  The  great  bulk  of  your  consumers   are  closed 
down,  are  they  not  ? 

Mr.  RiGNEY.  For  a  proper  comparison  it  would  be  necessary  to 
consider  last  year,  when  the  industry  had  not  reached  the  depressed 
condition  that  it  has  to-day.  You  will  see  that  last  year,  according 
to  the  figures  fimiished  by  the  Department  of  Commerce,  the  imports 
of  sodium  cyanide  were  something  over  7,700,000  pounds,  and  of 
potassium  cyanide  13,300,000  pounds. 
Senator  Walsh.  How  did  that  compare  with  1914? 
Mr.  RiGNEY.  It  is  much  larger. 

The  Chairman.  The  total  consumption  is  how  much  ? 
Mr.  RiGNEY.  Under  normal  conditions  prior  to  the  war,  the  total 
consumption   was   approximately   18,800,000   pounds   per   annum, 
which  requirement  we  alone  met  during  the  war,  and  our  plants  are 
now  equipped  for  that  purpose. 

I  would  like  to  say  to  the  coDMnittee  there  has  been  some  comment 
in  the  press  this  morning  that  there  are  diflferences  between  the 
%ures  given  by  the  proponents  who  offered  testimony  here  and  the 
figures  as  submitted  oy  the  different  governmental  experts.  In  their 
reports  of  the  amount  of  cyanide  imported,  their  figures,  adding 
together  sodium  cyanide  and  potassium  cyanide,  is  something  over 
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20,000,000  pounds.     That  is  correct  so  far  as  poundage  is  conrtrrr- 
but  our  statistics  are  based  upon  the  standard  of  96  to  W 
sodium  cyanide  content.     In  practically  all  of  the  13,000,000 
imported  from  Canada  the  sodium  cyanide  content  was  under  o^i  i^ 
cent.     While  the  statement  in  our  brief  showing  that  impartat*  - 
of  1920  were  approximately  15,000,000  pounds  is  based  oo  a  swi--- 
cyanide  of  96  to  98  per  cent. 

Senator  Smoot.  That  would  make  a  big  difference  ? 

Mr.  RiGNEY.  It   does   make   a  big  difference.     I   worked   it 
hmriedly,  and  found  the  figures,  based  on  the  standard  strengi*^ 
sodium  cyanide,  would  equal  approximately  15,000,000  |>oun<i-B>. 

This  is  an  essential  industry  in  war  and  in  peace.     During  th^  » ■-■ 
our   organization   supplied   cyanide    to   about   30   American   •»t 
engaged  in  the  manufacture  either  of  arms  or  ammunition.     HoiMlrv 
of  tons  of  cyanide  were  supplied  to  manufacturers  of  automobile^  tr 
auto  trucks  for  Government  use.     Health  boards  and  port  uffK--* 
were  supphed  with  large  quantities  of  cyanide  for  fumigating  v 
poses. 

To  prevent  the  ravages  of  insects  in  the  citrus  groves  of  the  Pa/.* 
coast  m  times  of  peace  as  well  as  war  from  1,000  to  1,500  toifc  %' 
required  annually  to  develop  hydrocyanic  gas.     From  2.000  to  3.*»' 
tons  of  cyanide  are  requirea  annualljr  for  use  in  mines  of  the  Un:*-: 
States  in  the  extraction  of  gold  and  silver  from  the  low-grade  c»r» 

Modern  methods  of  electroplating  and  rust-proofing  of  metai«  ^ 
not  be  emploved  without  the  use  of  cyanide.     These  two  induct**  - 
now  lead  in  the  consimiption  of  cyanides. 

The  latest  and  most  improved  methods  of  surface  hardenini^  • ' 
steel  and  the  heat  treating  of  steel  and  iron  require  the  use  of  cyaniiV 

This  is  one  of  the  few  mdustries  that  did  not  attempt  to  niakf  &r 
enormous  profit  from  the  conditions  produced  by  the  war. 

Our  labor  cost  and  our  raw  materials  cost  increased  fnim  11»M  ' 
1918  slightly  over  100  per  cent. 

Due  to  tfte  fact  that  the  production  of  cyanide  at  our  plant*  »•- 
very  large,  the  overhead  necessarily  was  reduced,  and  the  pvat*- 
increase  to  any  of  our  customers  was  10- per  cent. 

One  of  the  larcost  consumers  of  cyanide  in  the  mining  indu.*tr. 
the  Homestake  Mining  Co.,  used  during  the  years  1914  to  iv. 
inclusive,  sodium  cyanide  96  to  98  per  cent  in  tlie  quantities-i  •«'' « 
the  prices  as  follows: 


Year. 


Quantity 


1  PouTids. 
1914 1    ;WiO,000 


191  ">. 
191B. 
1917. 
1917. 


2^2,000 

:ioo,ooo 
ao.ixio 


Value. 


$67.3:W.OO 
().'),082.'>fi 
«5.  .t65.  00 

s7,r)Oo.oo 

9,000.00 


Price. 


Year. 


<^uantitT.      Va)o« 


CriUn.  PtmmiM. 

18.71  ,    1918 IIO.'JOO  tJ3.0«!L«»« 

20.  IH      1918 .irt.OOO  t2.S<mf«> 

23.25      1919 •    2'«,«»  «.7».ai 

25.00      1920 250.UUI>  l).T3a^<M 

30.00 


So  far  as  the  citrus  industry  on  the  Pacific  coast  is  concerned,  r  • 
a  well-known  fact  that  this  inaustry  can  not  go  on  without  fumtK*-" ' 
by  hydrocyanic  gas,  which  is  developed  from  cyanide.  With  )"' 
permission  1  would  like  to  read  into  the  record  a  part  irf  a  lesi*^ 
received  bv  us  from  Mr.  Hutchens,  the  manager  of  the  Fruit  G^»w^^ 
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pply  Co.,  of  Los  Angeles,  Calif.,  dated  February  21,  1921,  as 
loiwrs  [reading]: 

•Vliile  the  supply  of  cyanide  was  naturally  curtailed  somewhat  and  limited  to  our 
uaI  requirements  during  the  war  period,  owin^  to  the  imperative  demand  for  the 
terial  iot  other  purposes,  our  supply,  as  I  recall  it,  was  sufficient  to  cover  our  needs, 
ci  in  n.o  instance  that  I  recall  did  our  members  suffer  loss  through  failure  to  receive 
aiii<ie . 

Tlie    membership  of  Fruit  Growers'  Supply  Co.  represents  approximately  75  per 
lit   of  the  citrus  industry'  of  California. 

THe  Kruit  Growers'  Supply  Co.'s  dealings  with  the  R.  &  H.  Co.,  covering  a  term  of 
'Ars,  hkave  been  very  satisfactory  and  we  Relieve  have  resulted  in  material  l^enefit 
i<l  sa^dne:  to  our  members.  The  failure  of  the  R.  &  H.  Co.  to  abrogate  their  contract 
r  <*yaiiide  imder  the  war  clause  during  that  period  was  greatly  appreciated  by  us. 
Tlie  ad\'ance  in  the  annual  price  charged  the  Supply  Co.  for  cyanide  during  the 
ar  period  covered,  as  we  understood  it,  the  increased  cost  of  production  only,  and 
i<\  not  tAke  into  account  the  increased  selling  value  of  the  material. 

The  foregoing  is  used  by  permission. 

^Vs  a  further  indication  of  the  manner  in  which  business  is  done 
'V  our  organization  and  of  the  appreciation  thereof  by  our  custom- 
rs,  I  desire  to  quote  from  an  unsolicited  letter  of  the  3d  of  this 
noTith  from  one  of  our  large  customers: 

WTiile,  of  course,  it  is  welcome  to  us  to  receive  lower  prices  on  any  of  our  supplies, 
»n  ajf*coimt  of  the  necessity  of  manfacture  at  cost  or  less  which  we  are  now  ralcing, 
ret,  on  account  of  our  past  experience  with  you  and  recognizing  the  attitude  you 
ook  to  all  your  customers  during  the  war,  we  always  accept  any  statement  you  make 
ifi  to  costs  or  prices  without  question  and  only  regret  that  your  mai'gin  of  manufacture 
s  not  greater. 

Permission  not  having  been  obtained  from  the  customer,  on  account 
of  lack  of  time,  the  name  of  the  writer  is  withheld  but  ^dll  be  furnished 
if  desired. 

Senator  Smoot.  How  much  cyanide  of  potassium  is  manufactured 
in  the  United  States  ? 

Mr.  RiGNEY.  No  cyanide  of  pota.ssium  at  this  time,  but  cyanide  of 
sodium  is  manufactured  in  the  United  States.  We  are  manufac- 
turers of  sodium  cyanide. 

Under  the  Dingiey  Tariff  Act  the  dutj  on  potassium  cyanide  was 
reduced  from  25  to  12^  per  cent.  Sodium  cyanide  was  not  known 
commercially  at  that  time.  The  Payne-Aldrich  Act  continued  the 
duty  on  potassium  cyanide  at  12^  per  cent  but  contained  no  reference 
to  sodiima  cyanide.  Sodium  cyanide  was  however  held  dutiable 
under  the  provisions  of  the  act  of  1900  as  a  chemical  compound 
(T.  D.  32681). 

Our  company  gave  up  the  manufacture  of  potassiimi  cyanide  and 
took  up  the  manufacture  of  sodium  cvanide,  as  the  reduced  duty  on 

f^otassmm  cyanide  made  it  impossible  for  us  to  compete  with  the 
oreign  manufacturer. 

The  Chairman.  Are  they  used  for  different  purposes  ? 

Mr.  RiGNEY.  They  are  used  for  practically  the  same  purpose. 

The  Chairman.  They  were  on  the  free  list  under  the  McKinley 
bill,  were  they  not  ? 

Mr.  RiGNEY.  I  do  not  know,  but  under  the  Payne-Aldrich  Act  the 
duty  on  potassium  cyanide  was  12^  per  cent,  and  sodium  cyanide, 
under  the  basket  clause,  was  25  per  cent. 

Senator  Smoot.  What  I  was  getting  at  was  that  the  importations 
of  cyanide  of  potassium  amoimted  to  13,352,208  pounds  in  1921 — 
that  is,  for  the  12  months  ending  June  30, 1921 — and  I  notice  in  the 
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L'    — ^  1  ::s    :r  the  year  1918  down  to  the  June  of  this  year  ■ 

•  •  1^3^: .mi  «"Tanide  is  about  7  cents,  sometunes  7^.     PoUir.j. 
._- .:    -r  3.     !ieaper  article  than  cyanide  of  sodium.     It  is  ci  - 

•  •   "-r  '  ^  I  -^Tiat  are  you  selling  the  sodium  cyanide  for  now  ? 

-  >ZY.  High-grade  potassium  cyanide  is  not  cheapo.    **.' 
•_?•      z  .nets  for  sodium  cyanide  are  made  at  21^  to  23  cents,  w: 
.  _  .--■  TJ^  IS  charged  for  small  lots.     Will  you  allow  me,  S«i4*  • 

i^  "hat  •lirference  ? 
^*-';-  r  ^MooT.  What  you  stated  was  that  you  figured  upc 
^  •   .-r-iv-riome  percent? 

'     .:  NEY.  Our  cyanide  is  96  to  98  per  cent,  and  that  menu  - 
-  >-nc»rt  IS  die  product  of  the  American  corporation  opex*:.": 
.:ia«.a   making  a  low-grade  material,  which   they  are  ti^-: 
.  !!i:  is  pt^tas&ium  cyamde,  but  it  is  not  potassium  cyanide 

5-  ti:*  j^r  -t^>  per  cent  sodium  cyanide  instead  of  96  to  98.  w:- 

^  .♦v^^»i£*:.^eti  standard. 

>»  'It  tirt<i^t?Qcies  of  the  present  tariff  act  as  passed  by  the  II  .« 
MTr>orua rives  are  very  apparent.    The  pnncipal  raw  matrr. 
->  • .  ^u    '•  :iaitie  !s  caustic  soda.     It  takes  about  1  pound  of  cau* 
.1    .■   'taAv»  A  round  of  sodium  cyanide.     The  duty  on  caustic  -  •  ■ 
•V   V'l'ienrood  tariff  was  one-fourth  cent  per  poomi     .- 
.•••c?<^i  w^  .:as  doubled  that  duty  to  one-half  cent  per  pound 
--  nv.r  ^ui.H^^r.  Your  15  minutes  is  up,   and  I   was  wonder- : 
,.  '      ■  .1  ^.ad  put  in  your  suggested  amendment. 

;•    svv    w*^  have  in  our  brief.     One  of  the  other  essec-.. 

•  rt>  '^rx^  js  anhydrous  ammonia.     It  takes  practically  one-i. 

.    I   v:*.v.  drv^us  ammonia  to  make  a  pound  of  sodium  cvan.  .• 

^  ..>  ^:tLa.ioiua  paid  a  duty  of  2^  cents  a  pound  undfr  *.. 

^  ^«:   V  ?.  and  it  is  allowea  to  remain  at  that  rate  under  tr 

I^ur  I  know  that  manufacturers  of  ammonia  ki' 

K-^.ci^^i  before  vour  committee  or  will  appear  before  y*'*' 

V  *c<v  -l:  that  the  duty  be  increased. 
^  w*^    .*o  :wo  principal  raw  materials.    The  other  raw  matrr.i. 
.••.-,    i:*d  that  is  on  the  free  list. 
-    ^  t  *•*  :shed  product  which  requires  two  separate  prore**'* 

*."•'*-:'     -^  large  percentage  of  the  cost  is  for  laoor.  »"' 
V.    ».  ^     .^vv*  percentage  for  power.     It  is  left  on  thefn^li*" 
v^.      v  .  vo  principal  raw  materials  used  in  its  productioo  ••'' 
.*  \o  a:  a  comparatively  high  rate. 
I  vxvvr.  The  two  materials  you  speak  of  are  what  I 
i*\.  NN^    Caustic  soda,  the  proposed  duty  on  which  is  on^-b ' 
. »    H  v,'*v».  and  the  other  is  anhydrous  ammonia  with  «  i^\ 
. .    ^  vr  pv>und. 

V  N -./ i^»ntlemen,  and  respectfully  request  that  the  k*"-' 
.  K    '  , v^  iih  be  printed  in  the  record. 

»  .,.   s:i''^mittea  by  Mr.  Rigney  is  here  printed  in  full  i- 

vv(w^  ^>r  ras  Roessler  &  Hasslachbr  Chemical  Co. 

AuocsT  15. 1« 

>., .  >'  ::<s  Senate^  Waskington^  D,  C: 

^  ^  ^  V  tatf^'Y  bill  (H.  R.  7456)  we  respectfully  request  that  pot**- 
^  .  -^N'  iiw  c>;uude  be  taken  from  the  free  list,  panrnpha  1636  and  !*»'■* 
\v  ^«M  -^N^laAntied  under  a  new  paragraph  with  a  duty  of  either  Si  f* 
^^-^^^^  x'C  »  oenta  per  pound  apr 


■   st« 
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.n  or^er  that  the  cyanide  industry  built  up  under  the  protection  afforded  by  the 
yne-Aldrich  Act,  and  enlarged  and  extended  during  tne  World  War  to  meet  alii 
^  x^equirements  of  the  United  States,  be  adequately  protected,  it  is  essential  that 
cyskixide  salts,  irrespective  of  the  carrier  used,  be  dutiable  at  the  same  rate.  The 
ail&l>le  cyanogen  in  such  salts  being  the  valuable  active  constituent  of  the  cyanide, 
lile  t^e  potaffiium,  sodium,  barium,  calcium,  or  other  substances  simply  act  as 
liicles  for  the  cyanogen,  it  is  therefore  suggested  that  in  order  to  facilitate  the 
»rk  of  the  customs  officials,  as  well  as  estabhsh  a  uniform  rate  of  protection  on  thi» 
nxmodity  which  may  be  designated  by  various  trade  names,  a  new  paragraph  be 
serted  in  the  tariff  act,  immediately  following  paragraph  30,  to  read  as  follows: 
"  P.A.R.  31.  Cyanide:  Potassiimi  cyanide,  sodiimi  cyanide,  all  cyanide  salts  and 
'aiiid.e  mixtures,  combinations,  and  compounds  containing  cyanide,  33^  per  cent 
I  valorem  (7  cents  per  pound  specific)." 

Potaasiiun  cyanide,  sodium  cyanide,  and  other  cyanide  salts  are  generally  used 
r  tb.e  same  purposes.  Practiauly  all  of  the  potassium  cyanide  used  in  the  United 
tales  is  imported,  as  the  manufacture  thereof  in  this  country  was  discontinued 
h.eii  ttke  dutjr  thereon  was  reduced  from  25  per  cent  to  12^  per  cent  under  the  Dingley 
ariff  Act.  The  manufacture  of  sodium  cyanide  was  then  taken  up  and  under  the- 
rotection  afforded  by  the  Payne- Aldrich  Act  (25  per  cent  ad  valorem)  the  industry 
'auB  built  up  in  this  country,  so  that  it  was  in  a  position  at  the  beginning  of  the  World 
^ar  Za  supply  a  sufficient  quantity  of  sodium  cyanide  to  meet  the  requirements  of 
he  XJiuted  States.  Since  the  close  of  the  World  War,  particularly  during  the  last 
ive  and  a  half  years,  this  country  has  been  flooded  with  both  sodium  cyanide  and 
lotaasium  cyaniae,  said  commodities  being  on  the  free  list  under  the  present  tariff  act . 

RAW  MATERIALS. 

The  raw  materials  used  in  the  manufacture  of  sodium  cyanide  in  the  United  States- 
vie  caustic  soda,  anhydrous  ammonia,  and  charcoal.    All  of  these  materials  are  pro- 
iuced  in  the  United  States,  and  during  the  year  1919  approximately  15,000,000 
pounds  of  caustic  soda,  6,000,000  pounds  anhydrous  ammonia,  and  7,500,000  pounds 
ot  charcoal  were  used  by  your  petitioner  in  the  manufacture  of  sodium  cyanide. 

USES  OF  CYANIDE. 

Due  to  the  untiring  efforts  of  the  experts  in  the  employ  of  this  company,  many 
new  and  important  uses  have  been  developed  for  cyamde,  principally  among  these 
being  new  methods  in  electroplating  and  the  heat  treating  of  steel.    The  electro- 
plating industry  now  consumes  approximately  30  per  cent  of  all  the  cyanide  used 
in  the  United  States,  while  about  20  per  cent  of  such  consumption  is  devoted  to 
heat-treating  of  steel.    About  25  per  cent  of  the  annual  consumption  is  used  in  the 
gold  and  silver  mining  industries,  while  15  per  cent  of  such  consumption  is  used 
for  fumigating  purposes  in  the  citrus  industry  on  the  Pacific  coast,  and  at  border 
ports  and  railway  terminals  for  the  protection  of  the  public  health  and  welfare  by 
exterminating  animal  and  insect  life  detrimental  thereto.    Approximately  10  per 
cent  of  the  normal  consumption  is  used  in  the  dye  and  color  industry  and  various  > 
other  industries. 

PRESENT  COMPETITION. 

The  German  and  Ozechoslovakian  manufacturers  of  cyanide  have  a  decided  ad- 
vantage over  the  American  manufacturer  in  the  shape  of  cheap  raw  materials  and 
low  rate  of  wages.  The  wages  paid  to  skilled  help  in  the  chemical  industry  in  the- 
United  States  is  five  times  as  much  as  that  paid  for  similar  labor  in  Germany  and 
Czechoslovakia,  while  the  rate  paid  for  common  labor  in  the  United  States  is  three- 
and  one-half  times  as  much  as  that  paid  for  common  labor  in  central  Europe. 

A  corporation  organized  under  the  laws  of  the  State  of  Maine  conducts  a  plant  at 
Niagara  Palls,  Ontario,  Canada,  where  a  low  grade  of  cyanide  (about  24  per  cent 
cyanogen)  is  manufactured  and  shipped  to  the  United  States  in  large  quantities. 
This  company  enjoys  the  advantage  of  Canadian  hydroelectric  power  at  about  one- 
half  the  rate  paid  by  your  petitioner  at  its  plant  on  the  New  York  side  of  the  Niagara 
River. 

THERE   IS   NO   MONOPOLY  IN  THE   UNITED  STATES. 

The  Roessler  &  Hasslacher  Chemical  Co.  has  no  monopoly  on  the  manufacture  of 
cyanide,  as  all  its  patents  under  which  cyanide  is  manufactured  in  the  United  States 
have  long  since  expired.  It  is  a  fact,  however,  that  the  processes  used  by  the  above- 
mentioned  American  company,  in  the  manufacture  of  cyanide  at  its  plant  in  Canada, 
We  protected  by  live  patents,  both  in  the  United  States  and  Canada. 
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NOT  A   GERMAN   CONCERN. 

The  Roemler  &  Uasslacher  Cliemica]  Co.  was  oi^anized  under  tlie  i«wv  ol  i^  «  « 
of  New  York,  in  May,  1889,  since  which  time  its  management  has  bem  in  IW  i« 
of  either  a  native  bom  or  naturalized  American  citizen.    Wh«n  wai  v«»  dpir^- 
between  the  United  States  and  Germany  approximately  47  per  cent  of  the  ii>  t 
said  company  was  owned  by  Germans.    This  stock  wa*  turned  over  to  tfc4>  Ab^  f*- 
erty  Custodian  as  soon  as  a  demand  for  same  was  made  by  him.    Tlie  title  to  i  ?«.' 
of  the  stock  owned  by  American  citizens  was  questioned  by  the  AIm*^  IS»*»- 
Custodian  and  actions  are  now  pending  in  the  United  Statee  conrtJ  to  Aie^  ■ 
the  question  of  ownership. 

THE   INDUSTRY  DURING  THE    WAR. 

As  soon  as  the  importation  of  cyanide  was  curtailed  by  reason  of  the  fcviw . 
war  your  petitioner  immediately  made  arrangements  to  ei^arge  its  plant  sc* » * 
in  a  position  to  supply  all  of  the  industries  using  cyanide  in  the  United  St 
requirements  were  met  and  some  cyanide  was  supplied  to  the  mines  in 
(ventral  America  and  other  industnes  in  various  parts  of  the  Western 
So  far  as  we  know,  every  pound  of  cyanide  used  either  directly  or  indir«rtJ>  if    - 
United  States  Government  in  its  manifold  war  activities  was  made  and  vofif^i^: 
us,  regardless  of  the  fact  that  the  United  States  Government  spent  appmuto 
$3,000,000  in  the  construction  of  a  plant  for  tiie  manufacture  of  cyanide  at  M** 
Va.    Hundreds  of  men,  who  might  have  otherwise  been  employed  if  ikkI  iftd?  ■ 
into  the  Army,  were  engaged  in  the  erection  of  this  plant,  which  was  ne^«* 
mercially  worked  and  which  was  sold  after  the  armistice  for  $225,000.     Ihinu 
last  year  of  the  war  this  company,  in  addition  to  supplying  the  requiiement^ 
Western  Hemisphere,  filled  a  large  order  for  the  French  (fovemwent. 

PUTY  ON  CYANIDE  A  REVENUE  PRODUCER. 

During  the  fiscal  year  ending  June  30,  1914,  appfoiomately  9.006.600  fu^wi- 
cyanide  was  imported  and  a  slightly  larger  quantity  manufactured  in  the  I  ^' 
States.    During  the  war  our  production  was  increaseid  to  approximately  IT  <ii'  ■■ 
pounds  per  annum.    According  to  the  most  reliable  statistics  a>-ai]able  thfic*  "' 
during  the  calendar  year  1920  amounted  to  approximately  15,000^000  ponwly «-(     - 
nide  salts  of  the  recc^ieed  standard  strength.    A  duty  of  6  cents  tier  pstmd  m  •* 
importation  would  have  produced  a  revenue  of  over  1^900.000.    Admittinc.  hr  -- 
flake  of  argiiment,  that  prewar  conditions  will  again  prevail  and  that  appmu^^ 
one  half  of  the  cyanide  consumed  in  the  United  States  will  be  imported,  it  U  ^  • 
assume  that  the  annual  duty  collected  thereon  at  the  rate  requested  wiB  h^  fc' 
excess  of  half  a  million  dollars.     If  cyanide  salts  are  allowed  to  letnatn  <n  fW  ** 
list  the  Government  will  not  lose  not  only  the  revenue  to  be  obtained  fran  lhei»>'' 
<luty  but  will  also  lose  the  taxes  which  would  be  paid  by  the  American  maaviv  ^  • ' 
of  cXunide  salts  and  the  American  manufacturers  of  the  raw  materials  awd  *hf^ 
as  well  as  the  tax  on  the  incomes  of  the  many  employees  of  these  industries 

INCONSISTENCIES  IN  PRESENT  TARIFF  BILL. 

Common  salt,  the  basis  of  all  sodium  compound  has  been  taken  fh>a  the  ff»«  * ' 
and  under  paragraph  78  is  dutiable  at  1 1  cents  per  100  pounds  in  pat^kaiRe  tmd :  **-'^ 
per  100  pounds  in  bulk,  and  the  duty  on  caustic  soda  is  increased  fron  )  crav ' 
cents  per  pound  while  sodium  cyanide  a  manufactured  product  con^stinc  f^  ^v*   • 
independent  elements  is  left  on  the  free  list  (paragraph  1654  >. 

Under  paragraph  75,  practically  every  potash  salt  or  compound  con  tail 


known  to  chemistry,  is  dutiable  at  a  greater  or  less  degree,  with  the  ^xmj^- 
pota  '.sium  cyanide  which  is  accorded  a  special  pari^^raph  ( \^\)  on  the  free  w 

The  foregoing  facts  would  indicate  gross  discrimination  against  the  cyanide  t»i*2'' 
which  discrimination  we  res|)e<tfully  request  your  committee  to  remove 

Your  honorable  chairman  throughly  understood  the  conditiotts  coolivvtiu  ' 
cyanide  industry-  when  the  Underwood  tariff  was  under  consideration  in  191, <  w  *" 
the  industr\'  is  to-day  confronted  with  similar  but  more  serious  conditions,  w  *** 
the  liberty  of  quoting  from  the  speech  delivered  by  Senator  Penrc^e  in  the  I '  " 
States  Senate,  September  4,  1913: 

"Mr.  Pre.ndent,  in  the  presence  of  those  Memliere  of  the  Seiwie  who  ha\e  d-«»  "■; 
the  honor  to  have  the  appearance  of  liFtening,  I  was  endeavurine  U»  «liuw  a  ant^ 
uf  the  inconsistencies  in  the  chemical  schedule,  I  am  glad  that  the  (4iaimaii  id  ihr  <  ~ 
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tee  on  Fiannce  is  now  within  the  sound  of  my  voire  and  also  within  the  scope  of 
vijedon,  becauBe  1  come  to  sm  interesting  paragraph  concerning  which  he  may 

i^Hten  us. 

'  Tlie  cyanide  situation  created  by  the  bill  reported  by  the  Finance  Committee  of 
^^nate  is  similar  to  that  existing  in  1897  when  the  Dingley  tariff  was  under  dis- 

vion. 

*  At  that  time  only  cyanide  of  potassium  vraa  known,  and  the  duty  of  25  per  cent 
K  red.iiced  by  the  Dingley  tariff  to  12 J  per  cent. 

*  The  Hon.  Nelson  Dingley,  jr.,  in  hL«^  speech  introducing  the  conference  reported, 

*  *  The  duty  on  cyanide  of  potaspium,  which  was  placed  by  the  Senate  at  12^  per 
It,  has  been  unwillingly  left  at  that  point  by  the  House  conferees.  The  House 
iferees  believed  that  this  article  should  have  been  left  as  it  was  in  the  House  bill, 
tK  a.  duty  which  we  regarded  as  protective;  but  the  insistence  of  the  Senate  on  this 
lonclment  has  finally  obliged  the  House  conferees  to  surrender  on  that  point  and  to 
•ept  simply  the  12J  per  cent  pmv-ided  by  the  Senate  amendment.' 

■  *  Mr.  President,  this  incident,  whi^'h  miirht  seem  utoimportant  to  the  average  person 
t«^ninp:  to  my  statement,  is  full  of  the  deepest  significance.  I  wa*^  in  the  Senate 
len  the  Dingley  bill  became  a  law,  and  I  recall  the  red  motion  of  that  duty  from  25 
r  cent  whi*:£  was  carried  in  the  bill  when  it  came  over  to  the  Senate  in  1897,  to  12  J 
•^r  cent,  given  it  by  the  Senate  Finance  C'ommittee.  The  reduction  wan  made  at  the 
"irent  solicitation  of  the  then  Senator  Jones  of  Nevada,  and  other  western  Senators 
pres^enting  States  having  gold  and  silver  mine:^.  What  was  the  result?  In  con- 
fluence of  the  reduction  of  the  duty  rate  from  25  per  cent  to  12^  per  cent  the  manu- 
'ture  of  cyanide  of  pota??ium  was  discontinued  in  this  country.  Under  the  protec- 
on  of  25  per  cent  duty,  however,  the  manufacture  of  cyanide  of  sodium,  then  not 
no^'n  commercially,  wa*'  taken  in  this  country  and  has  flourished  and  developed  to 
uite  a  large  industry,  over  10,000,000  pounds  of  cyanide  of  sodium  being  now  manu- 
xtured  in  the  United  States  yearly. 

If  cyanide  of  sodium  should  be  put  on  the  free  list,  in  all  probability  itn  manu- 
fc'ture  would  also  be  abandoned  in  this  country,  and  the  country  be  deprived  of  a 
kn^e  consumption  of  (charcoal,  caustic  soda,  and  ammonia,  these  article?  being  the 
iiw  materials  used  in  the  manufa-^ture  of  cyanide  of  sodium. 

"The  direct  effect  of  the  manufa"ture  of  cyanide  of  sodium  in  this  country,  and  on 
he  oth&t  side  the  abandonment  of  the  manufa'-ture  of  cyanide  of  potassium,  i>  that 
<»-<ia>  cyanide  of  potassium,  is  sold  at  1  cent  higher  than  cyanide  of  sodium,  although 
yanide  of  potassium  fjays  at  present  only  12^  per  cent  duty,  while  cyanide  of  s<;dium 
>ays  2.3  per  cent. 

"The  cyanide  of  potassium  is  all  imported,  and  the  cyanide  of  sodium  is  all  manu- 
acutred  here,  the  price  of  the  former  Imnv:  1  cent  higher  than  the  cyanide  of  sodium. 
'Mr.  President,  this  incident  of  cyanide  of  potassium  has  often  l)een  referred  to 
l>y  the  historian  of  tariff  debates  to  show  how  little  the  American  consumer  has  bene- 
rited  by  the  reduction  of  a  duty  which  results  in  the  destruction  of  an  industry, 
rbe  American  industry  of  cyanide  of  potassium  having  been  destroyed  by  the  reduc- 
tion made  in  the  Dingley  law,  the  American  consumer,  as  I  have  said,  had  to  import 
all  of  this  article  from  Germany,  ^sith  the  consequent  result  that  he  was  compelled 
lo  pay  1  cent  higher  for  cyanide  of  potassium  than  he  was  for  cyanide  of  sodium,  all 
of  which  was  made  in  the  United  States,  and  which  was  paying  a  duty  of  25  per  cent 
ad  valorem.  Had  the  duty  been  kept,  as  Mr.  Dingley  wanted  it,  upon  cyanide  of 
potassium,  and  had  not  the  Senate  committee  been  compelled  to  yield  to  the  demands 
of  a  small  group  of  western  Senators,  most  of  them  at  that  time  on  the  Republican  side 
of  this  chamber,  the  American  industry  would  doubtless  be  flourishing  to-day  and  the 
•Vmerican  consumer  would  not  be  at  the  mercy  of  the  German  syndicate  and  the 
(Jorman  trust. 

'Now,  I  am  going  to  cloge  this  very  inadequate  analysis  of  Schedule  A  by  calling 
attention  to  the  cyanide  of  potassium  situation  in  the  present  Congress,  because  it 
offers  an  illustration  of  what  has  happened  and  what  will  haj)pen.  No  better  illus- 
tration is  furnished  than  by  the  situation  involved  in  the  cyanide  of  potassium  and  the 
<  yanide  of  sodium  duties. " 

The  fulfillment  of  the  prophery  voiced  by  Senator  Penrose  was  simply  deferred 
by  the  intervention  of  the  World  War  and  is  now  being  rapidly  realized.  Our  raw  ma- 
terial plant  at  St.  Albans,  W.  Va.,  is  cloeed,  while  our  plant  at  Niagara  Falls,  N.  Y., 
w  running  on  part  time.     The  finished  product  plant  at  Perth  Amlwy ,  N .  J . ,  suspended 

operation  for  several  months,  and  after  a  brief  iieriod  of  oi)eration,  is  again  shut  down. 
If  cyanide  is  lUlowed  to  remain  on  the  free  list,  it  can  not  be  manufactured  in  the 

IHiited  States  in  competition  ^ith  the  manufacturers  of  Europe,  principally  (lermany 

and  fzechosloA'akia;  therefore,  the  consumers  of  cyanide  in  tne  United  States  will  be 
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entirely  dependent  upon  foreign  produceiB.   Should  any  unforeBeen  evmt  o  -    - 1 
would  prevent  the  importation  of  cyanide  into  the  United  States,  these  <  :^  - 
would  then  be  without  any  source  of  supply. 

The  cyanide  industry  in  the  United  states  was  built  up  under  the  Payiy  > 
Tariff  Act,  and  when  the  present  tariff  act,  under  which  cyanide  wa»  phrv^ 
free  list,  went  into  effect,  our  company  alone  continued  to  manufacture  ^%i.-.  • 
limited  quantities  until  the  outbreak  of  the  World  War.    As  our  maniifartuni^    . 
was  intact,  we  were  in  a  position  to  increase  our  production  of  cyanide  u*  tij^     - 
requirements,  not  only  of  the  United  States  but  of  the  whole  Western  Dfisi-  . 
but  had  a  longer  period  intervened  between  the  passage  of  the  tariff  a^t  '-i  '  ■ 
the  outbreak  of  the  World  War,  our  cyanide  plant  would  have  been  con>en«*: " 
uses  or  scrapped,  and  these  same  consumers,  who  are  now  ohjectini;  Ui  a 
cyanide,  would,  during  the  war,  have  been  imable  to  obtain  the  ne<*««nn  * 
of  this  very  essential  chemical. 

The  development  of  the  cyanide  industrv  in  the  United  Statefi  wao  brt>tx:i.* . 
largely  through  our  close  cooperation  with  the  consumers  and  our  coft-i--  : 
deavors  to  meet  their  requirements  as  to  quality  and  price.     We  not  onh  I 
new  uses  for  cyanide  but  assisted  many  others  in  perfecting  their  |»Lui»  f •  r  - 
of  this  chemical  in  their  respective  industries.    Only  as  manufactureiF.  &£.•! 
importers^  can  we  continue  this  cooperation  and  development. 

During  the  World  War  all  our  energies  were  devoted  to  meeting  the  rw^ji-- • 
of  the  consumers  in  this  country,  including  those  who  formerly  used  th«-  a 
material  as  well  as  our  own  customers.    No  opportunity  was  affonied  for  r* 
ments  in  the  method  of  production  which  would  tend  to  reduce  cost;  tiieT^:  '    * 
feel  that  during  this  unsettled  period  of  reorganization  and  reconatructioii  T'  * 
have  sufficient  protection  to  enable  us  to  meet  the  present  foreign  comp»»»jt'  - 
to  further  develop  and  perfect  the  industry  to  such  a  degree  that  it  can  tarr*  • 
compete  in  all  markets  of  the  world. 

Respectfully  submitted. 

ROESSLER  &   HaSHLACHER  C^BEMIa  «'. 

p.  Samuel  Rigney,  A$9i$tant  TrmM- "  - 

The  Chairman.  Mr.  Frank  C.  Marsh  was  to  have  appeared  M  - 
the  committee  representing  the  Baker  Castor  Oil  Co.  He  send* »  • 
that  he  hds  been  detained  by  sickness,  but  desires  to  hare  ft  f ta'f- 
ment  printed  in  the  record.  It  is  not  customary  for  the  oomm"- 
to  permit  statements  unless  accompanied  by  the  author  when  pr^* ' ' 
here  for  examination.  But  under  these  circimistances  I  timift  - 
would  not  be  amiss  to  permit  Mr.  Marsh's  statement,  which  \>  >  * 
long,  to  go  into  the  record. 

(The  letter  of  F.  C.  Marsh,  dated  August  16,  1921,  and  accompi*:' 
ing  brief,  directed  by  the  cnairman  to  be  inserted  in  the  reciir:   • 
here  printed  in  full,  as  follows:) 

Baker  Castor  Ott  *> 
.V(pu'  Yoik,  AuyvMt  1^  ■ 
Hon.  Boies  Penrose, 

Chairman  Senate  Finance  Committee , 

Washington  J  D.  C. 

Dear  Sir:  Our  Mr.  F.  C.  Marsh,  who  is  down  for  a  hearing  on  the  chemiri.  * 
to-morrow,  the  17th  inst.,  is  unable  to  go  to  Washington,  on  account  of  iUbp*    • 
closed  please  find  his  brief  on  castor  oil.  alizarin  assistant,  and  castor  seed.  »H 
desires  to  file  with  the  Finance  Committee. 
Yours  very  truly, 

F.  A,  Marsb,  Serrttanf  and  T^-' 


Baker  Cantor  On.  io 
New  Yori,  Avyutt  /< 
Hon.  BoiBS  Penrose, 

Chairman  Senate  Finance  Committee y 

Washington^  D.  C. 

Dear  Sir:  Referring  to  the  tariff  act  of  1913.  schedule  A.  pansnirfi  i^  '*-^ 
pressed;  and  schedule  G,  paragraph  212,  castor  beans  or  seeds.  The  dpv  t&n" 
that  recently  passed  the  House  of  Representatives  imUceB  tke  duty  on  ctfwr  '• 
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t^  £L  pound,  alizarin  assistant  25  per  cent  ad  valorem^  and  castor  beans  or  seeds 
*  "jatts  a  bushel  of  50  pounds.  There  seems  to  be  an  injustice  as  regards  the  duty 
Lli  ?;;s^xin  assistant. 

ALIZARIN   yiSSISTANT. 

*>ii£=5  product  consists  of  castor  oil  treated  'with  an  acid  to  make  it  sohible  in  water 
I  is  used  as  a  mordant  and  a  softener.  It  is  called  by  various  names:  Alizarin 
et£kjcit,  Turkey  red  oil,  soluble  oil,  etc.,  made  and  sola  under  varying  strengths 
ording  to  the  quantity  of  castor  oil  used  in  the  mixture.  The  vahie  of  the  article 
:>rlrfcoi pally  the  castor  oil  content.  The  rate  of  duty  should  closely  approximate 
<.liit.y  on  castor  oil  for  that  reason.  We  do  not  manufacture  ahzarin  assistant  but 
I  oastor  oil  to  the  alizarin  assistant  makers.  We  have  no  statistics  of  the  quantity 
this  article  |)roduced  in  the  United  States,  but  probably  20  per  cent  of  the  castor 
oil  t put  goes  into  alizarin  assistant. 

rixo  duty  on  alizarin  assistant  should  harmonize  with  the  duty  on  castor  oil.  stnd 
der  the  Fordney  bill,  passed  by  the  House,  it  is  out  of  line.  We  earnestly  desire 
ii  to  consider  the  duty  on  ahzarin  assistant  and  in  our  opinion  it  would  be  better 
ixia.k:e  the  duty  specific. 

Under  the  Dingley  Tariff  Act  of  1897  and  the  Payne  Tariff  Act  of  1909  the  duty  on 
.T^sLTLTk  assistant  was  specific,  and  the  relative  difference  between  the  duty  on  this 
tide  and  castor  oil  seemed  to  work  out  satisfactorily.  The  usual  grades  that  are 
1  ported  contain  from  50  to  75  per  cent  castor  oil. 

TARIFF  ACT  OF  1894. 

Par.  26.  Alizarin  assistantf  30  per  cent  ad  valorem. 
Par.  27.  Castor  oil,  35  cents  a  gallon. 

Par.  205.  Castor  beans  or  seeds,  25  cents  per  bushel  of  50  pounds. 
While  the  tariff  act  of  1894  was  in  effect  alizarin  assistant  was  imported  extensively; 
a  fact,  very  little  assistant  was  made  in  this  country,  consequently  a  smaller  (quantity 
f  castor  beans  or  seeds  were  imported.  We  suggest  the  dutv  on  alizarin  assistant  be 
acreased  to  50  per  cent  ad  valorem  instead  of  25  per  cent  under  the  Fordney  bill,  pro- 
dded it  is  desired  to  retain  an  ad  valorem  rate  on  l^is  article. 

The  duty  on  castor  beans  or  seeds  under  the  Fordney  bill  is  25  cents  a  bushel  of  50 
K)unds,  no  allowance  for  impurities  in  the  seeds.    This  figures  on  the  oil  content 
ibout  IJ  cents  a  pound,  therefore  we  estimate  the  protection  on  castor  oil  under  the 
Fordney  bill  the  difference  between  4}  cents  a  pound  for  the  oil  and  1 J  cents  a  pound 
lor  the  castor  beans  or  seeds,  which  is  31  cents  a  pound,  and  figures  about  33J  per  cent 
protection  on  the  present  value  of  castor  oil  abroad.    Sixty  per  cent  of  the  by-product 
( cajBtor  pomace  J  is  the  content  of  each  bushel  of  castor  beans.    Foreign  manufacturers 
atiip  only  the  oil  (40  per  cent)  keeping  the  castor  pomace  at  home.    This  article  com- 
mands as  good  a  price  in  their  market  as  in  America.    American  makers  pay  freight  on 
all  the  product,  100  per  cent.    No  drawback  is  allowed  for  exportation  of  castor  pomace. 
No  castor  beans  or  seeds  are  raised  in  this  country;  consequently  the  new  rates  to 
be  established  is  largely  a  revenue  measure  as  far  as  the  Government  is  concerned. 
Another  matter  which  is  exceedinglv  important  to  the  Government  is  the  continua- 
tion of  the  manufacture  of  castor  oil  in  this  country.    Unless  there  is  adeouate  pro- 
tection castor  oil  can  not  be  made  in  competition  with  England,  Brazil,  Cnina,  and 
Japan.    During  the  last  war  castor  oil  was  so  vital  and  necessary  that  the  United 
States  Government  built  a  castor  oil  plant  at  Gainesville,  Fla.,  fearing  that  there 
would  not  be  sufficient  castor  oil  for  the  airplanes  that  could  be  turned  out  by  the 
castor  oil  Qiills  in  the  United  States.    After  the  passs^e  of  the  tariff  bill  of  1913,  the 
competition  was  so  very  severe  it  looked  like  only  a  question  of  a  short  time  when  the 
United  States  mills  would  have  to  surrender  the  market  to  England,  Prance,  Brazil, 
and  the  Orient.    The  advent  of  the  European  war  saved  the  industry  to  America. 
Respectfully  submitted . 

F.  C.  Marsh,  President. 

The  Chaikman.  I  will  now  call  on  Mr.  Paul  B.  Mossman,  of  Pitts- 
burgh, Pa.,  representing  the  American  Refractories  Co.,  who  desires 
to  speak  upon  paraOTaph  47,  magnesite. 

Mj.  Mossman,  willyou  subnet  your  views  to  the  committee  1 
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STATEMENT    OF    MB.    PATTL    B.    MOSSMAV,    AMBBICAV   1£ 

FBACTOBIES  CO.,  PITTSBIJBOH,  PA. 

Mr.  MossMAN.  I   have   about  a   lO-minute  statement   heir-     v 
Chairman,  if  I  may  be  permitted  to  proceed. 

I  am  vice  president  and  general  manager  of  the  American  Ri^r» 
tories  Co.,  Pittsburgh,  Pa.,  and  I  am  here  to  protest  against  thr  r*' 
hibitive  duties  on  crude  and  dead-burned  magnesite  propoeed  hy 
Wa\\s  and  Means  Committee. 

First  of  all,  I  want  to  ask  that  magnesite  be  removed  from  Srhrc 
1 — Chemicals,  oils,  and  paints — ^where  it  has  been  placed  in  thf  ^ 
for  some  unknown  reason  by  the  Ways  and  Means  Commr- 
They  have  classed  magnesite,  a  crude  material  used  br  the  v- 
industry  and  which  is  dealt  in  in  carload  lots,  with  sorh  hssr 
refined  articles  as  Epsom  salts  and  medicinal  calcined  magrt^ 
which  are,  as  you  know,  handled  by  the  drug  stores. 

On  writing  Mr.  Fordney  for  an  explanation,  he  replied  that  iht* »: 
.done  on  the  reconmiendation  of  the  Tariff  Conmiission,  and  on  m^krz 
the  Tariff  Commission  for  the  explanation,  they  replied  that  thr}  : 
not  recommend  it.     In  the  Tariff  Commission  pamphlet  entit:- 
'^Suggested  Reclassification  of  Chemicals,  Oils,  ana  Paints/*  1921  i 
page  52,  will  be  found  references  to  medicinal  maCTesia  and  m-j 
nesium  chloride,  but  these  are  not  intended  to  ap^y  to  crude  ^* 
dead  burned  magnesite,  which  are  wholly  dissimilar  materiak.    ^' 
will,  therefore,  have  to  ask  this  committee  to  properly  claflsifv  to*- 
and  dead  burned  magnesite  with  fire  clays,  fire  brick,  etc.,  in  Schf«r-- 
2 — Earths,  earthenware,  and  glassware — if  it  shall  be  made  dutub- 
or  in  the  free  list,  if  it  shall  remain  free  of  duty  as  in  all  pivr-j.  .* 
tariff  acts. 

I  am  informed  that  the  United  States  TariflF  ConMniasion  is  pr^p* 
ing  and  will  later  present  to  the  Finance  Conunittee  a  revised  sur.- 
of  information,  giving  a  correct  view  of  the  maenesite  situatiim.  '•- 
in  advance  of  that  revised  survey  we  want  to  take  exception  to  mu 
of  the  so-called  *'  information  '^  on  the  magnesite  industry  compiW  * 
the  United  States  Tariff  Commission  for  the  use  of  the  Wav?  *: 
Means  Committee,  and  particularly  to  the  testimonv  of  Mr.  (iu\  ' 
Riddell,  who  professed  to,  but  did  not  represent  the  l^ariff  Coiiiiniss» 
at  Ways  and  Means  Committee  hearings.     In  opening  his  remATi- 
Mr.  Riddell  made  the  statement  that  the  Tariff  Commission  had  nu ' 
a  careful  survey  of  the  mamesite  industry,  which  was  contrary  k-  tr. 
facts,  and  then  went  on  with  some  absolutely  incorrect  and  misle*^** 
statements.     I  do  not  mean  to  say  that  Mr.  Riddell  intenti'^' 
misrepresented  conditions,  but  nevertheless  a  great  deal  of  his  t«* 
niony  was  incorrect.     Much  of  the  information  the  Tariff  ColnInb^'• 
had  of  the  industry  at  that  time  was  handed  to  them  by  Mr.  BtbhrK 
president  of  the  Northwest  Magnesite  Co.,  as  representative  of  '"■ 
Western  Magnesite  Association,  and  submitted  by  Mr.  Riddell  to  >' ' 
conunittee. 

In  the  Tariff  Commission  survey  (see  p.  48  of  Tariff  Infonn*"  ' 
for  use  of  the  Ways  and  Means' Conunittee,  1921)  the    'aver*: 
costs '*  of  five  of  the  largest  producers  in  the  I'nited  States  tnf  p^ 
sen  ted  as  being  $25.37  per  ton.     Foui*  of  these  concerns  arr  ^^ 
producers  of  California,  one  of  which  is  located  42  miles  and  awH.V* 
22  miles  from  rail,  and  two  of  the  operations  are  now  exhaostfJ ' ' 
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practicai  purposes.  Not  oue  of  the  four  produces  synthetic  dead- 
rned  m^ign^mibe  in  competition  with  th«  NorthAvest  Ma^e3il:e  Co. ,  of 
^welah.  Wash.,  which  is  the  Sfth  company  referred  to  a&d  whose 
xluction  is  manv  times  that  of  anv  of  the  other  four.  The  Tariff 
tnnusiMOQ,  however,  simply  adds  t'Oeether  the  alleged  costs  of  the 
e  and  divides  by  five,  r^ardiesR  of  the  tonnage  produced  by  each. 
The  Tariff  ConuBission  further  conveys  infonaation  (see  p.  54  of 
^  above  bulletin)  to  the  effect  that  in  January,  1921,  the  selling 
ice  of  Austrian  dead-burned  m^:nesite  was  $55  to  860  per  ton 

0.  b.  B^timore,  while  the  Pfice  of  the  domestic  product  was  S58 
$64  f.  o.  b.  Chester,  Pa.     The  commission  took  this  inforihation 

>in  a  trade  journal,  which,  we  submit,  is  an  unreliable  source  for 
^Yi  inforiziation,  and  in  this  particular  case  is  manifestly  wrong,  as 
lester,  Pa.,  is  not  the  basing  point  of  prices  on  domestic  magnesite. 
The  Geological  Survey  has  estimatea,  and  the  Tariff  Commission 
notes  them,  that  85  per  cent  of  the  magnesite  produced  is  the  dead- 
iimed  product  for  the  steel  and  copper  industries,  yet  nowhere  in 
le  Tariff  Commission's  '*  Information  Surveys  for  the  Use  of  the 
iTays  and  Mea<is  Conunittee'*  do  they  state  that  there  is  but  one 
Dneern  in  the  United  States  producing  this  product.  To  the  con- 
rary,  they  make  the  misleading  statement  that  the  Northwest  Mag- 
eaite  Go.  is  the  ^'largest  producer,''  and  throughout  their  discussion 
t  would  appear  that  there  is  competition  between  that  company 
nd  a  umnber  of  others^  The  American  Refractories  Co.  produced  a 
ew  thousand  tons  dead  burned  from  the  Washington  deposits  in 
920,  but  this  was  only  due  to  the  refusal  of  the  Northwest  Magne- 
ite  Co.  to  sell  to  American  Refractories  Co.,  and  this  tonnage  was 
>roduced  at  a  gi'eater  cost  than  the  Northwest  Co.'s  selling  price. 
U  the  Wavs  ami  Means  Committee  hearings  in  June,  1919,  it  was 
contended  oy  Mr.  Riddell,  of  the  Tariff  Commission,  and  by  the  rep- 
"esentatives  of  the  Northwest  Magnesite  Co.,  and  again  by  the  latter 
at  the  Finance  Committee  hearing  in  January,  1920,  that  unless 
they  were  given  immediate  protection  by  an  import  duty  of  $25  per 
ton  their  business  would  be.  ruined  and  their  investment  of  several 
hundred  thousand  doUai's  would  be  lost. 

That  the  Northwest  Magnesite  Co.  has  not  yet  suffered,  after  more 
than  two  years'  open  competition  wilh  Austrian  magnesite,  is  evi- 
denced by  their  anility  to  advance  the  price  from  $32.50  per  ton 
f.  0.  b.  Chewelah  to  $36.50  on  July  1,  1920,  and  to  $38  on  September 

1.  1920,  eastern  consumers  in  the  early  part  of  1920  were  paying 
132.50  per  ton  f.  o.  b.  Chewelah,  which  with  $16.07  freight  and 
tax  made  the  delivered  cost  $48.57.  After  September  1,  1920,  they 
paid  $38  Chewelah,  plu3  $21.42  freight  and  tax,  noaking  the  delivered 
cost  $59.42,  an  increase  in  a  few  months  of  $10.85  per  ton. 

As  a  further  evidence  of  their  absolute  control  of  the  United  States 
^rket,  I  might  mention  that  no  consumer  east  of  the  Roeky  Moun- 
tains can  buy  direct  from  the  Northwest  Magnesite  Co.,  but  must 
place  the  buainesa  through  an  agency  to  whona  the  Northwest  Co. 
pays  $5.  per  ton  coimmiftaioa.  Con^iaeiing  thait  the  Northwest  Co. 
product  probably  does  cost  them  to  eocceed  $15  per  ton^.  it  is-  evident 
that  th»y  oiust  have  offeelive  control  oS  the  uBudustry  to.  warrant 
8«di  Uberalit^i,  f©»  which)  of  course,  the  cenwumer  pays. 

Re^rdless  of  the  Northwest  Magnesite  Co.'s  **swoam  coat,  sitate- 
^^^^^  '  haadefdi'  te  the  United  Staie^  Tar^  Goaftm^ion,  I  make  ^e 
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statement  advisedly  that  their  product  did  not  cost  to  exc«f«.  * 
per  ton,  including  all  proper  charges,  f .  o.  b.  cars  Chewelah-   A  ri^ 
glance  at  the  tremendous  profits  of  the  company  will  cotifin; 
accuracy  of  my  statement. 

It  is  likely  to  be  many  years  before  conditions  in  Austria  » 
permit  the  American  Refractories  Co.  or  the  Austrian  maet^ 
companies  to  furnish  the  competition  for  the  Northwest  Magt*^ 
•Co.,  even  in  the  Atlantic  seaboard  States,  to  which  the  ccmsnirrf' 
justly  entitled.  Austria's  entire  export  of  mamesite  in  1920  i*  'i 
only  55,200  tons,  of  which  27,300,  or  one-half,  went  to  GennAr- 

rroduction  costs  in  Austria  are  constantly  rising,  p&rtly  cl- 
the  shameless  inefficiency  resulting  from  the  socialistic  tenci^r 
of  the  people.  Heavy  taxation  will  continue  for  many  years  to  bur 
costs.  Even  now  we  are  facing  a  property  tax  of  25  per  ceni.  w 
must  appear  in  our  costs. 

I  want  to  impress  upon  the  committee,  the  intentional  but  mi' 
fest  error  of  the  proponent  of  this  duty  in  &skmg  that  it  be  lerir' 
•equalize  his  freight  rate  to  Atlantic  seaports.    J^ht  is  not  his  nu- 
.and  even  though  tariffs  were  levied   to  equalize  internal  f.i-j 
rates  he  would  not  be  entitled  to  that  equilization  east  of  the  atpp. 

f^oint  of  consumption,  else  what  happens  to  the  consumer  in  i* 
ndiana,  and  lUmois?     He  not  only  has  the  burden  of  the  ti' 
levied  at  the  port  of  entry,  but,  in  addition,  the  freisfat  and  '■ 
from  there  to  his  inland  destination.    He  would  be  absoTutelj  a: ' 
mercy  of  the  Washington  producer. 

It  will  be  well  to  bear  in  mind  that  all  of  the  factories  manufartur*^ 
magnesite  brick  are  located  in  Pennsylvania  and  Maryland  tnc  * 
imposition  of  a  prohibitive  duty  on  the  raw  material  will  quicklT  r  - 
these  brick  plants  out  of  business  and  result  in  the  establishment  r.*. ' 
the  domestic  raw  material  of  new  plants  to  replace  them.    Tbrtt 
ample  market  in  the  western  half  of  the  United  States  for  a  <•' 
profitable  business  for  the  Northwest  Magnesite  Co.  without  »• 
tariff  whatever. 

As  the  situation  now  stands,  the  dead  burned  ma^esite  is  b»  *. 
shipped  from  Chewelah,  Wash.,  to  Chester,  Pa.,  where  it  is  mti- 
into  orick  and  again  burned  and  a  large  part  of  these  brick  are  ship;- 
back  west  to  Illinois,  Missouri,  Minnesota,  Colorado,  Utah,  .Vni«' 
California,  Washington,  Montana,  and  British  Columbia.    The  f 
mendous  waste  of  transportation  in  this  operation  is  obvious  and  *-.* 
readily  be  converted  into  profit.     Why  it  has  not  been  we  cin  « : 
conjecture.     It  may  be  that  the  domestic  producer  prefers  to  «i'*  * 
action  until  final  decision  on  its  plea  for  a  prohibitive  import  ta.-"' 
in  the  hope  that  it  may  succeed  in  securing  to  itself  not  only  the  e r." 
United  States  market  in  dead  burned  grain  magnesite  but  the  c^* 
nesite  brick  market  also. 

The  reserves  of  magnesite  in  the  United  States  are  entiiviT  t  • 
small  to  justify  even  considering  a  prohibitive  duty  on  import>.  f 
effect  of  which  would  be  to  exhaust  our  reserves  ina  very  letr  ji-o 
Particularly  is  this  true  when  we  consider  that  this  ejchaiistion  v* .' 
be  largely  for  the  benefit  of  one  concern  which  has  aimidv  pn»S'' 
to  the  extent  of  many  times  its  original  investment.  The  (JiiJiC* 
Survey  estimates  the  California  reserves  at  the  insignificant  qiunt/ 

of  750,000  tons 

Senator  Simmons  (interposing).  How  long  would  that  last* if  tkr.-^ 
were  no  importations  ? 
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I^x*.  MossBfAN.  I  will  come  to  that  in  the  Geological  Survey  bulletin 
iixst  a  moment,  Senator,  if  I  may. 
Sonator  Simmons.  All  right. 

•  MossMAN.  And  even  this  I  consider  very  high,  if  applied  to 


oessible  deposits.  For  Stevens  County,  Wash.,  the  Survev  esti- 
at^os  a  total  of  about  7,000,000  tons,  but  they  a^ee  that  half  of 
is  is  unfit  for  commercial  use.  Certain  it  is  that  tneir  estimate  is  a 
ero  guess  from  surface  indications.  At  the  rate  of  production  in 
>20,  therefore,  these  deposits  might  reasonably  be  expected  to  be 
:lia.xisted  in  about  10  years. 

The  American  Refractories  Co.  has  over  $2,000,000  invested  abroad 
.  ma^esite  operations,  which  is  many  times  the  total  of  all  unamor- 
zed  investments  in  magnesite  in  the  United  States,  and  we  do  not 
slieve  that  this  committee  will  deliberately  recommend  the  destruc- 
oji  of  that  investment  by  enactment  of  a  complete  embargo  against 
arimportations. 

We  nave  presented  to  you  individually  a  brief  which  contains  many 
kcts  in  relation  to  this  industry  that  are  not  to  be  found  in  the 
Fovemment  pubUcations,  but  which  we  consider  are  essential  to  a 
1st  decision  m  the  question  of  whether  we  shall  have  a  prohibitive 
Aity  on  magnesite  or  if  it  shall  remain  on  the  free  list  where  it  has 
liwrays  heretofore  been. 

I  would  like  to  ask  that  this  brief  and  the  accompanying  reprint 
•f  an  article  from  the  Spokesman-Review,  of  Spokane,  be  made  a 
natter  of  record. 

The  Chairman.  It  will  be  printed,  as  requested. 

(The  brief  and  reprints  referred  to  and  subsequently  submitted  by 
ilr.  Mossman  are  here  printed  in  full,  as  follows:) 

Brief  Submitted  by  American  Refractories  Co.,  in  Its  Own  Behalf,  and  on 
Behalf  of  American  Consumers  of  Magnesite,  in  Opposition  to  the  Pro- 
posed Prohibitive  Tariff  on  Imported  Magnesite. 

foreword. 

Before  diBCUBBing  the  merits  of  this  proposed  tariff  on  magnesite,  we  respectfully 
call  the  attention  of  the  committee  to  the  extraordinary  fact  that  dead-burned  and 
crude  magnesite,  essentially  raw  materials,  are  found  in  schedule  1  (chemicals,  oils, 
and  paints)  of  the  new  tariff  bill  in  company  with  Epsom  salts,  magnesium  oxide, 
medicinal,  and  other  goods  of  a  highly  refined  character  which  are  customarily  sola 
to  consumers  in  small  packages  or  bottles  through  drug  stores,  and  of  course  at  much 
higher  relative  prices.  Dead-burned  or  crude  magnesite  is  shipped  and  used  in 
carload  lots.  Iron  ore  is  as  much  a  chemical  as  magnesite.  It  is  anomalous  and  absurd 
to  place  dead-burned  or  crude  magnesite  in  the  category  with  chemicals  used  for 
medicinal  and  kindred  purposes.  The  proposed  rates  on  chemicals  sold  by  the  pound 
and  used  for  medicinal  purposes  as  fixed  in  the  chemical  schedule  may  be  reasonable, 
and  therefore  fixing  the  duty  on  dead-burned  magnesite  in  such  meaicinal  schedule 
on  the  basis  of  a  rate  per  pound  gives  an  improper  idfea  as  to  the  character  of  the  product 
and  the  real  extent  of  the  duty.  The  exorbitant  character  of  such  duty  does  not  appear. 
At  the  outset,  therefore,  we  respectfully  request  that  dead-burned  and  crude  mag- 
nesite, if  they  are  not  to  appear  on  the  free  list,  be  placed  in  schedule  2  (earths,  earthen- 
ware, and  glassware),  which  schedule  embraces  magnesite  brick,  chrome  brick,  fire 
brick  and  fire  clays.  Magnesite  has  always  heretofore  been  on  the  free  list,  until 
recently  transferred  to  the  chemical  schedule.  If  any  duty  is  to  be  considered,  dead- 
bimied  and  crude  magnesite  should  be  placed  in  schedule  2,  and  not  in  schedule  1. 

I.    MAGNESITE   UNDER  THE    EXISTING  LAW. 

At  the  present  time  both  crude  and  dead-burned  magnesite  are  on  the  free  list, 
although  there  is  and  should  be  a  duty  of  10  per  cent  ad  valorem  on  manufactured 
Magnesite  brick.  The  present  situation  with  reference  to  magnesite  has  existed  for 
numy  years. 
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A  continuance  of  the  existing  free  importation  of  nugneflitp  in  aU  ttU^^ 
than  manufactured  magnesite  brick  is  fair  both  to  the  domestic  firoducii^  u*  . 
in  our  far  West  and  to  the  large  body  of  industrial  consumers  of  that  pitadoc* 
imposition  of  the  other  duties  would  constitute  a  dei)arture  from  the  policy  '•''t* 
at  the  time  of  the  passage  of  the  Payne- Aldrich  law  and  other  prior  protectiW  ?»•.• 
laws,  namely,  that  of  admitting  raw  materials  free  so  as  to  foster  laaauiartana. 
the  United  States. 

It  must  be  remembered  that  dead-burned  magnesite  is  essentially  a  rmv  n^ 
for  dead  burning  (only  rhe  application  of  heat  for  a  few  hours)  is  done  t/»  wO . 
bulk  and  weight  to  save  transportation  charges.     Dead  burning  redncee'  thff  b"**  . 
weight  more  than  50  per  cent. 

H.   CHARACTER   AND  HISTORY   OF  THE   MAGNESITE   INDUSTRY    IN   THE    rXlTei'    -" 

Magnesite  is  a  pure  carbonate  of  magnesia  ^dth  ver>'  low  lime  and  eilica  o**- 
It  is  used  for  lining  the  sides  and  bottoms  of  steel  furnaces — hirnacefi  for  n^^sc 
and  copper  convertere. 

Its  use  also  extends  into  industries  manufacturing  Sorel  cement.  sanitar>  A  •  * 
stucco  wall  plaster,  and  in  building  operations.     About  85  per  cent  of  the  •*•  " 
consumption  is  for  refractory  material,  while  15  per  cent  is  conmiined  is  tk»  -  ^ 
building  trade,  but  the  latter  is  rapidly  increasing. 

Magnesite  has  been  produced  in  the  United  Statef*  idnce  1891.  but  pn*^ 
outbreak  of  the  European  war  the  domestic  product  was  inconsiderable. 

The  average  annual  domestic  production  was  less  than  10.000  tons  pn*Tr  • 
but  this  was  because  the  California  crude  product,  while  a^vlable  far  c^*--* 
into  calcined  magnesite  for  plastic  purposes,  is  greatly  inferior  to  tbe  Auittur 
for  refractory  material. 

With  the  extension  of  the  use  of  magnesite  brick  and  grain  magnesite  in  •'.    - 
and  other  industries,  large  quantiries  were  im|X)rted  into  the  United  Stat*-  •" 
Austria  and  Greece.    Of  this  more  than  90  per  cent  came  from  Austria  berago*^ 
superior  character  and  because  the  major  demand  came  from  die  metallw^ 
diis tries,  for  wliich  the  Austrian  material  is  moat  suitable. 

Upon  the  outbreak  of  the  E\iropean  war»  the  importations  from  Au«»ria  «•■••• 
off  and  the  American  Refractories  Co..  realizing  immediately  the  need  for  thr  d*'»  ■ 
ment  of  magnesite  deposits  in  addition  to  thoee  available  from  Greece,  ilrfntif >  *■- 
1915,  rotary  Idlns  at  Beilefontaine.  Ohio,  and  there  bc^n  the  development  - ' 
rotary  kiln  process  of  synthetically  producing  this  material.    The  rem  pan  v  t  — 
to  California  and  proceeded  with  the  dead  burning  of  magnesite  from  raw  war'- 
obtained  from  the  California  deposits,  erecting  there  a  plant  for  calrininirin  «r"*-  • 
save  the  freight  on  the  carbonic  gas  which  is  more  than  50  per  cent  of  the  rni«f*  • 
terial  weight. 

In  the  year  1916.  magnesite  deposits  were  diarovered  in  WaBhimrton  aii4  «• 
by  purchase  for  a  nominal  sum  by  Mr.  R.  S.  Talbot,  of  Spokane,  who  ilev^kip-. 
deposits  and  shipped  manv  thousands  of  tons  of  crude  macnmite  prior  to  tbr  <r3 
ization  of  the  Northwest  Nfagnesite  Co..  which  was  oiganized  in  1917  for  the  fw«T>- 
of  taking  over  this  property. 

Shortly  aft.er  the  entry  of  the  Northwest  Magnesite  Co.  into  the  lic4d,  ihr  pit* 
the  American  Refractories  Co.  at  Bellefontaine.  Ohio,  was  cloaed  down  b4<a<.« 
its  inabilitv  to  compete  with  the  Northwest  Magnesite  Co.  by  nBa0on  of  the  hicb  r  . 
costs  and  the  inferior  character  of  the  material  obtained  from  California. 

The  largest  mine  in  California  has  not  as  much  aa  100.000  tona  develapM  » 
two  of  the  largest  claims  are  located  22  mileii  and  40  miles  respectivitiy  frw  ;r»* 
portation.    The  quality  of  the  California  magnesite  is  widely  variant,  the  eab*  >  - 
lime  content  frequently  being  so  high  as  to  make  it  entirely  unfit  for  n-ir^t"^ 
purposes. 

There  is  not  one  mi^emte  deposit  in  the  State  of  California  that  hat  »aiS  - 
tonnage  of  proper  quaUty  to  justify  the  erection  of  a  plant  at  the  deposit  for  ibr  . 
duction  of  synthetic  dead-burned  magnesite. 

The  Washington  development  has.  for  the  time  Wing,  reduced  the  i;ahfor&'» 
put  to  a  minimum.  Yet  the  (leological  Survey  reports  would  indicate  tlMt  ti^ 
posits  in  Stevens  County.  Wash.,  are  not  in  excess  of  three  million  toos  of  tiavH 
grade  magnesite.  At  tlie  rate  of  production  for  the  vcar  1920  the^  inaicn**-«i 
posits  would  be  exhausted  within  10  years.  Meanwhife  the  uaen>  of  mafenent*  «• 
De  carrying  a  heavy  tax  burden,  and  millions  of  dollars  inveeteil  by  the  nval<»  ■ 
Northwest  Magnesite  Co.  would  be  in  idle  plants. 
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HI.  THE  INTB&E8T  OP  THE  CONSUMBRa. 

Hefore  t.lte  war  dead-burned  maf^esite  sold  at  $15.75  per  ton  at  American  Atlantic 
a>>oarcl .  The  tax  proposed  is  tJaerelore  practically  100  per  cent. 
There  is  a  simple  method  of  determining  the  additional  cost  that  will  be  imposed 
x>Tx  slII  ixidnstry  by  a  tariff  of  $15  a  ton  on  magnesite.  It  must  be  assumed  by  those 
ho  a<ivocate  such  a  tariff  that  the  full  amount  of  $15  a  ton  will  appear  as  an  addition  to 
le  price  vMch  would  be  current  under  free  and  competitive  conditions.  The  total 
>iistunj>tdon  ol  magnesite  in  the  United  States  is  estimated  by  the  United  States 
ariff  OoBLmission  to  be  about  300,000  tons  crude,  which  would  equal  about  150,000 
^na  of  calcined  or  dead  burned,  so  that  the  total  tax  upon  the  producers  of  steel » 
DTp^^er,  and  other  materials  in  the  production  of  which  magnesite  is  used  would 
uiouxit  to  $2,250,000  per  anmmi,  a  sum  to  be  annually  increased  with  the  normal 
lorc^ase  of  production  in  the  United  States.  The  proposal  of  a  tariff  of  $15  a  ton, 
kieretore,  narrows  itself  down  to  this:  That  the  consiuners  of  these  raw  materials  in 
he  United  States  are  to  be  taxed  a  sum  equal  to  $2,250^000  and  more  for  the  benefit 
f  sul>Bta.ntially  one  company  having  an  original  investment  of  only  a  few  himdred 
ho\i8asi<i  dollars,  which  it  has  already  regained,  with  a  large  additional  surplus,  out 
>f  profite  realized  in  the  course  of  less  than  foiu-  years  of  its  existence.  It  is  incon- 
-ei  val>le  that  Congress  should  impose  such  a  burden  on  the  country  for  the  enrichment 
>1  the  Northwest  Magnesite  Co.  when  for  the  past  calendar  year  of  1920  this  company 
nras  imable  to  supply  the  demand  for  tonnage  made  upon  it  even  at  prices  that  retivned 
lo  that  company  a  profit  of  nearly  100  per  cent  on  its  claimed  cost  of  production,  with 
no  tariff  on  magnesite  and  under  open  c<MQipetitive  conditi(»ae. 

As  an  ilhistration  of  the  powerful  position  of  the  Northwest  Magnesite  ('o.,  even 

uader  free  and  competitive  conditions,  that  company  raised  the  price  of  dead-burned 

maKncswite  on  July  1,  1920,  from  $32.50  per  ton  f.  o.  b.  Chewelah,  Waah.,  to  $3fe.50  per 

ton,  an<i  on  September  1,  1920,  again  nnsed  the  price  to  $3H  per  ton.     The  statements 

ol    the    officers  of  the  Northwest  Co.  Ihat  th«y  need  this  protection  to  contiAue 

iifi  existence  are  entirely  incorrect.     This  is  provon  by  the  testimony  of  those  same 

officers  in  a  suit  which  recently  took  place  in  the  State  of  Washington.    Their  own 

t^'stinxony  proves  that  thi^  company  had  made  enormous  profits  under  open  cc»npeti- 

tive  conditions  subsequent  to  the  armistice.    Another  fact  which  illustrates  that 

company's  complete  supremacy  in  the  magnesite  field  is  that  it  is  impossible  for  any 

consumer  east  of  the  Kocky  Mountains  to  purchase  magnesite  directly  frcHn  the 

Washington  company.    He  must  purchase  tiom  an  agent  of  tiieir  company,  in  wliich 

transaction  the  agent  receives  $5  per  ton  commission.    It  is  obvious  that  the  WasMng- 

ton  company  would  not  pay  such  an  unusually  large  commission  if  its  profits  were 

not  exorbitant. 

Novr,  let  us  illustrate  the  disaster  which  would  fall  on  the  brick  manufacturing 
plants  in  the  United  States. 

The  four  Penneylvania  plants  engaged  in  the  liianulacture  of  magnesite  brick  were 
located  prior  to  the  war,  and  the  American  Refractories  Co.'s  plant  at  Baltimore,  Md., 
was  buiit  in  1917.  All  of  these  plants  have  been  accustomed  to  use  foreign  dead' 
burned  magnesite,  and  the  imposition  of  the  proposed  prohibitive  duty  of  $15  a  ton 
on  dead-burned  magnesife  will  put  these  brick  piaots  completely  out  of  business. 

The  investment  in  the  above  magnesite  brick  plants  is  estimated  at  approximately 
$2,500,000.  These  plants  are  so  located  and  afe  of  such  type  of  construction  that  thev 
can  not  be  converted  to  any  other  use,  and  within  one  year  after  the  levying  of  suck 
a  duty  as  is  proposed  these  plants  will  be  abandonerl. 

IV.    BENBPICIARIKS   OF  THE   PROPOSED  TARIFF    AMD  THE   TOTAL    EXTENT   OF   AMERICAN 

DEVELOPMENT. 

Although  it  is  claimed  that  there  are  from  seven  to  eight  million  tons  of  magnesite 
deposits  in  the  United  States,  the  only  production- mentioned  in  the  reports  of  the 
United  States  Geological  Survey  are  from  the  States  of  California  and  Washington. 
The  possibility  of  the  existence  of  deposits  in  New  Mexico  mentioned  in  the  report 
of  the  Geological  Survey  of  1918  is  based  upon  the  hearaay  statement  of  the  general 
manager  of  a  "mine**  and  a  sample  submitted  by  him  for  analysis.  Neither  Nevada 
Sor  New  Mexico  has  ever  produced  a  ton  of  calcined  or  dead-burned  magnesite,  nor 
^B  there  a  known  deposit  in  either  State  containing  material  of  requisite  anal^^is  that 
is  accessible  to  transportation. 

It  is  certainly  true  that  no  American  producers  of  magnesite  (or  prospective  pro- 
<l\icer8)  except  those  from  Stevens  <,'ounty,  Wash.,  have  taken  sufficient  interest  in 
the  proposed  tariff  to  appear  at  the  congressional  hearings  so  far  held. 
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California  being  eliminated,  it  is  therefore  plain  that  there  is  no 
the  United  States  of  sufficient  importance  to  be  taken  into  account  in 
with  the  consideration  of  the  proposed  tariff,  except  Stevens  County,  Wadi. 

In  Wasnington  there  are  just  three  producing  properties,  only  one  of  v^* 
eauipped  to  produce,  or  itself  ever  has  produced,  synuietic  dead-bniiied  laitii  n.: 
That  companv  is  the  Northwest  Magnesite  Co.,  which  to-day  absolutely  rontn&«  '^ 
magnesite  indfustry  of  the  United  States  and  not  only  dictates  the  price  at  wti  z 
will  sell  to  the  refractories  industry,  but  also  the  resale  price  at  whioi  the  wfai*--  -.— 
manufacturers  shall  sell  the  product  in  grain  form  or  in  the  form  of  magnent^  hn  «.- 
The  two  other  properties  in  Stevens  County  are  those  of  the  American  MiafTv  !**- 
duction  Co.  ana  the  Western  Materials  Co.    The  American  Mineral  Productwc 
operations  consist  only  of  quarrying  crude  magnesite  in  small  quantities  vlu  -a  »' 
sold  to  the  Northwest  Magnesite  Co.,  by  which  company  the  mat^ial  is  dead  b&rs- 
and  marketed  as  its  own.    There  is  no  real  competition.    The  representariir**  uc  " 
American  Production  Co.  at  the  Senate  hearing  (p.  23)  testified  that  with  tb^*  a^. 
ance  of  the  duty  asked  for  on  dead-burned  magnesite,  his  company  wooki  pr*-  - 
to  build  a  dead-burning  plant  at  a  cost  of  one-quarter  of  a  milhon  doUan     TLf 
however,  a  mere  statement,  and  it  is  believed  tnat  there  is  little  possibility  «(  «. 
construction  being  undertaken.    Neither  the  extent  nor  the  auahty  of  th^  4*?«*- 
which  have  been  worked  by  the  American  Mineral  Production  Co.  hive  been  pr 

The  third  property  in  Stevens  County  is  the  Western  Materials  Co.    This  dcp  a:  *• 
located  between  12  and  13  miles  from  the  villaee  of  Valley  and  is  eqiupped  with  tiir- 
small  shaft  kilns  for  biuning  off  the  gas  in  tne  crude.    During  1920  the  Amrrp^ 
Refractories  Co.  being  unable  to  secure  sufficient  tonnage  from  its  Austrian  pn^«^ 
and  the  Northwest  Co.  having  refused  to  sell  d^td-bumed  ma^eaite  to  it»  aauc- 
the  operation  of  this  property  under  a  royalty  lease  agreement,  with  opticn  to  pur  i^ 
if  the  property  should  snow  up  the  tonnage  expected,  which  was  from  a  miiute  v  « 
million  and  a  half  tons.    Onl}^  about  250,000  ^ns  have  been  found  on  the  vtopt^ 
however,  as  the  result  of  drilling  and  expl6ration  costing  tiie  American  Renait  r- 
Co.  over  $40,000,  and  this  tonnage  not  being  sufficient  to  warrant  purchase  or  the  t . 
ing  of  a  dead-burning  plant,  the  property  was  operated  until  about  the  close  ^i  *  o 
under  the  royalty  agreement,  altnough,  as  has  been  stated,  this  operaticn  vw    c 
ducted  at  a  loss.    The  cost  of  production  was  $12.95  per  ton,  calcined,  at  the  niur- 
This  property  is  under  the  important  disadvantage  of  being  12  to  13  milw  mf^js' 
from  transportation;  consequently  to  its  cost  is  added  a  chtfge  ol  $4.20  per  ua  r  * 
hauling  the  material  from  the  kilns  at  the  quarry  to  the  milroad  at  Valley,  msfc"" 
the  total  cost  on  board  cars  $17.15  per  ton. 

V.   EXISTING  AMERICAN  INDUSTRY  CAN  PROSPER  WITHOUT  IMPORT  DUTY  OK   roaC' 

ORB. 

In  ail  of  the  estiinates  of  comparative  cost  between  foreign  and  domestic  pfodar» 
the  Northwest  Co.  has  assumed  the  point  of  destination  of  magnesite  grain  to  he  t>« 
Atlantic  seaboard  and  has  figured  the  freight  rates  accordingly.  This  is  a  rl 
important  error. 

About  50  per  cent  of  the  magnesite  grain  is  shipped  to  the  brick  pUnts  to  be 
factured  into  magnesite  brick  and  the  remaining  50  per  cent  is  shipped  in  pta  v^ 
directly  to  the  steel  or  copper  plants,  where  it  is  used  in  nrnlrinp  bottoms  of  the  :.- 
naces  m  which  the  metals  are  treated.  The  brick  plants  are  at  present  lorate>j  .* 
Pennsylvania  and  at  Baltimore,  Md.,  With  the  development  ol  the  induftn  - 
Washington  under  free  and  competitive  conditions,  it  is  inevitable  that  dmilar  pU:  '• 
will  be  erected  either  by  the  producing  company  or  by  others,  in  such  close  pfoua  ' 
to  the  deposits  of  raw  material  as  to  have  the  benefit  of  the  resultins:  low  tmsfn  n:«* 

That  portion  of  the  magnesite  production  which  is  shipped  in  grain  form  iiirr- ' 
to  the  steel  and  copper  plants  is  shipped  to  basic  open-hearth  ste^  planti  exiftut:  : 
territory  from  Worcester,  Mass.,  to  Seattle,  Wash.;  from  Atlanta,  Ga.,  to  Los  Ajk^!'* 
CaUf.;  and  from  Duluth,  Minn.,  to  Birminj^ham,  Ala.     It  is  a  well-known  ^  t^ 
the  center  of  production  of  steel  in  the  United  States  is  in  the  neis^bbarhood  <4  i"- 
Indiana-Ohio  State  line  and  in  view  of  the  fact  that  there  is  a  very  Unce  coofoftpc:  . 
of  magnesite  used  in  the  copper-smelting  industry  in  the  Rocky  Mountain  Statai ::  .• 
fair  to  assume  that  the  center  of  consumption  of. magnesite  ^m  is  west  of  thf  r^ vr 
of  steel  production.    The  product  of  the  Northwest  Magnesite  Co.  has  a  mirkK  hz  . 
is  extensively  used  in  the  steel  works  of  Los  Angeles,  San  Francisco.  Portlanl  S«r  • 
Colorado,  and  Mexico  and  in  the  copper  smelters  of  California,  WasMn^o,  Bnu* 
Columbia,  Mexico,  Arizona,  Texas,  Utah,  Montana,  Nebraska,  and  MiasMfi    W4»  t> 
unable  to  present  national  statistics  to  show  the  exact  consumption  of  nuciianr  iz 
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le  different  States  of  the  Union  for  the  reason  that  such  statistics  are  not  compfled, 

It  from  our  own  records  we  have  prepared  a  r^sum^  of  our  shipments  for  the  yeais 

^6.  1917,  and  1918,  with  the  following  result: 

Per  oent. 

lipments  to  points  east  of  the  Indiana-Ohio  State  line 52 

lipments  to  points  west  of  the  Indiana-Ohio  State  line 48 

Total 100 

As  a  matter  of  fact,  30^  per  cent  of  our  total  shipments  during  the  above  years  went 
>  destinations  north,  west,  and  south  of  tne  Mississippi  River,  26  per  cent  going  to 
ointB  in  the  United  States  west  of  the  Mississippi. 

Witti  respect  to  the  important  consumption  cf  magnesite  by  the  flooring,  plastic, 
ad  other  building  industries,  it  is  a  fact  that  a  laige  proportion  of  these  consumers 
re  located  in  the  West  and  the  Middle  West.  These  consumers  buy  at  the  mines 
nd  the  material  is  shipped  directly  to  their  respective  operations.*  It  is  obvious 
bat  the  average  delivery  point  in  this  industry  is  not  the  Atlantic  seaboard. 

Therefore,  in  determining  the  comparative  cost  of  the  foreign  and  domestic  material^ 
be  Atlantic  seaboard  can  not  be  fixed  in  estimating  frei^t  tariffs  as  the  average 
K>int  of  destinations. 

The  following  is  a  statement  of  the  actual  cost  of  all  the  magnesite  imported  by  the 
American  Refractories  Co.,  from  its  Austrian  plant  during  the  year  1920,  amounting 
o  17,217  metric  tons,  delivered  at  Baltimore,  Md.: 

Total  cost  per  metric  ton  of  2,204  pounds  f.  o.  b.  Trieste  (includes  only  expense 

incurrea  and  paid  for  in  Austria  and  Italy, |25. 55 

")cean  freight 4.  50 

general  expense,  insurance,  tare,  entry  fees,  etc.,  incurred  and  paid  for  in 
the  United  States  in  connection  with  these  shipments 3. 00 

Total  cost  per  metric  ton  Atlantic  seaboard 33. 05 

Total  cost  per  net  ton  of  2,000  poimds  on  vessel  at  United  States  Atlantic 
seaboard  ports 30. 05 

The  coal  situation  in  Austria  has  operated  to  enhance  the  cost  above  what  it  would 
otherwise  be.  American  coal,  delivered  in  Austria  at  great  expense,  at  present 
figures  to  a  considerable  degree  in  the  net  cost.  When  the  condition  in  Austria  has 
righted  itself  to  the  extent  mat  European  coal  may  lareely  be  used  it  is  expected  that 
this  cost  will  be  somewhat  lowered.  Of  coursOi  a  readjustment  of  values  and  condi- 
tions will  also  tend  to  lower  very  greatly  the  cost  of  magnesite  produced  in  this 
country. 

The  following  statement  shows  the  comnarison  berween  the  cost  of  domestic  and 
imi)orted  magnesite  delivered  at  various  destinations,  in  connection  with  which  we 
again  emphasize  the  fact  that  the  avera^  destination  is  not  the  Atlantic  seaboard, 
but  is  some  point  west  of  the  Indiana-Ohio  State  line.  In  this  computation  we  have 
accepted  the  costs  of  the  Northwest  Co.  as  claimed  by  their  representatives  (Ways 
and  Means  Committee  Hearings,  p.  18)  including  the  excessive  cnaiges  for  depletion 
and  depreciation,  and  have  taken  the  Austrian  cost  widiout  including  a  dollar  of 
profit  to  the  Austrian  operation: 

Comparative  delivered  costs  of  domestic  and  imported  magnesite  at  Atlantic  seaboard 

destinations. 

Chewelah  cost  f.  o.  b.  cars $21. 09 

Freight  Chewelah  to  Atlantic  seaboard  via  rail  and  canal 13. 90 

Chewelah  cost  delivered 34. 99 

Import  costs  at  Atlantic  seaboard  (on  vessel) 30. 05 

Import  advantage  over  domestic 4. 94 

Pittsburgh-Cleveland  district:  ===== 

Chewelah  cost  f.  o.  b.  cars 21. 09 

Freight  Chewelah  to  Pittsburgh-Cleveland  district 18. 95 

Chewelah  cost  delivered 40. 04 

Imi>ort  cost  at  Atlantic  seaboard  (on  vessel) |30. 05 

Import  rail  freight  to  Pittsburgh-Cleveland  district 6. 00 

36.05 

Import  advantage  over  domestic 3. 99 
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(^hioat^o-St.  Louis  district: 

rhewclah  roBt  f .  o.  b  cars «-. 

Freight  Chewelah  to  Chicago-St.  Louis 

Chewelah  cost  delivered ■  ■ 

Import  cost  at  Atlantic  seaboard  (on  veaiel) $*>  ••*» 

Import  rail  freight  to  Chicago-St.  Ix)uip  district !0.  ♦* 

Domestic  advantage  over  import 

Montana  copper  district: 

Chewelah  cost  i.  o.  b.  cars 

P^reight  Chewelah  to  Montana  points 

Chewelah  cost  deli\'ered 

Import  cost  at  Atlantic  seaboard  (on  veaeel) 130  ff» 

Import  rail  freight  to  Montana  points 2S  1> 

Domestic  advantage  over  import 

As  already  stated,  26  per  cent  of  the  shipments  of  the  American  Refev  t<A- 
du  ing  the  yea*^  1916, 1917,  and  1918  went  to  points  west  of  the  MioBuedppi.    <  >Kv»  .- 
there  werc^  many  consumers  in  this  territory  who  did  not  purc^ha^  from  th»   ■  i ;  - 
Nevertheless  we  submit  as  a  conservative  calculation  that  25  per «  ent  of  tl»e  qulT-- 
consumera  of  the  United  States  are  located  in  the  area  west  of  the  Mijnsi^*} .  ' 
and  that  50  per  cent  are  west  of  Cleveland,  Ohio.    This  area  c  ontain^  fwai  ti  a'.. 
entire  copper  industry  of  the  country,  numerous  iron  and  steel  plants,  aotl  *  *-' 
other  consumere.     Tliis  is  a  field  which  will  naturally  be  served  ex''lusi\TeU  * 
Northwest  Magnesite  Co.,  and  is  an  area  into  which  the  American  RefnMtr*- 
may  never  hope  to  penetrate.     It  is  also  an  area  which  may  be  exj;e<'ted  U-  'i* 
considerably. 

The  American  Refractories  Co.  expe<  Is  to  be  ( ompelled  to  live  on  sui-h  ol  tht  -i 
east  of  (Cleveland,  Ohio,  as  it  may  acquire. 

The  following  excerpt  from  the  Lnited  States  Geological  Sur\-ey  Pm*  Hui* 
No.  463,  indicates  that  the  domestic  industry  has  not,  up  to  the  pr»ent  tiBir  •^•- 
overtaken  by  the  disaster  which  has  been  for  the  past  two  year?  the  duhject  <rf  i** :  '^• 
by  the  owners  of  the  Northwest  Magnesite  Co. : 

"  The  domestic  magnesite  industry  as  a  whole  enjoyed  a  good  year  in  IIC*) 
quantity  of  magnesite  mined  exceeded  that  mined  in  any  previous  year  •xr^f't 
Notwithstanding  the  contention  made  by  the  domestic  prodncers  in  IW9  chat  ^v: 
a  tariff  the  market  in  the  eastern  part  of  the  United  States  would  be  mpfibr*:  ** 
European  magnesite  and  that  companies  which  had  made  large  invefltinentff  if  k^' 
site  deposits  and  plants  in  California  and  Washington  would  be  forced  out  of  bun*-  -* 
tio  tariff  legislation  was  enacted ,  and  the  industry  seemingly  has  not  maflert^  <!»»-*•' 

VI.    MAGXESrrE   INDUSTRY   NOT   DIFFICULT  TO   ESTABLISH;   ITS   RKLATIOX  TO  SMT.  •   • 

PREP.^REDNESS   EXAOOERATED. 

It  was  stated  before  the  Committee  on  Finance  of  the  Senate  at  the  b***" 
December  6,  1919  (p.  17),  that  the  real  (question  is  whether  the  United  Stji*»-  •" 
become  dependent  upon  Austria  for  a  mineral  which  is  necessary*  in  the  det*-*- 
the  country.    The  general  manager  of  the  Northwest  ('o.  8aid:'**i»hoald  «'    - 
another  war  we  must  have  magnesite,  as  was  indicated  in  the  last  war.**    Ihi* ' 
idea  of  preparedness  is  that  the  country  shoidd  exhaust  its  resenes  at  th«»  n*- 
.')50,000  tons  a  year  in  order  to  have  magnesite  at  the  disposal  o£  the  Nalioo  .r     - 
of  war.     Suppose  the  war  should  come  the  year  after  the  reserv  es  had  been  e\h»v 

The  trutii  is  that,  although  there  is  no  likelihood  of  it,  the  best  thinir  !>:•! 
happen  to  further  the  cause  of  preparedness  in  this  regard  would  W  to  rU-mt 
the  domestic  magnesite  industry  completely.     If  not  another  pick  were  rai^' 
country  would  be  that  much  better  off.    There  is  no  specialty  in  training  Of^— ■- 
for  the  personnel,  and  the  equipment  is  substantially  the  same  as  that  n^rd  i: 
kindred  lines,  and,  in  case  of  emergency,  a  crew  with  equipment  roiild  riwr- 
producing  magnesite  from  an  abandoned  deposit  on  short  notice.     It  should  >*  * 
in  mind  tltat  the  process  described  by  the  Northwest  Co.  as  manufartamu:  •    - 
only  in  crushing  and  passing  tbe  material  through  a  rotary  kiln  at  a  tei"*"*^'  * 
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^troicioxately  1  .-tOO^  C,  and  that  the  entire  operation,  from  the  quarrying  of  the  crude 
k:  to  tJr^e  placing  of  the  value  of  the  product  on  their  books  as  accounts  receivable 
t^-asH  y  oonsumes  a  period  of  about  48  nours. 

r  V%^  opponents  of  the  proposed  tariff,  of  course,  do  not  mean  to  sav  abstractly  that 
ii?  Tiot-  a  sound  policy  of  economics  in  connection  with  the  national  defense  to  have 

l>e9bcre  times  all  industries  necessary  in  time  of  war.  But,  when  an  industry, 
ta.\>li8>^«d  only  during  the  war,  has  earned  fax  more  than  its  invested  capital  by  war 
<l  sLftcr  the  war  profits,  and  it  is  of  the  sort  that  can  be  re-created  with  ease  at  any 
nOy  tJt&e  policy  of  protection  should  not  extend  to  the  destruction  of  other  similar 
merlo&n  mdustries  existing  before  the  war,  and  which  must  have  foreign  raw  material 

order  to  live. 

1.  A.>J  AMERICAN  COMPANY  WITH  HEAVY  FOREIGN  INVESTMENTS  WHICH  HAS  NEVER 
PROCTTED  IS  ENTITLED  TO  AT  LEAST  EQUAL  CONSIDERATION  WITH  A  DOMESTIC  COM- 
»'A?<  Y  WHICH  HAS  ALREADY  PAID  FOR  ITS  INVESTMENT  AND  EARNED  TWO  OR  THREE 
MTl.t»ION  DOLLARS  IN  ADDITION. 

Trhroiii»h  the  force  of  circumstances  brought  about  by  the  war,  the  Northwes 
La<ri:\esite  Co.  has  already  been  able  to  establish  what  is  practically  a  monopoly  of  the 
laiTTiesite  in  the  United  States.     It  is  to  make  this  permanent  that  the  imposition 
f  the  tariff  is  desired. 

T\\e  American  Refractories  C'o.  has  a  far  greater  investment  of  capital  than  exists  in 
h<*  entire  magnesite  producin.s?  industry  in  the  United  States.  This  investment  was 
nade  at  a  time  when  the  copper  and  steel  producers  of  the  United  States  were  wholly 
Vi^peTident  for  their  supplies  of  magnesite  upon  European  sources. 

The  property  of  the  American  Refractories  Co.  acquired  in  Austria  now  represents 
I  <*a*»h  investment  of  over  $2,000,000  from  which  it  has  produced  and  sold  to  American 
[iitiTiAiCarturers  magnesite  which  is  recognized  to  be  of  the  highest  known  quality. 

As  yet,  not  a  dollar  of  profit  has  been  realized  from  this  Austrian  operation.  On 
rho  contrarv,  up  to"  the  time  of  the  outbreak  of  the  war  it  had  been  conducted  at  a  loss. 
From  the  beginning  the  American  Refractories  C/O.  met  with  opposition  and  obstruc- 
tion of  every  kind  in  the  development  of  its  Austrian  operation  and  had  just  suc- 
<"ee<led ,  by  the  surmounting  of  these  difficulties,  in  arriving  at  a  situation  in  which  a 
iair  profit  might  be  realized,  when  the  war  broke  out.  The  fixing  of  a  $15  a  ton  tariff 
rate  would  absolutely  bar  the  importation  of  Austrian  magnesite,  and  in  consequence 
the  investment  of  the  American  Refractories  Co.  of  from  $2,000,000  to  $3,000,000  will 
V>e<oine  a  total  loss  to  its  stockholders. 

Further  than  this,  the  brick  manufacturing  plants  of  the  American  Refractories 
<'<>.  and  other  companies  were  erected  in  Pennsylvania  and  in  Maryland  as  the  con- 
venient points  of  destination  for  imported  magnesite  diu-ing  the  time  when  there  was 
no  magnesite  to  be  obtained  except  the  imported  article.  These  brick  manufacturing 
plants  represent  investments  of  approximately  $2,500,000.  If  the  proposed  rate  is 
made  the  law,  these  plants  must  be  abandoneii. 

In  other  words,  in  order  to  provide  a  prohibitive  tariiif  for  the  benefit  of  one  domestic 
^;onrem,  the  destruction  of  other  Americ^an  companies,  with  several  times  the  capital 
invested  and  employing  several  times  the  labor,  is  gravely  proposed.  Certainly  this 
should  not  appeal  to  the  members  of  the  (k)mmittee  on  Finance. 

Vin.    THIS   IS    A    Fl^NDAMENTAL   QUESTION. 

We  submit  that  a  proposed  tariff  on  magnesite  raises  a  fundamental  question.  It 
goep  much  further  than  the  dollars  and  cents  gained  or  lost  and  shows  itself  as  a  matter 
invoh-ingan  important  question  of  economic  policy,  the  right  determination  of  which 
is  most  important. 

Tlie  policy  of  allowing  the  importation  of  raw  materials  generally,  and  especially 
the  components  used  in  the  manufacture  of  atoel,  is  consistent  with  the  tanff  prin- 
ciples of  the  Republican  Party.  There  are,  of  course,  exceptions  based  on  the  exi- 
gendes  of  particular  circumstances,  but  the  accepted  policy,  whether  applied  on  a 
tariff  for  revenue  or  a  protectionist  basis,  is  to  favor  the  free  admission  of  the  crude 
product,  so  that  American  enterprise  might  be  allowed  to  fashion  it  into  the  finished 
article  and  sell  it  to  the  world  at  a  fair  price. 

Dead-burned  magnesite  belongs  to  the  category  of  raw  material.  The  dead  bum- 
in^%  a  simple  process  requiring  only  a  few  hours,  may  advantageously  be  accom- 
plished prior  to  shipment  because  it  reduces  the  weight  of  the  material  about  50  per 
cent  ana  saves  valuable  cargo  space.  That  is  the  only  reason  the  dead  Imrning  is 
clone  in  Austria. 

The  committee  has  practically  no  other  data  upon  which  to  l>ase  an  abandonment 
of  tne  policy  toward  magnesite  followed  in  the  Payne-Aldrich  law  than  those  sup- 
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plied  by  one  Washington  corporation,  whose  interest  is  obvious.    Faced  wui  *a» 
responsibility  of  destro3ring  by  a  prohibitive  tariff  an  American  indufltrr  wbn^  - 
vested  capital  is  greater  than  tiie  industry  in  whose  behalf  such  tariff  wouJd  W  <^« 
lished,  especially  when  it  is  shown  that  no  such  tariff  is  needed,  it  is  on 
believed  tnat  this  committee  will  consider  the  question  of  a  magnerite  duty 
viewpoint  of  the  consumers  as  well  as  the  producers.    The  statement 
repeated  that  the  domestic  producer  of  the  crude  and  dead-bumed  majunaau  v* 
no  duty  to  protect  it. 

American  Rbfractoriks  Co.. 

Mr.  Mossman.  The  Geological  Survey  report  on  magnesit^.  f  * 
the  year  1920,  concludes  with  this  statement  [reading]: 

• 

In  October,  1917,  when  the  development  of  the  Washington  magneate  iU'  - 
had  been  in  progress  less  than  a  year  the  United  States  Geological  Sur\'ey  put    - 
the  following  statement: 

''Computations  of  the  quantity  of  magnesite  in  these  deposits  are  aatonaJ  -r 
lar^  when  compared  with  the  quantity  of  magnesite  found  in  other  localities  ^  *  - 
United  States.    On  more  than  one  of  the  properties  an  estimate  of  1,000,000  h  =r 
ore  within  100  feet  of  the  surface  is  reasonable.    It  is  safe  to  say  that  there  are  T.uu   •■ 
tons  of  magnesite  in  the  Stevens  County  district,  and  exploratory  drilling  may  inc:>.; 
this  estimate  many  fold." 

Since  1917  considerable  diamond  drilling  has  been  done,  and  many  smmpi*^ 
magnesite  have  been  analyzed  to  determine  its  quality.    Detailed  work  b^*  tbi^  -;: 
panics  operating  the  deposits  shows  that  although  there  are  several  million  t*  t» 
magnesite  in  the  Stevens  County  district;  it  is  not  all  of  commercial  grade.    In  ^  ' 
the  magnesite  containing  the  low  percentage  of  silica  and  lime  specified  h}  *  - 
refractory  trade  may  not  exceed  3,500,000  tons.    It  is  underatood  that  a  recent  dc tii. "  * 
examination  of  the  entire  magnesite  field  in  Stevens  County  indicates  that  it     *: 
tains  approximately  3,000,000  tons  of  commercial  magnesite.    With  this  ramr.  ^- : 
under  the  present  specifications  of  the  refractory  trade,  the  deposits  in  Waijiir-j*- 
will  support  a  production  of  200,000  tons  annually  for  only  15  yean. 

The  quantity  of  conmiercial  magnesite  in  California  is  difficult  to  estimate.  ^  •'•'  •' 
believea  that  1,000,000  tons  would  be  rather  Ubend.  As  the  production  in  th<  be 
six  years  has  averaged  slightly  more  than  100,000  tons  annuidly,  only  a  10-year  fufrf  • 
is  available  from  the  known  deposits  of  California. 

The  exhaustion  of  the  domestic  deposits  may  be  retarded  bv  (1)  diaco%'crf  *fr' 
utilization  of  deposits  at  present  unknown  or  undeveloped,  (2)  developineiit  <i  ~^ 


methods  permitting  the  use  of  lower-grade  ore,  (3^  substitution  of  ddomite  or  <<2irr 
material  in  place  of  magnesite  for  some  uses,  (4)  importation  of  magneate  I:  if 
always  possible  that  new  deposits  may  be  discovered,  out  the  chancea  aie  that  iLfj 
will  be  far  from  transportation  facilities.  New  methods  m^  be  devised  by  'vfc^ 
magnesite  not  now  considered  usable  may  find  a  market.  On  the  other  hand,  w 
uses  may  be  developed  which  will  increase  the  demand  for  high-grade  ores  Ti/ 
use  of  dead-burned  dolomite  as  a  substitute  for  magnesite  has  reached  coiMuieni'' 
proportions.  The  extent  of  reserves  in  other  countries  which  have  supplied  mt 
of  our  need  in  the  past  is  not  known  to  the  writers.  It  is  certain,  however,  thai  ti  ti* 
United  States  continues  to  consume  50  per  cent  or  more  of  the  world's  omtpat  d  ■■^ 
nesite  it  must  place  considerable  dependence  on  foreign  deposits. 

The  Chairman.  Are  you  through  ? 

Air.  Mobsman.  I  made  the  statement  here  that  I  considered  the 
cost  statement  of  $21.09,  which  was  submitted  by  the  Norihwwt  Ca 
in  1919  to  the  Ways  and  Means  Committee,  as  being  exceaaiTe,  to^ 
I  want  to  explain  why  I  make  that  criticism.  On  paee  137  of  Wtn 
and  Means  nearing,  1919,  Mr.  Bishop,  of  the  Nortnwest  Co..  irtf 
asked  by — 

Mr.  Copley.  Did  you  offer  vour  company  to  the  Harbiaon- Walker  Co.  lor  $>M>  OOF* 
Did  not  Mr.  Allen  testify  to  that  yesterday? 

Mr.  Bishop.  Yes.  sir;  he  said  1  offered  our  company  to  the  HaihisoD-Walkir  <'• 
for  $575,000,  provided  I  could  make  some  arrangement  for  one  of  the  storkhdiir 
whereby  that  stockholder  was  wiUing  to  sell  his  stock  for  less  than  the  other,  bst ' 
was  unable  to  make  the  arrangement,  and  therefore  could  not  sell. 

The  Chairman.  He  said  it  was  $300,000  above  their  investment? 
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!r.  61SHOP.  I  will  make  it  very  clear  to  you.  The  Harbison-Walker  Co.  was  to- 
^  us  S300,000  in  cash  after  I  had  operated  and  made  a  profit  of  1275,000,  making  a 
.1  of  S 575,000  we  would  receive. 

[  ha^v^e  here  a  copy  of  that  contract  of  sale  of  the  plant  which  was 
roduced  in  a  recent  lawsuit  in  Spokane.  The  provision  was  that- 
option  was  accepted  and  the  bill  went  through  ^^  you  will  give  us 
finxi  order  for  total  of  15,000  net  tons  magnesite  for  shipment 
ring  December,  January,  and  February,  at  $32  per  ton,  f.  o.  b. 
e^^elah,  Wash."  The  plant  was  then  to  be  turned  over  to  the 
irbison-Walker  Co.  The  profit  of  $275,000  on  shipments  of 
,000  tons  at  S32  would  be  S  18.33  a  ton,  deducted  from  the  selling 
ice  of  $32  would  be  $13.67  a  ton  as  the  total  cost. 
Tlie  figures  are  further  confirmed  by  the  profits  of  the  company 
iring  tne  early  part  of  1920;  and  in  the  complaint  of  Mr.  R.  S. 
ilbott,  who  was  formerly  the  president  of  the  Northwest  Magnesite 
>.  he  alleged  that  the  profits  lor  the  first  four  months  of  1920  were 
05,833.  This  would  oe  an  average  of  $76,000  a  month  or  for  12 
ontlis  $912,000,  conceding  that  the  profits  during  the  latter  part 

the  year  were  not  any  heavier  than  they  were  during  the  early 
iTt  of  the  year — ^but  they  must  have  been  more,  as  the  price  was 
Ivanced  $5.50  a  ton.  On  this  90,000  tons  of  production  that  they 
.ade  last  year,  according  to  the  Geological  Survey — 90,000  tons 
ead  burned,  which  would  be  about  200,000  tons  crude — they  paid 
cm  S4  to  $5  a  ton  commission,  which  would  be  another  $400,000 
refit  taken  out  of  the  operation,  making  it  a  total  of  $1,300,000. 
he  depreciation  and  depletion  that  they  claim  was  $2.66  a  ton, 
r  S239,000  additional  earnings. 
Senator  Smoot.  You  have  run  over  15  minutes.  If  there  are  any 
gures  you  wish  to  put  into  the  record,  just  add  them,  will  you,  as 
art  of  vour  remarks  ? 

Mr.  M08SMAN.  We  have  no  objection  to  their  having  a  very  profit- 
able operation,  but  we  do  not  fancy  the  idea  of  bemg  put  out  of 
business  in  order  that  their  war-time  profits  may  be  prepetuated. 

Senator  Sutherland.  Is  it  not  rather  extraordinary  that  they 
hould  sell  for  $300,000  cash  ? 

Mr.  MossMAN.  That  was  in  December,  1918,  shortly  after  the  armis- 
ice,  and  at  that  tune  they  did  not  realize  what  a  very  profitable 
)ropo8ition  they  had. 

The  Chairman.  Are  the  refractories  all  open  now  ? 

Mr.  MossMAN.  I  beg  your  pardon. 

The  Chairman.  What  percentage  of  the  refractories  in  the  Unitted 
States  are  operating  ? 

Mr.  Mobsman.  I  would  say  15  per  cent.  The  Silica  brick  division 
of  the  refractories  industry  m  the  month  of  June  booked  7  per  cent 
of  capacity.     We  have  not  operated  over  15  per  cent  this  year. 

The  Chairman.  Does  that  mean  none  of  them  are  paying  'i 

Mr.  MossMAN.  We  have  been  in  red  ink  every  month  this  year. 

Senator  Smoot.  You  will  have,  then,  no  excess-profits  tax  this- 
year? 

Mr.  Mobsman.  Not  this  year. 
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STATEMENT  OF  WILLIAM  0.  GOODRICH,  OF  MIL WATTKSS,  WD., 
REPRESENTING  THE  WILLIAM  0.  GOODBICH  CO. 

The  Chairman.  Mr.   Goo<lrich,    please  state   your   name  to  tbej 
committee. 

Mr.  Goodrich.  William  O.  Goodrich. 

The  Chairman.  You  reside  in  Milwaukee  ? 

Mr.  Goodrich.  Yes,  sir. 

The  Chairman.  You  are  a  member  of  the  firm  of  W.  O.  Good- 
rich Co.  ? 

Mr.  Goodrich.  I  am  president  of  the  firm. 

The  Chairman.  You  desire  to  address  the  committee  on  paragnpk 
50,  linseed  oil  ? 

Mr.  Goodrich.  Yes,  sir. 

The  Chairman.  Will  you  proceed  briefly  and  state  your  views? 

Mr.  Goodrich.  I  am  chairman  of  the  linseed  crushers  and  flaxseed 
conmiittee,  which  is  a  conmiittee  representing  the  entire  linseed-oil 
producing  industry  in  this  country. 

The  Chairman.  If  the  witnesses  would  state  just  what  they  wint 
before  they  go  into  generalities,  it  would  be  very  helpful  to  the  com- 
mittee, 'fhat  request  has  been  repeatedly  made  oi  witnesses,  bat 
does  not  seem  to  oe  observed. 

Mr.  Goodrich.  Mr.  Chairman,  we  do  not  come  here  with  any  pith 
test.  We  are  entirely  satisfied  with  the  provision  made  for  protect* 
ing  our  industry  in  the  tariff  bill  now  before  vou.  We  have  ppp- 
pared  this  statement,  and  in  view  of  what  you  nave  just  said 

Senator  Smoot.  Do  you  think  it  absolutely  necessary  to  hire 
2^  cents  on  linseed  oil  ? 

Mr.  Goodrich.  Yes,  sir. 

Senator  SxMOOT.  And  your  brief  will  give  the  reasons  whyi 

Mr.  Goodrich.  Yes,  sir. 

The  Chairman.  You  had  a  liearing  befoi"o  the  House  committee! 

Mr.  Goodrich.  Yes,  sir. 

The  (^hairman.  Was  it  printed  ? 

Mr.  Goodhich.  Yes,  sir. 

The  (-hairman.  If  you  are  satisfied  with  the  bill  as  it  stands,  L<i it 
necessary  to  go  uU  over  the  ground  again  ? 

Mr.  GooDRK  n.  It  does  not  seem  to  me  that  it  is. 

The  (^iiAiH.MAX.  1  think  you  would  be  prot^^cted  if  we  print  your 
brief. 

Senator  Walsh.  Are  you  satisfied  with  the  duty  on  linseed' 

Mr.  GooDHK  n.  Yes,  sir.  That  is  a  question  which  we  have  not 
touched  upon. 

Senator  Walsh.  You  could  produce  linseed  oil  cheaper  if  there  was 
no  tarifi"  on  linseed,  could  you  not^ 

Mr.  Goodrich.  Yes,  sir:  but  we  feel  it  is  very  essential  for  thf 
country  to  mi\intain  the  flaxseed  industry. 

Senator  Walsh,  lias  the  duty  been  increased  on  linseeds 

Mr.  GooDKK  n.   It  has  been  increased  in  the  last  tarifl*  bill. 

vSenator  Caldkk.  What  was  the  dutv  on  it  under  the  rnderwuoJ 

hiin 

Mr.  GooDiucii.  Twenty  cents. 

Senator  Walsh.  What  is  it  under  this  bilH 

Mr.  Goodrich.  Twentv-live. 
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"senator  Walsh.  The  sana^e  as  under  the  Payne-Aldrich  bill,  ex- 
r>tiTig  the  American  valuation  plan? 
Nflr.   Goodrich.  Yes,  sir. 

Senator  Calder.  How  much  will  the  American   valuation  plan 
•rease  the  duty  on  linseed  oil? 
Mr.  Goodrich.  The  American  valuation  plan  ? 
Senator  Calder.  Yes. 

Mr.   Goodrich.  I  donH  think  I  can  answer  the  question.     I  don't 
lo^r  liow  this  American  valuation  plan  will  work. 
Senator  Smoot.  Linseed  oil  as  provided  in  this  bill  is  2^  cents  a 
>iincl  ? 

Mr.  Goodrich.  Yes,  sir. 

Senator  Simmoxs.  What  is  it  in  the  present  law? 
Mr.  Goodrich.  In  the  Underwood  law? 
Senator  Simmons.  Yes. 

Mr.  Goodrich.  The  present  law  is  the  emergency  tariff. 
Senator  Simmons.  1  mean  the  ITnderwood  law. 
Senator  Walsh.  Linseed  oil? 
Senator  Simmons.  Yes. 

Mr.  GrooDRiCH.  Ten  cents  per  gallon  in  the  Underwood  law. 
Senator  Simmons.  And  how  much  in  the  em.ergency  law? 
Mr.  Goodrich.  The  same,  10  cents  a  gallon.     Tney  did  not  change 
lie  duty  on  oil. 

Senator  Walsh.  Have  you  worked  out  the  difference  between  the 
tax  upon  linseed  and  linseed  oil  in  this  House  bill? 

Mr.  Goodrich.  The  difference  between  linseed  uiul  linseed  oil  ? 
Senator  Walsh.  Yes. 

Mr.  Goodrich.  I  don't  (juite  understand  you. 
Senator  Walsh.  lender  the  Payne- Aldrich  Act  liiLseod  was  taxed 
at  25  cents  per  bashel,  and  linseed  oil  at  15  cents  per  gallon. 
Mr.  Goodrich.  Yes,  sir. 

Senator  Walsh.  And  the  difl'ei^noe  as  worked  out  represented  7^ 
cents  per  bushel,  1>ut  under  the  Underwood  bill  it  was  only  3  cents 
per  bushel.  Have  you  worked  out  the  difference  between  the  tax 
upon  the  two  under  the  House  bill  ?. 

Mr.  Goodrich.  Not  exactly  in  that  way.  We  have  shown  the 
difference  now  esxiting  in  this  bill  over  the  increased  cost. 

vSenator  Walsh.  It  is  pretty  important,  is  it  not,  to  loiow  how  the 
tariff  rate  upon  linseed  conapaies  with  the  tariff  rate  upon  linseed  oil  ? 
Mr.  GroODRiCH.  The  tariff  rate  upon  linseed  only  affects  us  in  so  far 
a<^  we  are  obliged  to  put  that  much  moi-e  to  our  cost,     ff  there  is  a 
duty  of  25  cents  on  linseed,  which  we  pay,  we  add  the  eciuivdlent  of 
that  to  the  price  of  the  oil,  which  is  12  cents  a  gallon. 
Senator  Walsh.  The  tax  upon  the  oil  has  been  increased. 
Mr.  Goodrich.  Yes,  sir 

Senator  Walsh.  Has  the  tax  upon  linseed  been  increased  ( 
Mr.  Goodrich.  Five  cents. 

Senator  Walsh.  And  the  tax  upon  the  oil  has  been  increased  1  cent, 
from  IJ  cents  to  2^  cents? 

Mr.  Goodrich.  It  is  now  2 J,  or  18^  a  gallon,  and  it  was  15  cents  in 
the  Payne-Aldrich  bill. 
1  respectfully  ask  that  this  brief  be  included  in  the  record. 
The  Chairman.  It  will  l>e  printed. 
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(The  brief  referred  to  is  here  printed  in  full  as  follows^:) 

History  of  Tariff  on  Flaxseed  and  Linseed  Oil. 

The  growing  of  flaxseed  in  the  United  States  has  been  protected  bv  a  dan  ^ 
upon  importations  for  many  years.    Commencing  in  1890  the  rates  of  duty  ia\  • 
as  follows: 


1890:  30  cents  per  bushel  on  seed 
1894:  20  cents  per  bushel  on  seed 
1897:  25  cents  per  bushel  on  seed 
1909:  25  cents  per  bushel  on  seed 
1913:  20  cents  per  bushel  on  seed 


32  cents  per  gallon  on  oil. 
20  cents  per  gallon  on  oil. 
20  cents  per  gallon  on  oil. 
15  cents  per  gallon  on  oO. 
10' cents  i)er  gallon  on  oil. 


united  states  flaxseed  acreage. 
[Accoxding  to  United  States  Govemment  statistios.f 

1902-1909,  inclusive,  eight  years,  average  acreage  of  flaxseed,  2,7a04WO.    [•.- 
this  period  the  import  duty  on  flaxseed  was  25  cents  per  bushel;  on  hiisectl    . 
cents  per  gallon. 

1910-1913,  inclusive,  four  years,  average  acreage  of  flaxseed,  2,591,000.     I*.* 
this  period  the  import  duty  on  flaxseed  was  25  cents  per  bushel;  cm  Uwee-I   ' 
cents  per  gallon.     During  the  period  1910-1913,  the  import  duty  on  flaxseed  rrau.  - 
as  in  preceding  period,  but  duty  on  imported  linseed  oil  was  reduced  5  #*  zr- 
gallon,  equal  to  25  per  cent  reduction  from  oil  duty  in  preceding  period. 

1914-1920,  inclusive,  seven  years,  average  acreage  of  flaxseed,  l,6S4.000.    I»  --  ■- 
this  period  the  import  duty  on  flaxseed  was  20  cents  per  bushel;  on  linwed  < :. 
cents  per  gallon.     During  the  period  1914-1920,  the  import  duty  on  Hmms^^  v:^ 
reduced  5  cents  per  bushel  from  the  rate  of  duty  during  the  two  preeedinr  pen  «• 

Duty  on  linseed  oil  was  reduced  5  cents  per  gallon  or  33}  pier  cent  tram  p«r 
1910-1913,  and  10  cents  per  gallon  or  50  per  cent  lower  than  during  period  IWZ-l^ 

In  the  foregoing  statements  we  have  used  1910,  1914  as  the  commeneeBr- 
periods  for  comparisons,  as  tariff  changes  of  1909,  1913  were  effecdve  late  ia  ti*  ' 
spective  years. 

Prior  to  1910,  the  United  States  was  a  surplus  flaxseed  -producing  coaittry  and  i^' ' 
fore  importations  of  either  flaxseed  or  linseed  oil  were  unimportant  in  voIudt 

With  declining  rates  of  import  duty  on  flaxseed  and  particularly  on  Edsvk 
the  average  annual  acreace  of  the  period  1914-1920  shows  a  dedine  from  tlie  •t^'x 
for  the  period  1902-1909  inclusive,  of  1,066,000  acres,  or  38.8  per  cent. 

During  the  period  of  20  years  ending  1920,  the  normal  annual  requiRntsS' 
linseed  oil  in  the  United  States,  increased  from  about  40,000,000  gallons  to  TO.OV  tn 
gallons  or  75  per  cent. 

COMPARISON  OF  COSTS  TO  THE  AMERICAN  MANUFACTURER  OP  UNSEED  OIL  Wim  «  •*** 

OF  MANUFACTURER  IN   EUROPE. 

European  countries  import  flaxseed  free  of  duty. 

Taking  30  cents  ^er  bushel  import  duty  on  flaxseed  as  proposed  by  the  mmut^' 
tariff  biU  as  a  basis,  figuring  24  gallons  of  oil  yield  per  ousnel  of  seed,  w»  fiad  i~- 
equivalent  of  12  cents  a  gidlon  auty  on  linseed  oil. 

The  following  comparative  rates  of  wages  per  hour  are  computed  on  a  tdd  >*'-- 
of  exchange  as  of  May  14, 1921. 


Pressmen  and  molders 

Unskilled  labor 

Dock  labor  at  entry  ports . 


The  costs  other  than  labor  to  the  American  manufacturer  compared  witli  mkh"'- 
in  Europe  will  show  a  greater  (Usparity  than  in  the  table  of  wages  shown  9h^^ 

A  careful  comparison  of  operating  costs  of  the  larger  and  best  equipped  miB^  n  '*•' 
United  States  shows  an  avera^  total  cost  of  50  cents  per  bushel  of  seed  mubsil.  ^*^ 
upon  present  values  of  material,  labor,  and  costs  other  than  these. 
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?onBequently  'there  ia  a  difference  in  operating  costs  of  not  less  than  25  cents  per 
shel  a^ainat  the  American  manufacturer,  which,  converted  into  cents  per  gallon  of 
seed  oil  produced  from  a  bushel  of  flaxseed,  amounts  to  10  cents. 

TRANSPORTATION  COSTS. 

.\  bushel  of  flaxseed  is,  by  weight,  56  pounds,  from  which  is  expressed  by  manu- 
al urisif  processes  about  19  pounds  of  linseed  oil .  The  remainder,  or  about  37  pounds, 
mmonly  termed  by-product,  is  linseed-oil  cake  used  for  cattle-feeding  purposes. 
A  large  proportion  of  the  oil  cake  produced  in  this  country  from  imported  flaxseed 
exported  to  Europe.  The  oil  caxe  amounts  to  about  two-thirds  tne  weight  of  a 
i^hel  of  seed. 

During  the  last  10  years  the  dairy  fajiners  in  the  United  States  have  been  educated 
rough  the  various  agricultural  experiment  stations  to  recognize  the  peculiar  value 
Unseed  meal  as  a  superior  cattle  food. 

The  inherent  qualities  of  linseed  meal  make  it  a  prime  factor  in  the  making  up  of  a 
Janced  food  ration  and  if  it  were  not  produced  in  this  country  it  would  have  to  be 
iported  for  this  purpose  at  a  very  mucn  higher  price. 

Under  normal  conditions  the  rate  of  freight  from  Aieentina  (the  largest  surplus 
ixseed  producing  country  in  the  world)  is  approximately  the  same  to  United  States 
id  to  Europe. 

The  mean  rate  on  linseed-oil  cake  at  present  from  North  Atlantic  United  States  ports 
>  European  ports  is  $7.50  per  2,000  pounds,  which  is  equivalent  to  13]  cents  on  37 
ounds,  the  oil  cake  content  of  a  bushel  of  flaxseed. 

The  currently  quoted  ocean  freight  on  linseed  oil  from  Europe  to  North  Atlantic 
|nited  States  ports,  as,  for  instance,  Rotterdam,  Holland,  is  $6  gold  per  1,000  kilos, 
'hat  rate  of  transportation  applied  to  19  pounds  of  linseed  oil  obtainea  from  1  bushel 
f  flaxseed  plus  the  weight  of  the  container  is  the  equivalent  of  6.3  cents.  Thus  the 
ifference  between  the  transportation  cost  from  the  United  States  to  Europe  on  the 
ake  content  of  1  bushel  of  naxseed  and  the  transportation  cost  from  Europe  to  the 
-oited  States  on  the  oil  content  of  1  bushel  of  flaxseed  is  7.575  cents,  which,  reduced 
0  the  basis  of  a  gallon  of  7)  pounds,  is  3.28  cents  per  gallon. 
Accordingly,  excess  costs  to  American  manufacturers  per  gallon  of  oil  are:       cents. 

flaxseed  import  duty  equivalent 12. 00 

Abor,  etc 10.00 

Jrean  transportation 3. 28 

Total 25. 28 

These  excess  costs,  therefore,  justify  the  request  made  below  for  a  duty  of  25  cents 
per  gallon  on  linseed  oil. 

It  will  be  noted  from  the  above  facts  that  when  in  1890  the  duty  on  seed  was  30 
[?entK  per  bushel,  the  duty  on  linseed  oil  was  32  cents  per  gallon,  while  in  1913,  when 
the  duty  on  seed  was  io  cents  per  bushel,  the  duty  on  oil  was  only  10  cents  per  gallon. 
The  policy  of  the  Government  in  thus  reducing  the  duty  on  oil  has  resulted  in  making 
it  possible  for  foreign  manufacturers  to  export  oil  to  this  country  at  lower  prices  than 
the  farmers  and  linseed-oil  manufacturers  m  the  United  States  could  together  produce 
it.  Foreign  competition  in  oil  has,  therefore,  not  only  been  highly  disastrous  from 
the  j>tandpoint  of  the  producer  of  the  oil  but  from  the  standpoint  of  the  grower  of  the 
X'ed  too.  Under  this  policy  the  production  of  seed  in  the  United  States  has  been 
very  materially  reduced,  and  if  continued  the  United  States  farmer  will  be  compelled 
to  sell  his  seed  abroad  in  competition  with  South  American  seed,  to  be  manufactured 
into  oil  which  can  then  be  sent  back  to  this  country  at  lower  prices  than  the  American 
manufacturer  can  produce  it. 

Ooes  it  seem  necessary  to  argue  that  it  is  for  the  best  interests  of  this  country  to 
maintain  the  linseed-oil  industry  which  represents  a  volume  of  business  approaching 
$100,000,000,  the  products  of  wnich  are  essential  to  so  many  other  industries  that 
they  comprehend  a  large  portion  of  the  industrial  life  of  the  ^fation? 

Unless  the  industry  is  to  be  destroyed  and  this  country  is  to  be  dependent  entirely 
upon  foreign  manufacture  for  its  supply  of  linseed  oil,  the  compensatory  duty  on 
linseed  oil  discussed  in  this  statement  is,  we  believe,  absolutely  necessary  and  should 
beprovided. 

To  the  extent  that  American  farmers  may  fail  to  produce  suflScient  flaxseed  to  supply 
the  United  States  consuming  requirements  of  flaxseed  products,  we  call  attention  to  the 
l^easity  of  maintaining  a  parity  between  the  duty  imposed  upon  flaxseed  and  that 
imposed  upon  linseed  oil,  so  that  it  will  be  possible  to  import  such  amoimts  of  flaxseed 
^  may  be  necessary  for  the  consumptive  demand  of  the  United  States  from  our  neigh- 
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Wv  '^a  th^  m>tih  •  Canada  >  and  from  Ai^geAtina  on  the  south .  rather  than  h^  mm 

bife  itiatiuihip  between  the  duty  on  oil  and  seed,  force  tbrse  prodnrnifr 

:.^  mafkec  iheir  flaxseed  in  Europe,  the  result  of  which  course  would  be  tbe  i^^  '- 

(ivc  .i  ii::iseed-oiI  manufactures  in  Europe  and  the  extinction  of  our  inducer; 

rV>.<ttbiy  the  United  States  farmer  would  find  it  difficult  to  sell  his  ewd  mr-  . 
A=Ai  lu  ihai  e\-eiit  the  growing  of  seed  (if  it  is  worth  while  growinft  any  ol  it  a'  . 
aoKi.  V  a  consequence,  the  production  of  oil  would  cease  in  this  conmnr. 

We  thererore  respectfuBy  ask  for  a  duty  of  25  cents  per  gallon  on  tinse<ii  oal  !■€•«-  - 
i^:  .^  shtf  %»«iiftrT  if  :I0  cents  per  bushel  on  foreign  seed  is  to  be  maintainsd 
Re*)^tnLily  submitted. 

Lin  SEED  ("RVSHBRa*  i  omii 
W.  O.  Goodrich,  Chairman. 
C.  T.  Nolan, 
Howard  Kbixooo. 
J.  W.  Daniels. 
F.  K.  Qvime, 
Representing  the  Entire  LvMeed  Crushinf 


The  CiiMRMAX.  The  next  witness  is  Mr.  Henr)'  E.  Watkir- 
Atl^\t;ii,  Ga.,  representing  the  Crude  Cottonseed  Oil  Tariff  Cosunis  • 

Mr.  W.  M.  HiTCHiNsoN.  Mr.  Chairman,  I  am  secretary  of  • 
iViuie  Cottonseed  Oil  Tariff  Committee. 

The  l^viRMAX.  Are  you  speaking  instead  of  Mr.  Wat  kins  ? 

Mr.  HiTVinxsox.  Mr.  Watkins  stated  to  me  he  had  wireil  v»- 
lh;jit  privilege,  as  he  was  unavoidably  detained. 

The  O1.URMAX.  We  will  be  dad  to  hear  vouf. 


STATSKSVT  OF  W.   X.  HTJTCmVSOV,  SECKETASY  OF 
CBUDE  COTTONSEED  OIL  TARIFF  COKMITTSS. 

The  Oi.URMAX.  You  may  proceed  with  your  stalcnmit.  VI" 
Uutohin^m. 

Mr.  lliTinnxsox.  Mr.  Chairman,  the  Crude  Cottonseed  Oil  Tar " 
Cowiuittet*  HUhI  with  the  Ways  and  Means  Committee  of  the  Hou'^ 

I>rinUHl  brief.     I  shall  not  consume  any  time  to  read  from  that  hr- 
i  have  it  hen\  and  we  reiterate  the  statements  therein  and  ask  :•  : 
the  duty  stipulated  therein  be  imposed. 

Senator  Smix^t.  The  House  gave  you  a  duty  of  2  cents  per  p»f-  ■ 
Aie  Nou  not  satisfied  with  that  \ 

Mi\  UiTciiix^ox.  No,  sir.     We  ask  for  o. 

The  i^iAiRMAX.  Have  you  the  brief  here  with  youf 

Mr.  Hi*nniixs(>x.  1  have  the  brief. 

The  (^HAiRMAX.  Is  that  the  same  brief  that  was  print4M)  in  : 
House  f 

Mr.  MinHiX8i>x.  Yes,  sir.  I  want  to  call  your  particular  •!;•■ 
tion»  Mr.  Chairman,  to  the  fact  that  no  duty  was  impnesed  'i:^ 
oopra     dried  coconut  meats — and  soya  beans. 

The  CiuiRMA.N,  Do  you  wish  that  printed  as  a  part  of  your  ^-  - 
meut  i 

\U\  Ml  Ti  iiixsox.  I  do. 

The  CuAiUMAX.  It  will  be  so  printed,  as  you  ask  a  suhsta"  ■ 
Increase  in  I  lie  duty. 

V  The  brief  referred  to  will  appear  at  the  close  of  the  stat^omi 
this  witness.) 

Mr.  llmnnNsox.  If  copra  and  soya  beans  are  imported  wn.. 
duty*  undoubtedly  mills  will  spring  up  to  extract  ttie  tnl  in  . 
country,  and  the  <nl  would  thereiore  ef»'  •    in  competition  with  «^»ti  '■ 
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ci    ATi^d  peanut  oil.     Furthermore,  it  will  be  placed  in  competition 
tVi  peanut  and  cottonseed  meal  and  cake,  the  coconut  meats  after 
^   oil   is  extracted,  and  the  soya  bean  cake  after  the  oil  is  extracted. 
t  shedl  file  this  brief,  sir,  and  isarnestly  ask  your  consideration  of  it. 
Thej  Chairman.  The  committee  will  very  carefully  consider  it. 
^>onator  Simmons.  I  should  like  to  askyou  one  question.     What 
t Vie  production  of  cottonseed  oil  in  this  country  ? 
\fr.   Hutchinson.  About  1 ,000,000,000  pounds. 
Senator  Simmons.  How  much  was  imported  during  the  year  1920? 
A'lr.    Hutchinson.  For  the  year  1920  the  nearest  figures  we  have 
e  22,789,000  pounds  of  cottonseed  oil  imported. 
Senator  Simmons.  The  report  I  have  before  me  says  9,457,000. 
Mr.   Hutchinson.  This  was  for  the  fiscal  year  of  iVugust  1,  1920, 
tViink,  Senator. 

Senator  Simmons.  This  is  for  the  calendar  year  1920.  During  that 
oar,  according  to  the  oflRcial  documents  here,  less  than  ten  million, 
bout  nine  and  one-half  million,  pounds  were  imported.  The  total 
alue  was  $1,300,000. 

Mr.  Hutchinson.  That  would  indicate  that  the  imports  the  latter 
>art   of  1919  were  heavier  and  would  account  for  the  difference. 

Senator  Dillingham.  Where  does   the  imported   cottonseed   oil 
:'ome  from? 

Mr.  Hutchinson.  England  and  Holland.     Sometimes  our  markets 
get  disturbed  here  and  they  import  that  oil. 

Senator  Simmons.  You  say  it  is  imported  from  England  ? 
Mr.  Hltxjhinson.  And  Holland. 

Senator  Simmons.  Where  do  they  get  the  cotton  seSd  ? 
Mr.  Hl^chinson.  They  use  cotton  seed  imported  from  India. 
Senator  Simmons.  They  have  to  import  the  seed  out  of  which  they 
crush  that  oil  ? 

Mr.  Hltchinson.  Yes,  sir. 
Senator  Simmons.  And  then  it  is  imported  here  ? 
Mr.  Hltchinson.  Yes,  sir. 

Senator  Smoot.  Fifty-four  per  cent  of  the  cottonseed  oil  coming 
into  the  United  States  comes  from  China. 
Mr.  Hl^chinson.  That  is  not  material. 

Senator  Simmons.  What  oil  might  be  imported  in  competition  with 
that? 
Mr.  Hutchinson.  In  competition  with  cottonseed  oil  ? 
Senator  Simmons.  Yes. 

Mr.  Hutchinson.  Coconut  oil  and  coconut  meats,  the  oil  being 
extracted  in  this  country,  and  soya-bean  oil. 

Senator  wSimmons.  And  you  are  chiefly  afraid  of  the  importation 
of  those  two  oils  ? 

Mr.  Hutchinson.  That  is  true.     Thej^  come  in  competition  with 
our  domestic  cottonseed  oil  and  peanut  oil. 
Senator  Simmons.  What  is  your  cottonseed  oil  used  for  ? 
Mr.  Hutchinson.  It  is  usea  for  edible  purposes,  and  some  in  soap, 
and  some  in  margarine. 

Senator  Simmons.  Is  it  not  practically  all  used  for  the  purpose  of 
making  edible  things  ? 
Mr.  Hutchinson.  Practically  all;  yes,  sir.* 
Senator  Simmons.  What  is  coconut  oil  used  for  ? 
Mr.  Hutchinson.  It  is  used  for  edible  purposes,  also,  and  for  soap. 
Senator  Simmons.  The  same  edible  purposes  ? 
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Mr.  Hutchinson.  My  impression  is  that  most  of  the  coconnt 
is  used  in  the  manufacture  of  margarine  and  some  in  soap.     C<v.  • 
seed  oil  is  also  used  in  margarine. 

Senator  Simmons.  But  to  a  limited  extent? 

Mr.  Hutchinson.  To  a  considerable  extent,  I  think,  Senat4>r 

Senator  Simmons.  What  is  the  lai^est  use  of  cottonseed  oil ' 

Mr.  Hutchinson.  The  major  part  of  the  cottonseed  oil  fc-  • 
sumed  in  edible  oils,  such  as  salad  oils,  and  in  the  manufacture 
lard  substitutes  and  compounds. 

Senator  Simmons.  Soya-bean  oil  is  used  for  what  ? 

Mr,  Hutchinson.  Soya-bean  oil  is  used  in  the  manufacture 
compounds,  to  some  extent,  in  the  paint,  and  in  the  margarine  :i  :.- 
try  also.     I  have  not  the  exact  figures.     They  are  hard  to  obtA^:: 

Senator  Simmons.  So  those  uses  are  not  identical  with  the  u^» 
which  cottonseed  oil  is  put  ? 

Mr.  Hutchinson.  But  they  come  in  competition  y^th  us.  T 
have  displaced  cottonseed  oil  largely  in  its  use  in  margarine. 

Senator  Simmons.  I  think  you  wdl  find  there  is  only  a  rerr  -= — 
percentage  of  cottonseed  oil  used  in  making  oleomargarine  &:  ' 
present  time. 

Can  you  give  the  committee  the  importations  of  soya  beac  l' 
coconut  oil  ? 

Mr.  Hutchinson.  I  can,  sir.     It  is  incorporated  in  our  brirf 

Senator  Simmons.  If  it  is  in  your  brief  you  need  not  give  it  n  » 
I  will  just  ask  you  this  general  question: 

Is  it  not  a  fact  that  in  the  latter  months  of  last  year  and  the  e%r  ' 
months  of  thi^year  there  was  a  tremendous  falling  off  in  the  imp  ' 
tations  of  peanut  oil,  and  soya-bean  oil,  in  those  two  competing  <  il* 
Has  there  not  been  a  very  striking  falling  off  in  the  importaUi»ib   ' 
those  two  oils,  instead  of  an  increase  ? 

Mr.  Hutchinson.  My  information  is  that  the  imports  havr.*- 
creased. 

Senator  Simmons.  They  have  decreased  enormously  durinj:  :•- 
months  of  October,  ^  November,  and  December  of  last  year.    I  lu- 
not  kept  up  with  it  this  year,  but  I  did  investigate  it  then,  and  it  L»  * 
almost  become  inconsequential. 

Mr.  Hutchinson.  Well,  Senator,  we  feel  that  the  imports,  wk. 
were  very  heavy  for  the  years  1919  and  1920  had  probably  caa^ 
some  stocks  to  accumulate  in  this  country. 

I  should  like  to  make  the  statement  that  we  produced  m  :*- 
United  States  for  the  years  1919  and  1920,  992,000,000  pounds 
vegetable  oils.     That  is  composed  of  cottonseed  oil  and  a  limi'c 
amount  of  peanut  oil. 

Senator  Simmons.  It  includes  all  other  oils  made  from  vegetaht^ 
does  it  not,  if  it  is  vegetable  oil  ? 

Mr.  Hutchinson.  Yes,  sir;  but  those  are  practicallv  the  iC 
edible  vegetable  oils  that  are  made  in  this  country;  only  a  limit*- 
amount.  Considerable  coconut  oil  is  produced  after  the  meau  t.*- 
imported,  dried  copra  meats.  We  consume  more  vegetable  oil  in  :.- 
United  States  than  we  produce.  Adding  to  our  domeetic  pnJu  • 
tion  the  imports  and  deducting  the  exports  of  vegetables  and  fa> 
we  consume  more  than  we  produce.  Therefore,  the  impoaitiiio 
duty  on  these  imports  should  create  a  very  considerable  rfvenae. 

Senator  Simmons.  Have  you  there  the  exports  of  cottonseed  <  .i 

Mr.  Hutchinson.  I  have. 
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on ator  Simmons.  Can  you  give  those  to  the  committee  ? 

It.  Hutchinson.  I  have  that  tabulated  in  printed  form.     Shall 

ad  it? 

►enator  Simmons.  Yes. 

Ir.  Hutchinson.  The  exports  of  cottonseed  oil  in  1919  and  1920 

•e  152,436,000  pounds. 

senator  Simmons.  What  percentage  was  that  of  the  total  produc- 

n  in  this  country  ? 

rlr.  Hutchinson.  About  15  per  cent. 

Senator  Simmons.  About  15  per  cent  of  the  total  production  was 

>orted  ? 

ilr.  Hutchinson.  True. 

Senator  Simmons.  And  there  was  imported  during  that  period  of 

le  liow  much  cottonseed  oil  ? 

Mr.  Hutchinson.  Twenty- two  million  pounds,  but  of  coconut  oil 

d  of  soya-bean  oil  there  were  895,000  pounds  of  edible  oils  and  fats. 

Senator  Simmons.  What  period  does  that  cover  ? 

Mr-  Hutchinson.  The  period  for  the  year  ending  August  1,  1920. 

tat  is  near  as  we  have  it  tabulated.  ,     ' 

Senator  Simmons.  That   was    a   period    of   large   imports.     The 

iportations  began  to  fall  oflf  about  August,  the  very  time  you 

ention,  and  have  been  rapidly  falling  off  ever  since. 

Mr.  Hutchinson.  They  nave  been  decreasing. 

I  hope  the  committee  will  consider  particularly  the  fact  that  the 

,w  materials,  soya  beans  and  dried  copra  meats,  have  been  omitted 

om  the  bill,  placed  on  the  free  list,  which  we  feel  makes  the  duty 

ley  have  imposed  of  2  cents  a  pound  practically  inoperative. 

55enator  Simmons.  What  do  you  ask  1 

^Ir.  Hutchinson.  Five  cents  a  pound. 

Senator  Walsh.  Will  not  the  coconut-oil  people  and  the  soya-bean 
eople  want  5  cents  if  you  get  5  cents  ? 

Mr.  Hutchinson.  We  are  asking  it  for  them. 

Senator  Walsh.  I  thought  you  were  asking  only  for  yourself,  so 
dLT  as  this  item  is  concerns. 

Mr.  Hutchinson.  We  are  asking  it  for  those  coming  in  competition 
rith  cotton  seed'  and  peanut  oil  products. 

The  Chairman.  Would  1  cent  help  the  industry  any? 

Mr.  Hutchinson.  An  increase  of  1  cent? 

The  Chairman.  No;  reduce  it  to  1  cent. 

Mr.  Hutchinson.  I  do  not  think  it  is  adequate  at  all,  Mr.  Chairman. 

The  Chairman.  I  only  called  your  attention  to  it  because  it  has 
)een  suggested  as  heing  an  adequate  duty. 

Senator  Simmons.  Wnat  is  cottonseed  oil  being  sold  at  now  on  this 
narket  ? 

Mr.  Hutchinson.  At  about  9  cents  per  poimd  in  barrels  in  New 
York,  refined  cottonseed  oil.  The  crude  oil  in  the  South  when  I  left 
(^as  bringing  about  7  cents  a  poimd. 

Senator  Smoot.  That  is  50  cents  per  gallon  ? 

Mr.  Hutchinson.  About  50  cents  a  gallon. 

Senator  Simmons.  What  would  the  duty  of  5  cents  which  you  ask 
amount  to  reduced  to  ad  valorem  ? 

Mr.  Hutchinson.  About  10  per  cent. 
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■  I'.   Hutchinson.  Two  cents, 

•  'iiiitor  Simmons.  You  did  not  complain  of  that  at  that  time, 
you  i 
1 1-.    HcTCHiNSON.  Senator,  we  did  not,  because  we  realized  that 

ii  Kuny  up  measure  and  we  bided  our  time. 
cnator  Simmons.  It  was  a  measure  that  was  giving  pretty  good 
rection.  Everybody  recognized  it  was  intended  to  be  ample 
1  <>ction,  a  little  bit  more  than  we  thought  would  be  given  in  any 
iirtnent  bill,  because  it  was  intended  to  meet  an  emergency 
ation.  I  understood  your  people  were  satisfied.  I  come  from 
South,  as  you  do,  and  I  thought  you  were  very  much  satisfied. 
Ir.  HoTcmNSON.  We  were  satisfied  to  the  extent  of  the  protec- 
t  it  afforded,  but  we  felt  that  was  only  a  temporary  measure  and 
'■ontemplated  all  the  while,  when  the  permanent  measure  came 
going  into  the  matter  thoroughly  and  exhaustively. 
"he  Chairman.  What  stares  me  in  the  face,  and  what  I  can  not 
mcile,  is  the  fact  that  we  exported  about  283,000,000  pounds 
ottonseed  oil  of  American  production  and  imported  37,000,000 
tnds.  There  is  an  enormous  difference  there  between  the  exports 
iie  article  and  the  imports. 

■Ir.   Hdtchinson.  Absolutely,  but  you  will  notice  the  exports  of 
er    T^etable   oils.     That   is    the   point,   Mr.   Chainuan.     These 
er  vegetable  oils  dwplace  and  compete  with  them, 
senator  Simmons.  What  is  the  price  of  coconut  oil  that  you  say 
iipetesi 

Ir.  Hutchinson.  It  ia  just  a  little  above  cottonseed  oil.  It  is 
t  a  little  above  cottonseed  oil,  I  believe,  Senator.  The  present 
rket,  tho^h,  Mr,  Chairman,  I  do  not  feel  is  hardly  a  criterion 
go  by.  Tne  industry  is  disturbed  and  has  been  for  some  time. 
r  committee  gave  most  careful  consideration  to  the  preparation 
the  statements  and  tables  in  this  brief,  and  I  hope  you  will  con- 
i^r  them  very  seriously.  Our  farmers  in  the  South  need  all  the 
Istaoce  thev  can  get.  Cottonseed  is  now  selling  at  $20  and  $25 
on  to  the  farmers.  It  has  been  as  high  as  S95  and  SIOO.  We 
I  that  unless  we  pay  the  farmer  a  fair  price  for  his  seed,  which 
previously  calculated  at  a  minimum  of  $30  per  ton,  he  will  utilize 
jt  seed  as  a  fertilizer  and  our  country  will  be  deprived  of  the 
■rmous  food  value  of  the  oil  and  feed  value  of  the  meal, 
rhe  Chairman.  Your  time  is  up.  Have  you  concluded  ?  The 
nmittee  will  give  very  careful  consideration  to  you  brief. 
Mr.  Hutchinson.  Thank  you  very  much. 
'The  brief  referred  to  is  here  printed  in  full,  as  follows:) 

[,AOI!  ON   DUTIABLK   i.lBT  VeGETABLB  OiLS  ANI> 


ottonseed  oil  lariif  commillee  aitpuared 
he  HouBe  of  Repress Dtstives  and  liled 
iietry.  A  copy  of  that  brief  ia  attached 
contained  therein  and  request  of  your 
l«d  therein. 

e  (iutiee  which  we  have  aaked,  except 
Bving  fixed  leea  than  50  per  cent  ol  the 
'  duty  on  copra  (dried  coconut  meatB) 
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and  soya  beans.  Soya-bean  oil  and  coconut  oil  are  strong  competitors  of  cottoiue«d 
oil.  and  without  the  imposition  of  duty  on  these  oil-producing  commodities  tJwy 
would  undoubtedly  be  imported,  and  the  oil  extracted  therefrom  in  the  Unit«i  Statef 
woi'ld  come  in  competition  with  cottonseed  oil.  Furthermore,  the  cake  prodaoed 
would  constitute  further  competition  to  our  domestic  cottonseed  cake  and  meal. 

Tiie  duties  stipulated  in  this  brief  were  carefully  considered  and  represent  tbe 
exact  amount  of  protection  which  must  be  furnished  in  order  to  pre8er\'e  the  crude 
cott  mseed-oil  industry  and  enable  the  crushers  to  pay  the  farmer  a  fair  price  for 
cott  m  seed, 

A'l  of  which  is  respectfully  submitted. 

Crude  Cotton  Seed  Oil  Tariff  Commiitee, 
Bv  Henry  E.  Watkins,  Chairman. 


Argument  for  Vegetable  Oil  Tariff. 

A  committee  representing?  the  Cotton  Seed  Crushers'  Association  of  Geor^,  the 
Texas  Cotton  Seed  Crushers'  Association,  the  Arkansas  Cotton  Seed  Oushers'  Afl»- 
ciat'on,  the  Oklahoma  Cotton  Seed  Crushers'  Association,  the  Alabama  Cotton  Seed 
Crushers'  Association,  the  crude  cottonseed-oil  interests  of  California  and  Ariwnn, 
and  other  crude-oil  interests  in  the  States  of  South  (^^rolina,  Mississippi,  rx>uifflini, 
Tennessee,  and  North  Carolina,  appeared  before  the  Committee  on  Ways  and  Mem 
of  the  House  of  Representatives  at  Washington  on  February  12>  1921,  asking  for  the 
imposition  on  all  imported  vegetable  oils  and  oil-bearing  materials  and  products  d 
specific  tariff  duties. 

■  he  committee  consisted  of  Mr.  Henry  E.  Watkins,  chairman  crude  cottonfleed- 
oil  tariff  committee;  Mr.  W.  M.  Hutchinson,  secretary  of  the  committee:  Mr.  L.  G. 
Noal,  representative  for  Georgia  on  the  committee,  and  Mr.  Robert  S.  Packer,  of 
yvtlanta,  appeared  with  the  committee  as  counsel. 

I  lie  matter  considered  at  Washington  is  of  far-reaching  importance  to  the  whole 
V(Hr(* table-oil  industry. 

Jji  order  that  crushing  mills,  Senators,  Congressmen,  and  others  interested  miy  be 
arquainted  with  the  reasons  for  the  petition  for  protective  tariff  for  the  crude cottoo- 
sec?  1-oil  industry,  the  committee  publishes  herewith  a  copy  of  the  brief  and  statiflticil 
information  filed  with  the  Ways  and  Means  Committee;  also  a  ^nographic  report  of 
the  arguments  and  proceedings  before  the  committee. 

Additional  copies  may  be  had  upon  request,  addressed  to  W.  M.  HutchiosoD, 
P   •  >.  box  7,  Atlanta,  Ga. 

Brief  in  Support  op  Request  to  Place  on  Dutiable  List  Vegetable  Oilsaxp 

Oil  Products. 

To  the  Committee  on  Ways  and  Means, 

HouM  of  Representatives. 

introduction. 

Tliis  brief  is  filed  on  behalf  of  the  Cotton  Seed  Crushers'  Association  of  Georgi*. 
the  Texas  Cotton  Seed  Crushers'  Association,  the  Arkansas  Cotton  Seed  CruAeis' 
Association,  the  Oklahoma  Cotton  Seed  Crushers'  Association,  the  Alabama  Cotton 
Seed  Crushers'  Association,  and  other  crude-oil  interests  in  the  States  of  South  (Caro- 
lina, Mississippi,  Louisiana,  Tennessee,  and  North  Carolina.  It  presents  the  \iew8 
of  crushers  of  cottonseed  generally.  We  represent  also  the  California  and  ArizoM 
crude  cotton-oil  interests. 

The  oils  and  oil  products  next  below  listed  are  now  on  the  free  list,  with  the  excep- 
tion of  peanuts  and  peanut  oil,  which  are  subject,  respectively,  to  duties,  under 
schedule  G  of  tJie  present  tariff  laws,  of  three-fourths  of  1  cent  per  poimd  on  peanute 
and  6  cents  per  gallon  on  peanut  oil. 

SPECIFIC    DUTIES   REQUESTED. 

Wo  respectfully  ask  the  imposition  of  the  following  duties  on  the  following  producte, 
namoly: 
First.  On  coconut  oil  of  5  cents  per  pound. 
Second.  On  copra  (coconut  meats)  of  3  cents  per  pound. 
Third.  On  crude  peanut  oil  of  5  cents  per  pound. 
Fourth.  On  refined  peanut  oil  of  6  cents  per  pound. 
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*^if  tb .    On  shelled  peanuts  of  4  cents  per  pound . 

>i:xtlx  .    On  uni^elled  peanuts  of  3  cents  per  pound. 

>evex&t}i.  On  olive  oil  (edible)  of  5  cents  per  pound. 

^iglitli..  On  olive  oil  (not  edible)  of  4  cents  per  pound. 

"^  in  til .  On  cottonseed  oil  (crude)  of  5  cents  per  pound. 

Tentii..  On  cottonseed  oil  (refined)  of  6  cents  per  pound. 

Blevexith.  On  palm  oil  of  5  cents  per  pound. 

Twelftli.  On  nalm  kernel  oil  of  5  cents  per  pound. 

Thirteenth .  On  palm  kernels,  on  palm  nuts,  and  on  palm  fruits  of  3  cents  per  poi>  nd. 

Fourteenth.  On  soya-bean  oil  (crude)  of  5  cents  per  pound. 

Fifteenth.  On  soya-bean  oil  (refined)  of  6  cents  per  pound. 

Six.teenth.  On  soya  beans  of  3  cents  per  pound. 

Seventeenth.  On  Chinese  nut  oil  of  5  cents  per  pound. 

E)igliteenth.  On  sesame  seeds  of  3  cents  per  pound. 

Nixxeteenth.  On  sesame  oil  of  5  cents  per  pound. 

AROUMENTS  IN  FAVOR  OP  DUTIES   RECOMMENDED. 

This  brief  sets  forth  a  request  and  recommendation  which  is  impelled  by  conditions 
'hich  have  but  recently  confronted  the  cottonseed-oil  industry.  So  far  as  prior 
ariff  leg^ation  is  concerned,  the  instant  case,  is  one  of  first  impression.  The  duties 
eked  are  vital  to  the  preservation  of  the  cottonseed-oil  industry,  which  is  to-day 
aenaced  by  ruinous  competition  with  oriental  oils,  namely,  coconut,  soya  bean, 
>alin,  peanut,  and  similar  oils,  which  are  flooding  this  countxy  and  dominating  the 
narket  for  all  v^etable  oils.  The  importation  of  these  oils  in  large  quantities  is  a 
levelopment  of  tne  last  few  years  only.  To-day,  however,  it  is  the  overwhelming 
inJ^uence  in  the  vegetable-oil  business  and  market.  In  view,  therefore,  of  the  new- 
less  of  the  situation  to  which  we  direct  your  attention,  we  repeat  that  this  case  presents 
tor  the  first  time  in  any  l^islative  committee  or  forum  the  problem  of  the  cottonseed- 
ail  crushers. 

The  importance  of  the  matter  presented  is  apparent.  An  adverse  decisioD  in 
Congress  would  be  far-reaching  in  its  disastrous  enects.  While  in  this  argument  we 
invoke,  primarily,  protection  for  the  cottonseed-oil  industry,  the  Questions  considered 
are  of  almost  equal  importance  to  the  general  agricultural  and  dairying  interests  of 
the  United  States. 

Lard  substitutes  and  oleomargarine  (margarine)  must  be  reckoned  with  in  the  hug- 
laising  business  and  in  the  dairying  business.  V^etable  oils  may  be  said,  therefore, 
to  come  into  competition  with  butter  fat  and  pure  lard.  As  will  hereinaft^  more 
particularly  appear,  these  oriental  oils  are  being  used  more  and  more  in  the  manu- 
facture of  lard  substitutes  and  oleomaigarine — almost,  in  fact,  to  the  exclusion  of 
cottonseed  oil.  The  importance  to  the  dairying  interests  of  the  imposition  of  the 
duties,  in  this  argument  contended  for,  has  been  heretofore  made  plain  to  your  com- 
mittee by  representatives  of  the  dairying  business  in  arguments  which  have  been 
incorporated  into  your  records  and  concerning  which,  therefore,  nothing  additional 
need  be  said  in  the  present  argument. 

The  agricultural  and  dairying  interests  having  already,  to  an  extent,  at  least,  mode 
plain  their  case,  we  refer  thereto  in  this  immediate  connection  only  that  the  com- 
mittee mav  apprehend  the  full  importance  of  placing  duties  on  all  vegetable  oils,  and 
in  order  that  the  committee  may  appreciate  to  the  fullest  extent  the  fact  that  the 
•  interests  of  the  producer  in  this  regard  are  identical  with  the  interests  of  the  crushers, 
as  well  as  the  further  fact  that  the  ramifications  of  the  questions  made  herein  touch 
directly  the  great  dairying  industry  and  the  general  a^icultural  interests. 

The  development  of  the  cottonseed-oil  industry  in  this  country,  generally  speaking, 
dates  back  only  to  the  year  1880.  From  that  time  until  the  present  the  extraordinary 
importance  of  the  foods  and  of  the  by-products  of  the  cotton  seed  has  been  gradually 
comprehended  and  progressively  appreciated.  There  are  now  over  800  oil  mills  in 
the  United  States,  representing  an  invested  capital  of  approximately  $180,000,000, 
and  giving  employment  to  a  substantial  percentage  of  the  labor  in  the  cottonseed -oil 
producing  States. 

Prior  to  1880  the  cotton  peed  was  regarded  as  practically  worthless,  except  for  the 
purpose  of  planting  the  new  crop  and  to  turn  into  the  ground  as  fertiliser.  At  the 
present  time,  however,  the  aggregate  annual  value  of  the  cottonpeed  yield  is  enormo  i.^. 
In  recent  years  the  average  value  of  the  cotton  ?eed  produced  has  meant  to  the  farmers 
of  thifi  country  about  $300,000,000  per  annum.  More  complete  statistical  tables  are 
appended  hereto  for  the  information  of  the  committee. 

It  ia  respectfully  submitted  in  all  sincerity  and  with  ail  earnestness,  and  as  a  literal 
tinexaggerated  statement  of  fact,  that  the  future  development  and  the  future  con- 
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tinuation  of  this  tremendous  industry  depend  abpolutely  and  entirely  upon  fhf*  Wryizg 
oi  duties  adecjuate  to  i)rotect  it  from  the  ruinous  market  conditions  which  haven-tulrc^ 
from  the  dumping  into  this  country  of  cheap  oriental  vegetable  oila  produc«d  undir 
conditions  which  are  fortunately  unknown  in  American  fitaiidard?  of  agricultunl  utf 
industrial  occupations  or  emj^loyments. 

Our  attention  has  been  called  to  an  article  prepared  by  the  United  Statw  Tarilf 
Commission,  in  which  the  following  statement  is  made: 

"Since  the  United  States  produces  about  three-fourths  of  the  world V  Fupplyix 
cottonseed  oil.  and  is  the  only  heavy  exporting  countr>',  there  appeare  to  be  no  in- 
mediate  tariff  j)roblem.'*  This  conclusion  of  the  commiwion  i^  developed  fmntb? 
untenable  premise  that  cottonseed  oil  stands  as  a  product  unaffected  by  the  otan- 
petition  of  other  vegetable  oil?.  The  fact  is,  however,  that  coconut  oil  and  90>t-htAa 
oil  enter,  for  almost  all  i)urposes,  into  practical  competition  with  cottoitf««d  vol. 
While  it  is  true  that  a  certain  amount  of  cottonseed  oil  is  exiwrted  (approximate 
figures  on  exports  l)eing  furnished  in  tables  ap])ended  hereto),  the  total  imount 
exported  is  negligible  as  (X)m pared  with  the  imports  into  this  countr>'  of  (wmprtine  \ 
vegetable  oils.  .Our  Census  Bureau  w  without  statistics  on  the  sujjply  of  itrieDtal 
peanut,  cocojiut.  soya-l)ean,  and  similar  oils,  but.  judging  from  the  euoroioiu:  uu&n- 
titie^  imported  during  the  past  three  ;^'ears,  tlie  supply  would  seom  to  be  UDlimitni 
and  practically  inexhaustible.  In  the  years  l^)l\i  and  1920  alone  approximitriy 
1 ,000,000. OOO  pounds  of  vegetable  oil  per  annum  were  imported.  The  relatively  aull 
exports  of  cottonseed  oil  from  this  country  were  largely  for  special  pur]>opei«.  !iucii»ib 
substitution  for  European  olive  oil  and  for  human  consumption. 

The  country  is,  therefore,  utilizing  almost  as  much  imi>ortetl  vegetable  oil  ac  ii 
produces,  and  there  is  api>arently  no  limit  to  the  quantity  with  which  the  t-ounuy 
may  be  flooded.  Re<:ently  in  one  year  alone  there  were  built  and  put  into  opennon 
in  one  town  in  Manchuria  10  oil  mills,  ^Wth  a  very  large  aggregate  crushing  caj^dty 
Bear  in  mind  that  this  oriental  oil  is,  as  above  stated,  in  direct  competition  wirb  cot- 
tonseed oil.  The  situation  is,  therefore,  the  same,  practically  speaking,  as  though  ihe 
I'nited  States  did  not  produce  "about  three-fourths  of  the  world's  8Ui)ply  of  i-ottonrnd 
oil."  The  fact  is,  on  the  ct)ntrar>',  that  the  American  producer  of  cottonseed  oil  fio^ 
a  competition  which  he  can  not  meet  unle'^  protection  be  given  him.  A  pruticil 
monopoly  of  cottonseed  oil  avaib<  nothing  if  that  product  must  be  and  is  in  competitioB 
with  an  oriental  prcniuct  to  all  intents  and  purpose.*,  and  at  least  in  so  far  ae>  pradinl 
utilization  is  concerned,  interchangeable  with  cottonseed  oil. 

In  the  face  of  the  facts  iis  above  stat(»d,  we  respectfully  submit  that  there  i*  noU»i' 
for  the  statemeJit  that  "there  api)ear8  to  be  no  immediate  tariff  problem.  '  i^tht 
contrar\',  the  *'j)roblem''  is  grave  and  imminent. 

The  article  above  referred  to  (rontains  the  further  statement  that — 

"The  products  which  compete  with  cottonseed  oil  are  imported  in  large  and  iaamt 
ing  quantities.  Recent  accomplishments  in  deodorization  have  made  poauUe  ih«' 
use  of  these  comjKjting  oils  in  the  manufacture  of  lard  substitutes.  This  is  a  w* 
development,  the  effect  of  which  can  not  l>e  foretold."  We  re8i)ectfully  »ulwut.iii 
answer  thereto,  that  the  "effect"  is  actually  now  apparent,  and  that  the  future  of 
the  cottonseed-oil  industry',  unprotected  by  tariff  duties,  can  be  foretold  to  a  math- 
ematical certainty.  Unless  protection  \>e  provided  without  delay  the  "oflertM 
this  **n(nv  developnu^nt"  will  inevitably  be  complete  ruin. 

This  important  American  industry  should  not  V>e  allowed  to  face  ruin  on  the  idm 
(again  quoting  the*  aforementioned  article)  that  "it  is  too  i^rly  as  yet  to  dotiriuin* 
what  will  be  the  effect  in  this  industry  of  competition  from  other  oils."  If  inuu'" 
diate  relief  be  not  given,  specilic  information  as  to  the  "effect  of  compelition  iii'n! 
other  oils  "  will  be  adcertainable  only  from  a  post-mortem.  The  patient  will  die  vW*; 
the  physicians  are  still  consulting  tlie  clinical  chart.  Those  'who  are  in  th«'  1*011011-'.' 
business  know  from  disastrous  experience  the  actual  effect  to-day  of  this  comiH-titivL 
They  know  that  the  Hood  of  vegetable  oils  from  the  Orif'ut  is  the  dominaiiue  ia»'"' 
in  tlie  vegetable-oil  market. 

There  is  no  ])ractical  way  to  produce  cottonseetl  oil  in  this  <*ountry  in  romiN-iitv-L 
with  oriental  oils  exce]>t  belli lul  tariff  barriers.     Cottonseed  in  America  is  not  j**- 
duced,  nor  is  th(»  oil  ex])res8e(l  therefrom,  by  half-clotlied.  half-starved,  umaiiiun 
disease-ridden  labor,  requiring  a  handful  of  rice  as  a  daily  ration  and  liviiit:  un«l-: 
conditions  which  no  .American  would  regard  as  tolcrabb'. 

Unless  the  cottons«»e(l  wc^rc  practically  handled  without  charge  to  the  cru.slurs  l'\ 
the  producer,  the  oil  (*ould  not  in  Anwrica  l)c  )>ut  on  the  market  at  the  price  at  *hi'i' 
oriental  oils  may  ap])arcntly  ])c  ]>rofitably  d(*livcred  at  any  point  in  this  <M)unti> 

Nor  is  the  situation  protcctcKl  because  of  the  fact  that,  lor  r(»rtain  limited  ^»un»t ■? 
cottonseed  oil  is  better  adapted  than  Aiese  imported  oriental  oils.  Such  liinHcd  ]»';:• 
poses  require  a  quantity  of  oil  relatively  insignificant,  and  th<'refore  are  unini}H>rUiit 
factors  in  the  situation.     The  fact  is  that  al>out  75  to  SO  per  cent  of  the  crud** « otv-ii 
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d  oil,  after  being  refined,  is  used  in  making  lard  substitutes.  About  5  per  cent  is 
id.  in.  tAie  tnanufacture  of  oleomarpaiine,  while  approximately  half  of  the  remainder 
Eix:por%ed  and  the  balance  absorbed  by  soap  manufacturers  or  devoted  to  minor 
*s.  Heretofore  from  85  to  90  p^r  cent  of  the  total  of  fats  and  oils  used  in  making 
d  substitutes  was  cottonseed  oil,  approximately  1,000,000,000  pounds  a  year  having 
?ii  consiuned  in  this  way,  but  the  use  of  cottonseed  oil  iii  lard  substitutes  and  oleo- 
Li^arixie  is  to-day  largely  dispensed  with,  and  in  lieu  thereof  there  is  being  used  ihe 
anvit,  coconut,  and  soya  bean  oils  imported  into  this  country  from  the  Orient. 
^ese  tects  are  unquestionably  true  and  con  not  be  controverted. 
I  n  tile  face  of  these  conditions  the  cottonseed-oil  business  must  cease  in  the  absence 
a  tariff  differtotial,  because  successful  competition,  under  American  farming  and 
^nti factoring  conditions,  is  otherwise  impossible. 

A  serious  check  to  the  cottonseed-oil  industry  would  be  calamitous.  History  will 
cord  tJne  fact  that  a  vital  foctor  in  winning  tne  late  war  was  the  allied  control  of 
ilimited  fat  supplies.  The  large  contribution  of  the  American  cottonseed-oil  pro- 
iction  to  these  fat  supplies  is  well  Imown.  Mr.  Hoover  stated  that  the  result  of  the 
ar  ^woiild  turn  largely  upon  the  control  of  fats,  and  his  prediction  proved  to  be  accu- 
te  -  N^either  this  country  nor  the  world  can  afford  to  lose  the  fat  supply  which  comes 
om  tHe  cottonseed.  The  hi^h  protein  value  of  cottonseed  meal  makes  it  peculiarly 
iapted  to  the  feeding  of  dairy  stock  and  beef  cattle.  Cottonseed  meal  is  also  the 
rinoi|»al  source  of  fertilizer  ammoniates  produced  in  this  country.  Cottonseed  oil 
QterB  into  the  cooking  or  menu  of  practically  every  American  family.  The  yield, 
r  by-products,  of  the  cottonseed  may  be  roughly  divided  into  three  classes — ^linters, 
uIIb,  and  meat  kernels.  The  uses  to  which  linters  are  put  are  well  known.  Hulls 
re  used  for  stock  feeding,  for  fertilizers,  for  fuel,  and  for  fiber.  The  meat  kernels 
ip\d  food  supplies,  namely,  eottonseed  oil,  cottonseed  cake^  and  meal.  Flour  made 
rom  cottonseed  cake  is  food  suitable  for  hilman  consumption  and  actually  used  as 
uch.  There  is  one  mill  in  Texas,  the  entire  output  of  which  is  cottonseed  raeal  flour, 
ind  bread,  cake,  and  crackers  made  of  such  flour  . 

The  crude  oil  expressed  from  the  cottonseed  kernel  is  utilized  for  manifold  purposes. 
t  is  the  most  important  vegetable  oil  used  as  food.  The  average  annual  production 
>i  cottonseed  oil  from  1912  to  1919,  inclusive,  was  about  1,462,000,000  pounds.  It  was 
greater  than  the  combined  production  of  all  other  vegetable  oils.  It  was  almost 
?qual  to  the  farm,  small  shop,  and  factory  production  of  lard,  and  nearly  equal  to  the 
total  butter  production. 

There  is  no  basis  in  fact  for  the  argument  that  the  country  needs  such  large  quan- 
tities of  vegetable  oils  that  all  available  supplies,  whether  natively  produced  or 
imported,  can  profitably  be  absorbed  and  utihzed  without  destruction  of  the  Ameri- 
can industry.  Theorists  majr  argue  that,  if  there  be  an  active  demand  for  the  availa- 
ble supply,  economip  laws  will  keep  the  price  level  at  a  point  where  the  American 
industry  will  survive,  but  such  argument  is  theoretical  only,  and  rests  upon  a  disre- 
gard of  the  facts.  We  are  confronted  to-day  with  facts,  and  not  theories,  and  the 
outcome  of  the  present  life -and -death  struggle  of  the  cottonseed -oil  industry  will  be 
determined  by  ftie  facts,  and  not  upon  thoretical  conceptions,  based  upon  economic 
doctrines,  of  what  the  facts  ahoul^  be. 

The  cottonseed -oil  industry  is  essentially  a  seasonal  business.  The  seed  are  sold, 
and  must  be  sold,  during  a  limited  period.  Inasmuch  as  cottonseed  contains  a  high 
percentage  of  moisture,  the  seed  will  not  keep.  Therefore,  the  crushing  mills  are 
forced  to  accumulate  within  a  limited  period  the  raw  material  with  which  to  operate. 
When  they  have  purchased  from  the  producers  this  raw  material  at  prevailing  prices 
and  have  cnished  the  same  they  are  not,  under  present  conditions,  able  to  fix  a  price 
upon  the  oil  when  expressed  on  the  basis  of  the  cost  of  production,  plus  a  reasonable 
profit. 

The  interests  that  control  the  distribution  of  edible  fats  in  this  country  avail  them- 
selves of  the  opportunity  to  control  the  price  of  cottonseed  oil  througji  the  tremendous 
influx  of  oriental  oils.  With  the  prevailing  price  of  oriental  oils  as  a  lever,  they  can 
and  do  depress  the  price  of  crude  cottonseed  oil  until  they  acquire  such  quantities  as 
are  needed  to  carry  their  factories  through  the  dormant  period.  Thus  the  cheapening 
of  the  price  of  cottonseed  oil  does  not  extend  to  the  consumer.  He  reaps  no  benefit 
therefrom.  We  repeat  that  the  cottonseed -oil  business  is  essentially  a  seasonal  busi- 
iveae,  and  that  the  ruinous  competition  of  cheap  oriental  oils  will  tear  down  and  destroy 
the  entire  cottonseed-cruehing  business,  through  the  breaking  of  the  market  at  the 
seasonal  period,  when  the  crude  cottonseed  oil  must  seek  a  market. 

Thus  we  make  the  unqualified  statement  that  the  cottonseed -oil  market  is  now  con- 
trolled absolutely  by  prevailing  prices  on  coconut  oil,  soya-bean  oil,  and  oriental 
peanut  oil.    The  importance  of  the  above  statements  become  all  the  more  apparent 
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when  such  statemente  of  fact  are  considered  in  connection  with  the 
known  fact  that  the  miUs  producing  crude  oil  are  limited  in  the  sale  of  tb»  pn  «* . 
to  a  very  few  buyers.    Statistics  available  to  this  committee  will  show  that  t  i^c-r 
nimiber  of  concerns  control  the  edible  fat  situation  in  this  country. 

The  enormous  and  increasing  volume  of  imported  vegetable  oils  not  oalj  ^  ir 
tutes  a  serious  menace  to  the  cottonseed-oil  inaustrv,  but  indicates  what,  d  <Kr    « 
knowledge,  we  know  and  what  we  state  the  fact  to  \>e,  namely,  that  fcreien  ia%«^ 
are  actively  endeavoring  to  control  and  dominate  the  edible  oil  businen  d  A^-— 
In  order  to  accomplish  this,  these  foreign  interests  are  constructing  laree  trr— 
tanks  at  many  of  tne  American  ports.    We  are  informed,  and  so  state*  \hu  dbr-  . 
granted  special  inducements  in  the  shape  of  exceedingly  low  ocean  ntct  oc.  9    • 
dized  vessels  transporting  this  oil.    Furthermore,  they  are  maintaininr 
United  States  large  sales  organizations  for  distribution.    In  a  recent  / 
was  annoimced  that  one  foreign  corporation  had  acquired  an  important 
oil  indust^  and  had  thereupon  increased  its  capital  stock  to  SI 50,000.001* 
obvious  that  the  purpose  of  such  increased  capitalization  was  in  line  with  tir 
certed  movement  of  foreign  interests  to  take  over  and  control  the  edible  ml  i»i     - 
like  interests  in  this  country. 

If  the  argument  be  made  that  this  country  is  an  exporter  of  fota,  and,  th«7^. 
that  a  tariff  wall  should  not  be  placed  around  the  importation  of  any  fats,  for  ih^  r*«r 
that  we  actually  produce  more  than  we  can  utilize,  a  conclusive  answer  therei  •  i*  ~ 
the  exportation  of  vegetable  fats  is  negligible  compared  to  the  imports,  and  cLa 
country  actually  imports  vegetable  oils  m  a  quantity  almost  equal  to  th«  U<x.  "  • 
duction  of  cottonseed  oil.    The  figures  in  this  connection  are  set  forth  approur^ 
in  a  preceding  part  of  this  argument,  and  are  more  completely  shown  in  tahlav  aa: 
hereto.    It  is  obvious,  therefore,  that,  inasmuch  as  this  country  is  utilisinr  impi "  • 
oils  in  quantities  almost  equal  to  the  native  production,  the  effect  of  a  tariff  ««■:. :  * 
be  to  place  an  embaigo  on  the  importation  of  oriental  oils,  but  would  aimpiT  («- 
the  American  industry  and  give  both  the  producer  and  the  crasher  of  cfXtoop^  - 
chance  to  cofnpete  in  the  American  market,  protected  by  a  tariff  diffemitia.     .  • 
living  basis  and  on  a  basis  in  consonance  with  American  standards  of  farming  acri  ca- 
facturing.    The  imposition  of  duties  such  as  those  requested  and  nccmm^rM* 
herein  would,  we  confidently  assert,  yield  a  large  and  substantial  reveniv'  '    ' 
United  States. 

In  so  far  as  concerns  the  respective  amounts  of  the  various  duties  bcRbv  r-  - ' 
mended,  we  desire  to  say  that  such  respective  amounts  so  suggested  as  specilc  : .'  ^ 
on  the  various  oils  and  oil  products  listed  are,  in  our  opinion,  fairly  repra«£'>«- 
of  the  differences  in  the  proauction  costs  of  those  forei^  oils  and  of  our  kmMX%L 
tonseed  oil,  with  due  allowance  made  for  transportation  charges. 

CONCLUSION.  * 

No  attempt  has  been  made  in  this  argument  to  justify  the  basic  theor>'  of  1 " 
tective  tariff.    We  have  assumed  the  soundness  of  the  protective  principC* 
have  not  attempted  to  argue  the  venerable  economic  controversy  betwe^  pr  :• 
tionists  and  free-trade  advocates.    The  interests  in  whose  behalf  this  hnei  ^  *  - 
believe  in  protection  and  invoke  a  dutv  on  vegetable  oils  and  oil  product*  i  ^ 
purpose  of  preserving  an  American  industry  which  can  not  survive  with  </  •   * 
protection.    Conceding  the  soundness  and  advisability  of  a  protective  tan.^  ^ 
it  seems  to  us  that  no  argument  can  logically  be  advanced  wnich  would  in  toi  •  •' 
militate  against  the  contentions  which  we  make.    If  ever  an  industry  vitall}  zj^ 
protection  for  its  bare  existence,  it  is  the  cottonseed-oil  industrj'  in  its  nrw^t 
tremity.     Upon  the  issue  of  whether  these  oils  and  oil  products  are  to  be  iHaf>««5  •.'■ 
the  dutiable  list  depends  the  continued  existence  of  the  business  of  the  cn^i**'!^' 
crushers.    With  us  it  is  a  case  of  *'  To  be,  or  not  to  be. "    We  say,  with  a  frioc«cr  ^- 
in  the  literal  verity  of  the  statement,  that  the  cottonseed-oil  industry*  is  d**^:-: 
cottonseed  oil  must  be  sold  in  a  market  fixed  by  prices  prevailing  on  cocpoo*  ^  • 
bean,  and  similar  oils.    The  passing  of  this  business  would  withdraw  an  eo'r^  -* 
available  food  supply.     It  would  ruinously  affect  the  producer  of  eoctowr^i 
would  adversely  touch  the  American  producers  of  any  kind  of  vegetable  vii» 
would  handicap  the  great  dairj^ing  interests.     It  would  affect  adverseiy  th*  ■^*'' 
which  now  goes  into  tne  production  of  the  seed  and  of  the  oil. 

We  respectfully  ask  a  consideration  of  the  above  and  foregoing  by  this  cumou:>^-  * 
well  as  a  consideration  of  the  various  statistical  tables  heret«  appended.    W^  al^  ^'* 
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a  sliort  time  the  privilege  of  amplifying:  this  argument  and  the  statistical  informa- 
»ii  lirrziiBhed  herewith,  if  the  same  should  be  deemed  necesaary. 
All  of  'which  is  respectfully  submitted. 

Alabama  Cotton  Seed  Crushers'  Association. 
Arkansas  Cotton  Seed  Crushers'  Association. 
Cotton  Seed  Crushers'  Association  of  Georgia. 
Oklahoma  Cotton  Seed  Crushers'  Association. 
Texas  Cotton  Seed  Crushers'  Association. 
(And  other  interests,  as  more  particularly  set  out  in 
caption.) 
By  Henry  E.  Watkins, 

Chairman  Crude  Cotton  Seed  Oil  Tariff  Committee. 
Robert  S.  Parker,  of  Counsel. 

AddxesB  of  chairman  and  counsel,  Atlanta,  Ga. 

ADDENDA  TO  ABOVE   BRIEF. 

The  interests  filing  the  within  and  foregoing  brief  state  in  amplification  thereof  the 
>lloT«riiig: 

If  cotton  seed  are  to  be  acquired  by  the  crude-oil  mills  for  crushing,  the  farmer  must 
>e  paid  the  equivalent  of  the  fertilizer  value  of  the  seed,  plus  a^reasonable  amount  to 
aduce  liim  to  put  the  seed  on  the  market.  The  truth  of  this  statement  is  established 
>y  tbe  present  situation.  Cotton  seed  crushers  to-day  are  paying  to  the  farmer  a  price 
or  seed  which  renders  the  production  of  crude  oil  unprofitable,  and  yet  the  farmer 
egards  a  sale  at  such  price  as  unprofitable  to  him,  as  in  fact  it  is.  In  other  words,  the 
anner  is  actually  receiving  for  his  seed  less  than  his  production  cost.  The  conse- 
quence is  that  at  least  1,000, 000, tons  of  seed  which  would  other\\ise  be  available  for 
crushing  purposes  is  now  being  put  into  the  ground  for  fertilizer  purposes.  It  is 
manifest  that  this  means  an  enormous  economic  loss  to  the  country,  there  being  no 
fertilizer  value  in  the  oil  and  in  the  lint.  The  oil  and  lint  value  of  the  1919  crop 
amounted  to  in  excess  of  1200,000,000. 

An  adequate  price  must  be  paid  the  farmer  if  the  cotton  seed  is  to  be  put  into  food 
and  feed  products.  We  have  made  careful  and  painstaking  estimates,  and  we  state  it 
aa  a  fact  tnat  the  cotton  seed  crusher  can  not  acquire  seed  at  a  price  less  than  $30  per 
ton  and  continue  to  obtain  a  supply  for  crushing  purposes.  Upon  a  basis  of  $30  seed, 
competition  with  oriental  oils  is  out  of  the  question.  The  respective  specific  duties 
suggested  in  the  brief  represent  nothing  but  the  minimum  differential  which  will 
enable  us  to  continue  in  business,  paying  to  the  farmer  the  minimum  price  w^hich  will 
induce  him  to  part  with  his  seed. 

We  give  it  as  a  result  of  careful  calculation  that  cottonseed  oil  (crude)  must  be  sold 
to  the  refiner  at  a  minimum  price  of  10^  cents  in  order  that  the  crusher  may  make 
reasonable  profit  upon  a  ton  of  seed  acquired  on  the  basis  of  $30  per  ton.  The  present 
market  price  of  crude  cottonseed  oil  is  5J  cents  per  pound  f.  o.  b.  producing  point.  It 
will  be  seen,  therefore,  that  the  duties  asked  represent  the  exact  amount  oi  protection 
which  must  be  furnished  in  order  to  enable  the  crushers  to  remain  in  business.  We 
might  add  that  the  price  being  paid  for  cottonseed  by  the  crushers  to  the  farmer  is 
around  $22  per  ton.  We  regard  it  as  only  natural  that  the  farmer  prefers  to  use  his 
seed  for  fertilizer  rather  than  to  sell  at  this  price.  But  even  at  this  price  the  cotton 
seed  crushers  are  losing  heavily  every  day,  and  are  fared  with  a  constantly  declining 
market. 

The  direct  cause  of  this  declining  market  is  the  fact  that  soya-bean  oil  may  be  pur- 
chased at  the  Pacific  coast  for  4}  cents  per  pound,  and  soya-bean  oil  is  the  leading 
competitor  with  cottonseed  oil. 


Exhibit  A. 

Domestic  production  vegetable  oils^  season  Aug,  1  to  July  31,  inclusive,  except  last  cohimn, 

[Thousands  of  pounds.] 


1911-12 

1912-13 

1913-14 

1914-15 

1915-16 

Cottonseed 

1,360,875 
454 

1,253,625 

1,304,250 
1,006 

1,654,375 

1,155,000 
28,534 

Peanut 

Total 

1,361,329 

1,253,625 

1,305,256 

1,554,375 

1,183,534 
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-Domeitic  production  vegetablt  oils,  siason  Aug.  1  to  July  Sl^  t 

column — Continued . 


1916-17 

1917-18 

1918-19 

1919-aD 

toV-   • 

Cottonsded 

1,187,981 
50,287 

1,188,213 
95,034 

1,158,854 
87,216 

902,009 

1 



9to 

Peanut 

Total 

1,238,248 

1,283,247 

1,246,080 

902,  OOO 

^ 

NoT£.— D  omestic  production  of  coconut  oil  has  been  included  In  imports  an  basis  of  00  pw  cr  * 
imported.     Limited  quantities  domestic  soya  oil  produced,  hut  statistics  not  avaUaNe. 

Exhibit  B. 

Export  of  vegetable  oiU,  compound  lard  (lard  $ub8tituteSy  etc.),  season  Au^.  I  u*  J-' 

inchmve^  except  last  column, 

[Thousands  of  pounds.] 


Oils  (pounds). 

1911-12 

1912-13 

191»-14 

1914-15 

ra- 

Cottonseed  

394,401 

313,341 

191,019 
18,9S5 

VS,t7S 

17,019 

il 

Corn 

Total  exnort  veeetable  oils 

394,401 

313,241 

309,974 

»i.l»- 

n 

Lard  compoiuid 

63,635 

65,854 

60,130 
2,497 

60,712 
5.  SB 

« 

Oleomargarine 

Total  compound,  etc 

6^^,635 

65,864 

08, 0» 

7S,IM 

J 

Grand  total  export  vegetable  fats 

458,036 

379,096 

272,607 

<n,« 

^ 

la    • 


«■  . 


Oils  (pounds). 


Cottonseed . 
Coconut . . . 

Peanut 

Soya-bean . 
Com 


Total  export  vegetable  oils. 


Lard  compound 
Oleomareariuc.. 
Coconut  butter - 


Total  compound,  etc 

Grand  total  export  vegetable  fats. 


1916-17 


luV,  o4V 


8,481 


168,330 


55,072 
5,639 


61,711 


230,041 


1917-18 


109,437 


1,4S3 


110, 


31,114 
6,414 


37,528 


148,417 


1918-19 


1019-9 


•h 


174,268  I 
21  I 
547 
5,067 
1,819 


150,01 


181,723 


133,069 
18,971 

1,585 


4,101 
63,446 

12. 2n 


353, 016 


00^  4M 

9,097 


152, 835 

334,  M8 


00.987 


•• 


422,073 


Exhibit  C. 

Importation  of  vegetable  oils,  season  from  Aug.  1  to  July  Aty  inclutiw  tfork  «»/«*■ 

period  taken/or  purpose  of  uniformity  with  Census  Bureau  report  on  dom^Mtie  pr»h- 

of  cotton  oil). 

[Thousands  of  pounds.] 


CocoiiUt  oil 

Coconut  oil  (produced  from  imported  copra) 

Total  coconut  oil 

Total  peanut  oil 

Total  Cliinese-nut  oil 

Total  olive  oil  (edible) 

Total  olive  oil  (fit  for  manufacturers'  pur- 
poses only) * 

Total  palm  oil 

Total  palm  kernel 

Total  soya  bean.s 

Total  cottonseed  oil 

Total  importation 


1911-12 

1912-13 

* 

191^14     1 

I 

1914-15 

•9. 

46,735 
40,492 

54,009 
16,823 

26,985 

01, 0» 
00. 5U 

87,228 

6,619 

37, lis 

37,777 

70,922 

9,989 

46,673 

38,778 

101,002  ' 
9,078  1 
35,020  1 
47,207 

122,123 
0.S7S 

51.001 

m. 

■ 

4,911 

47,346 

26,547 

26,515 

1,969 

275,933 

4,417 

51,073 
23,406 
12,218 
44,640 
262,122 

6,183 
59, 145  i 
34,968 
15,572 
18,227 
326.407 

4.901 

31.SM 
3.*C 

19,  «N 
11,930 

»K9t 

< 

.  *    ■  - 

* 
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nport^ion  o/vegeittUeoiU,  season  from  Aug.  1  to  July  Sly  inclusive  (each  column  this 
period  taken  for  purpose  of  unifonnity  with  Census  Bureau  report  on  domestic  pro- 
ctucticn  of  cotton  oil) — Continued. 


:K90u.^i.t.  oU 

^won  ut  oU  (produced  from  imported  copra) 

"Fotal  coconut  ail 

\>XqX  peanut  oil 

otal  Cliliieee-nut  oil 

otal  olite  oU  (edible) 

oUfcl  oliTe  oil  (fit  for  manufacturers'  pur- 
poses only) , 

'otAl  palm  Qil 

*otal  palm  kernel 

*otal  9oya  beans 

rotal  cottonseed  oil 

rotal  ixnportatlon 


1916-17 


90,399 
161,481 


251,821 
25,8S4 
49,827 
59,024 

5,276 

44,109 

1,699 

169,206 

12,360 

619,207 


1917-18 


260,  OnO 
288,552 


548,602 
63,383 
38.438 
11,118 

302 
18,921 

327,551 

16,967 

1,023,321 


1918-19 


370,398 
176,384 


546,783 

110,804 

44,662 

40,076 

l,09o 

32,687 

1,929 

245,691 

19, 170 

1,042.901 


1919-20 


252,978 
126,774 


379,753 

137,493 

82,165 

45,182 

1,418 

41,862 

604 

184.358 

22,789 

895,628 


1920 

Aug.  1  to 

Nov.  30. 


44,706 
53,392 


98,008 
12,853 
20,558 
12, '.m 

78 

10,88.3 

987 

18,288 

175 

174, 167 


Exhibit  D. 

Vrfjdtiction^   importation,  exports,  and  consumption  of  vegetable  oils,  compound  lard 

{lard  substitutes),  etc, 

[Thousands  of  pounds  .1 


1911-12 

1912-13 

1913-14 

1914-15 

1915-16 

Production  vegetable  olLs  (Exhibit  A) 

I  mportation  vegetable  oil  (Exhibit  C) 

1,361,329 
275,933 

1,253,625 
262,122 

1,305,256 
326,407 

1,554,375 
288,206 

1,183,534 

422,847 

Total  production  and  importation 
v^etable  oils 

1,637,262 
458,036 

1,515,747 
379,095 

1,631,663 
272,  (J07 

1,M2,58I 

431,562 

1,666,381 

Derluct  export  (Exhibit  B) 

315, 161 

Douiestic  consumption  vegetable  oil 

1,179,226 

1,136,652 

1,350,056 

.  1,411,019 

1,291,220 

1916-17 

1917-18 

1918-19 

1919-20 

1920,  Aug.  1 
to  Nov.  30. 

Production  vegetable  oils  (Exhibit  A ) 

Impartatiofn  vegetaUe  oil  (Exhibit  C) 

1,23S,24X 
619,207 

1,2S3.247 
1,023,  :ai 

1,246,081 
1,042,901 

992,009 
M95,r>28 

266,6.>4 
174, 167 

Total  production  and  importation 
W           vegetable  oils 

1,857,456 

2,306,569 

148,417 

2,288,982 
334,348 

1,887,637 
422,973 

440, 821 

Deduct  export  (Exhibit  B) 

230,041 

58,371 

Domestic  consumption  vegetable  oil 

1,627,415 

2, 158, 151 

1,954,634 

1,464,663 

382, 45t 

Note. — Since  domestic  consumption  of  vegetable  oils  greatly  exceeds  dcmeslic  i>roduotion.  duties  sug- 
gested ^ill  yield  larger  revenue  and  wo\ild  not  result  in  embargo  of  impcrtaticn. 

Exhibit  E. 

Acreage  of  cotton,  production,  crush,  and  value  of  cotton  seed. 

{In  thousands.) 


1912.... 

m3.... 

1914.... 
iiHo.,.. 
1916..., 
1917.... 
1W^.... 

iyi9.... 


Oil. 

Cotton. 

Seed 

product . 

Seed 
crushed. 

Total 
value. 

Quantity. 

Value. 

Acres. 

OttllQnn. 

:w,766 

6,104 

4,579 

$132,230 

185,730 

$69,100 

37,458 

0,30) 

4,847 

159,670 

193,330 

81,020 

37,406 

7,l*sf. 

5,779 

152,  S80 

229,260 

80,540 

32, 107 

4,992 

4,202 

180,260 

167, 110 

87.940 

.36,052 

5,113 

4,479 

3s7, 192 

187,688 

153,419 

34,925 

5,040 

4,251 

360,7:i6 

174,996 

217,902 

37,207 

5,  :i60 

4,478 

383,580 

176,711 

227,316 

33,960 

5,074 

4,012 

352, 138 

161, 529 

209,668 
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Acreage  of  cotton,  production^  cntshy  and  vcdue  of  cotton 


1912. 
1913. 
1914. 
1915. 
1916. 
1917. 
1918. 
1919. 


Total. 


Cake  and  meal. 


Quantity. 


Tons. 
1,999 
2,220 
2,648 
1,923 
2,225 
2,068 
2,170 
1,817 


Value. 


$45,970 
59,810 
57,740 
53,860 
74,586 
97.352 
116, 119 
119,039 


Hulls. 


Quantity. 


Tofu, 
1,540 
1,400 
1,677 
1,220 
969 
996 
1,187 
1,143 


Value. 


19,710 
11,210 

8,450 
12,340 
13,594 
18,878 
17,917 
11,095 


lint 


Qoantfty.,   V 


583 


S3D  \ 
U373 

i.om 

8W 

&H4 


17,49 
7,0 

4S.Ifl 


•• 


ix: 


The  Chairman.  Mr.  Carl  F.  Speh  will  appear  before  the  ("re- 
mittee to  take  the  place  of  Mr.  Buckner  Shipley,  who  is  nniTi  .■•- 
ably  absent. 

TESTIMONY  OF  MR.  GAEL  F.  SPEH,  HEW  O&LEAVS,  LA..  IE?- 
RESENTING  THE  TURPENTINE  AND  ROSIN  PEODVCEIS 
ASSOCIATION. 

The  Chairman.  Will  you  please  state  your  full  name  to  the  r.^::- 
mittee  ? 

Mr.  Speh.  My  name  is  Carl  F.  Speh. 

The  Chairman.  Do  you  reside  in  New  Orleans  ? 

Mr.  Speh.  Yes,  sir. 

The  Chairman.  What  is  your  business  ? 

Mr.   Speh.  Secretary  of   the  Turpentine   and   Rosin   Prodnr^n 
Association. 

The  Chairman.  Located  where? 

Mr.  Speh.  New  Orleans. 

The  Chairman.  How  large  is  the  membership  of  the  associatK^s 

Mr.  Speh.  We  represent  practically  45  per  cent  of  the  producnic 

The  Chairman.  You  address  yourself  to  paragraph  1672* 

Mr.  Speh.  Yes,  sir;  naval  stores. 

The  Chairman.  Naval  stores  ? 

Mr.  Speh.  Yes,  sir. 

The  Chairman.  Will  you  proceed  briefly  to  state  your  Tie%> 
State  to  the  committee  mrst  what  you  want. 

Mr.  Speh.  First,  with  your  permission,  I  would  like  to  slat*  «**' 
is  meant  by  "naval  stores.'' 

The  Chairman.  The  committee  knows  that.     Wha.t  dc»  you  w»r  • 

Mr.  Speh.  Twenty-five  per  cent  ad  valorem. 

The  Chairman.  What  oo  you  get  in  the  Fordney  bill  ? 

Mr.  Speh.  Free  list. 

Senator  McLean.  When  yon  gentlemen  from  the  Sk)uth  get  pw«* 
you  go  at  a  pretty  fair  rate  in  this  tariff  matter. 

Senator  Simmons.  It  looks  that  way  from  hearing  the  witne*^ 

Senator  McLean.  I  think  it  is  very  reassuring. 

Mr.  Speh.  It  may  be  because  the  South  has  been  held  back  so  !•*• 

The  Chairman.  They  are  making  up  for  lost  time. 
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Son-ator  Simmons.  We  are  not  hearing  from  the  consumers,  either 
rxx  trlie  Southj  the  North,  or  the  West;  we  are  simply  hearing  from 
5  producer. 

Trie  Chairman.  They  will  receive  a  cordial  reception  if  they  desire 
come  here. 

Senator  Simmons.  There  are  too  many  of  them. 
The  Chairman.  You  may  proceed,  Mr.  Speh.     Explain  why  you 
sire   that  duty. 

Air.    Speh.  The  industry  finds  itself  in  a  position  now  where  it 
>solvitely  needs  that  protection  to  protect  itself  not  only  against 
trial  imports,  but  potential  imports  from  France. 
Ttie  Chairman.  Tnere  will  be  no  need  for  naral  stores  after  Novem- 
?r  11. 

Mr.  Speh.  Why  is  that,  sir  ? 

The  Chairman.  On  account  of  the  arrival  of  the  millenium. 
Mr.  Speh.  I  take  it  you  mean  the  people  will  not  use  soap  or 
nytliihg  like  that  after  that  time. 
The  (Jhairman.  Go  on. 

Senator  Watson.  Tell  us  what  the  home  production  is. 
Senator  Simmons.  The  chairman  evidently  thinks  rosin  is  used  in 
ne  manufacture  of  munitions  of  war. 
The  Chairman.  It  is  a  naval  store. 
Senator  Watson.  Tell  us  those  facts. 

Mr.  Speh.  The  production  of  naval  stores  from  1909  to  1914  aver- 
.j^ed  620,000  barrels  of  spirits  and  about  one  and  three-fourths  mil- 
ion  round  barrels  of  rosin,  500  pounds  gross  weight.  We  produced 
>ef  ore  the  war  85  per  cent  of  the  total  world's  production.  To-day 
viih  increased  cost,  it  would  be  approximately  62.  The  remainiug 
J8  per  cent  is  produced  by  France,  followed  closely  by  India,  Spain, 
jrreece,  Portugal,  Mexico,  E^pt,  and  Japan.  France  is  very  rapidly 
increasing  her  production.  Her  crop  this  year  will  probably  be  very 
:;lose  to  250,000  casks  of  spirits,  which  would  be  40  per  cent. 

Senator  Simmons.  Of  what  is  that  stuff  made?  I  know,  but  I 
think  the  committee  ought  to  know. 

Mr.  Speh.  That  is  the  reason  I  started  to  take  the  liberty  of  telling 
the  committee.  It  is  a  distillation  product  of  the  crude  gum  exuding 
from  the  long-leaf  yellow  pine,  a  steam  distillation,  with  the  rosin 
taken  out  and  separated  in  barrels. 

Senator  Simmons.  I  was  not  aware  that  France  produced  that 
sort  of  pine. 

Mr.  Speh.  Yes,  sir. 

Senator  Simmons.  The  long-leaf  pine  t 

Mr.  Speh.  What  they  call  the  "maritime  pine." 

Senator  Smoot.  Less  than  1  per  cent  of  the  turpentine  used  in 
the  United  States  is  imported. 

Senator  Calder.  Of  what  year  ? 

Senator  Smoot.  Any  year  that  I  can  remember. 

The  Chairman.  All  tne  imports  are  less  than  1  per  cent  ? 

Mr.  Speh.  We  are  primarily  interested  in  rosin. 

Senator  Simmons.  L  did  not  see  any  pine  over  there.  I  have 
seen  the  pines  we  get  turpentine  and  rosin  from  in  this  country, 
but  I  did  not  see  any  pine  like  that  or  any  pine  approximately  like 
that  over  there. 
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Mr.  Speh.  There  are  millions  of  acres  down  in   the  soaun^ 
comer,  in  the  Landes  r^on,  where  they  were  ]>lanted  to  prou-* 
their  vineyards  from  the  sand  dimes. 

Senator  Simmons.  YHien  were  they  planted  ? 

Mr.  Speh.  Probably  125  years  ago. 

Senator  Simmons.  Well^  you  know  more  about  it  than  I  do. 

The  Chairman.  In  view  of  this  n^ligiUe  percentage  of  imptr.^ 
how  can  you  reasonably  ask  for  such  a  duty  ? 

Mr.  Speh.  We  are  primarily  worried  about  the  rosin,  not  »:• 
turpentine. 

The  Chairman.  Then  you  are  asking  protection  aeainst  a  wr* 

Mr.  Speh.  That  is  what  all  of  us  are  asking  for,  I  DcUere. 

Senator  Smoot.  Sixty  per  cent  of  the  products  of  the  United  Su?^ 
are  exported.. 

Senator  Simmons.  Is  that  correct  ? 

Mr.  Speh.  Yes,  sir;  normally. 

Senator  Simmons..  Is  it  correct  that  60  per  cent  is  exported  mdc 
per  cent  imported  ? 

Mr.  Speh.  In  connection  with  turpentine^  I  believe  it  is  cnfT»< 
not  in  connection  with  rosin. 

Senator  Simmons.  What  is  the  difference  between  rosin  and  tur- 
pentine ? 

Mr.  Speh.  The  tinpentine  is  spirits  of  turpentine,  and  is 
largely  for  medicinal  purposes,  while  rosin  is  a  solid  matmal 
comes  from  the  crude  gum  after  removing  the  turpentine.    Tbey  ar^ 
both  made  together. 

The  Chairman.  What  did  you  say  about  turpentine  i 

Mr.  Speh.  It  is  a  volatile  oil  that  comes  from  the  crude  gum. 

The  Chairman.  You  are  more  worried  about  the  turpentine  ifc^'- 
the  rosin  ? 

Mr.  Speh.  We  are  worried  about  the  rosin. 

The  Chairman.  Not  so  much  about  the  turpentine  ? 

Mr.  Speh.  No,  sir. 

Senator  Simmons.  The  amount  of  rosin  produced  depends  upon  r " 
amount  of  turpentine  you  distill  ? 

Mr.  Speh.  The  rosin  is  produced  along  with  the  turpentine. 

Senator  Simmons.  The  rosin  is  produced  along  with  the  turpentiB^* 

Mr.  Speh.  Yes,  sir. 

Senator  Simmons.  If  you  produce  60  per  cent  of  the  turpentine  j*^- 
are  likely  producing  60  per  cent  of  the  rosin  ? 

Mr.  Speh.  Of  the  world;  yes,  sir. 

Senator  Simmons.  Where  we  are  importing  only  1  per  cent  <rf  tt* 
turpentine  we  will  not  import  more  than  1  per  cent  cif  the  roan  ^ 

Mr.  Speh.  There  is  a  difference  in  the  importationfi.  Hie  ib- 
portations  for  the  first  six  months  of  this  year  have  been  in  -V 
neighborhood  of  20,000  round  barrels  of  roain.    ^ 

Senator  Simmons.  Have  you  exported  as  much  rosin  as  voa  iuv' 
turpentine? 

Mr.  Speh.  Do  you  mean  in  barrels  I 

Senator  Simmons.  I  mean  in  an  equal  quantity  or  piopoctioa 

Senator  Smoot.  The  percentage  of  production  I 

Senator  Simmons.  The  percenta^  of  production. 

Mr.  Speh.  Our  exports  fast  year  were  about  508,000  round  batm 
of  rosin. 
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Senator  Calder.  What  were  your  exports  the  first  six  months  of 
is  yea,r1 

Mr.  Si»EH.  I  don't  know.     They  are  not  available  to  me  at  all. 
Senator  Calder.  Were  they  as  great  as  last  year  ? 
Mr.  S^EH.  I  beUeve  they  are  sU^tly  less. 

Senator  Calder.  You  imported  22,000  barrels  and  exported 
0,000? 

Mr.  S:pbh.  Approximately;  yes,  sir.  The  small  imports  have  con- 
>lled  the  price  at  our  Savannah  market,  which  makes  the  price  for 
e  world.  Therefore,  the  importing  of  a  small  number  of  barrels 
U  seriously  influence  the  Savannah  market,  and  sets  the  price 
>road. 

The  Chairman.  You  want  25  per  cent? 
Mr.  Speh.  Ye.s,  sir. 

The  Chairman.  The  duty  is  now  10  per  cent? 
Mr.  Speh.  We  are  not  in  the  emergency  tariff.     Under  the  Under- 
ood  bill  it  is  not  specified. 

The  Chairman.  The  Treasury  decision  imposed  a  10  per  c^nt  duty  ? 
Mr.  Speh.  Yes,  sir. 

The  Chairman.  Do  you  happen  to  know  what  the  imports  were 
nder  that  duty? 
Mr.  Speh.  Tne  last  figures  I  have  were  about  11,000  barrels. 
The    Chairman.  Fifty-four   thousand   pounds,    of   the   value   of 
2.840. 
Senator  Calder.  For  what  period  ? 

The  C^airala^n.  For  1918.     That  is  less  than  $3,000  of  imports. 
Mr.  Speh.  The  conditions  were  different  at  that  time  than  they 
re  now. 

The  Chairman.  We  have  to  keep  up  pretty  rapidly  with  the  con- 
iitions. 

Mr.  Speh.  Our  percentage  of  exports  of  the  product  are  undoubt- 
edly decreasing. 

The  Chairman.  Do  you  know  what  the  imports  were  for  the  year 
1920? 
Mr.  Speh.  No,  sir. 

The  Chairman.  One  hundred  and  forty-one  thousand  six  hundred 
and  thirty-five  pounds,  valued  at  $7,204. 

Mr.  Hutchinson.  The  imports  for  the  first  six  months  after  were 
considerably  more  than  that. 

The  Chairman.  What  were  they  for  the  first  six  months  of  this 
vear  ? 

Mr.  Hutchinson.  Twenty  thousand  barrels. 

Senator  Simmons.  What  is  the  value  per  barrel  ? 

Mr.  Hutchinson.  The  average  market  quotation  on  rosin  is  about 
$4  for  280  pounds,  or  a  little  over  $6  a  barrel. 

Senator  Simmons.  That  would  be  how  much  for  20,000  barrels  ? 

Mr.  Hutchinson.  $120,000. 

Sena«tor  Suthbrland«  How  much  was  exported  during  that  time  ? 

Mr.  Hutchinson.  I  have  no  figures;  but  assuming  like  proportions 
otlast  year,  probably  250,000  barrels. 

Senator  McIiiBAN.  Do  you  have  domestic  competition  in  the  pro- 
duction of  rosin  ? 

Mr.  Hutchinson.  Yes,  sir. 

Senator  McLean.  It  is  pretty  sharp,  is  it  not  ? 
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Mr.  Hutchinson.  There  are  about  1,400  producers. 

Senator  McLean.  And  your  price  per  pound  would  be  •  1 
over  2  cents  ? 

Mr.  Hutchinson.  The  average  probably  would  be  about  1§  <>• 
per  pound.     It  varies  according  to  the  grade. 

Senator  McLean.  How  much  does  it  cost  to  produce  it  i 

Mr.  Hutchinson.  We  are  in  the  same  position  as  the  farmer.    V» 
bave  so  many  small  producers  it  is  hard  to  arrive  at  a  definite  '■ 
figure,  but  I  believe  a  fair  average  would  be  about  $55  a  unit.  ■ 
barrel  of  turpentine  with  the  accompanying  rosin. 

Senator  McLean.  The  margin  of  profit  is  pretty  small? 

Mr.  Hutchinson.  There  is  none  under  present  conditions. 

Senator  McLean.  You  have  not  made  much  money  in  lat^  jr^r^ 

Mr.  Hutchinson.  They  are  losing  money  this  year. 

Senator  McLean.  And  any  imports  of  any  consequence  natun- 
Affect  you  in  prices  ? 

Mr.  Hutchinson.  Yes,  sir. 

Senator  McLean.  It  makes  the  buyers'  market. 

Mr.  Hutchinson.  We  have  only  one  market,  and  the  importau 
of   1,000  barrels  is  immediately  reflected  on  that  mai^t.    T* 
market  sets  the  price  not  only  for  this  country,  but  for  the  world.  ■■- 
it  causes  the  domestic  stocks  to  pile  up  that  much  more. 

Senator  McLean.  And  you  are  producing  some  at  a  loss  at  ti  < 
time? 

Mr.  Hutchinson.  I  am  told  by  the  majority  of  the  producei^  ':- 
they  are  operating  at  a  loss. 

Senator  Sutherland.  How  much  rosin  do  you  produce  in  •^ 
barrel  of  turpentine? 

Mr.  Hutchinson.  From  each  barrel  of  50  gallons  we  pnJi 
three  and  one-third  round  barrels  of  rosin,  or  500  pounds. 

The  Chaibman.  Is  that  all  you  have  to  state  to  the  committer 

Mr.  Hutchinson.  Yes;  witn  this  exception:  Interested  along  v^' 
this  is  the  development  of  the  wood  turpentine  industry*  *^*»' 
turpentine,  and  wood  rosin,  and  some  distilled  products,  ^\ 
creosote.  To  increase  that  industry  would  mean  the  clearing  ■ 
millions  of  acres  of  land  in  the  South  and  along  with  it  the  incrfft^* 
values  and  benefits  resulting  from  that. 

The  Chairman.  Are  you  through? 

Mr.  Hutchinson.  Yes,  sir. 

The  Chairman.  The  committee  will  stand  adjourned  until  U' 
past  2  o'clock  this  afternoon,  when  the  hearings  on  the  chemi^- 
schedules  will  be  proceeded  with  and,  I  hope,  concluded. 

(Thereupon,  at  12  o'clock  noon,  the  committee  adjourned  us: 
2.30  o'clock  p.  m.  of  the  same  day.) 

AFTER  RECB88. 

The  committee  reassembled  at  the  expiration  of  the  reeesB,  Hf' 
Porter  J.  McCiunber  presiding. 

Senator  McCumber.  The  committee  will  come  to  order.  Mr 
John  S.  Bleeker  is  the  next  witness.  Is  Mr.  Bleeker  preoent  f  .^ 
response.]    Mr.  A.  M.  Loomis  is  the  next  witness. 


V 
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STAXEMEH T  OF  A.  M.  lOOMIS,  BEPBESENTING  THE  NATIONAL 

DAIB7  TTNION,  WASHINGTON,  D.  C. 

Senator  McCxjmber.  Give  your  name  and  business  for  the  record. 
Mir.  LooMis.  A.  M.  Lbomis;  secretary  of  the  National  Dairy  Union, 
630    Louisiana  Avenue,  Washington,  D.  C. 

Senator  McCumber.  You  speak  on  what  paragraph  of  the  bill  ? 
IVlr.  LooMis.  Paragraph  50,  in  particular,  and  on  paragraph  1620 
of  tlie  free  list  which  we  hope  to  have  very  largely  changed  over 
and  added  to  paragraph  50,  with  the  rate  of  duty  revised  according 
to  the  request  that  we  are  making  here  to-day.  The  free  list  now 
includes  copra,  which  we  are  asking  to  have  changed. 
Senator  McCumber.  Proceed. 

Mr.  LooMis.  I  am  here  as  secretary  of  the  National  Dairy  Union, 
and  wish  to  present  the  request  of  this  and  many  other  dairy  organiza- 
tions for  a  change  in  paragraph  50  of  the  bill  before  you,  dealing  with 
vegetable  oils.  I  wisn  also  to  discuss  paragraph  1620  of  the  free  list. 
This  paragraph  puts  copra,  the  substance  from  which  coconut  oil  is 
taade,  on  the  free  list.  I  am  sure  that  eitl\er  now  or  at  some  future 
time  this  conmiittee  will  remedy  this  very  evident  mistake. 

My  statement  will  be  brief.  I  want  to  state  our  case,  first,  then 
read  a  few  telegrams  showing  the  very  large  and  widely  distributed 
member  of  big  organizations  of  dairy  men  wich  unite  in  this  request, 
and  then  to  me  a  brief.  Five  or  ten  minutes  will  be  sufficient,  i  am 
sure,  imless  you  gentlemen  may  wish  to  ask  questions. 
Senator  Smoot.  What  do  you  want  on  copra  ? 
Mr.  LooMis.  Not  less  than  one-half  of  wnatever  rate  is  fixed  on 
coconut  and  vegetable  oils. 

Senator  Smoot.  If  it  is  2  cents  a  pound,  you  want  1  cent  ? 
Mr.  LooMis.  We  are  asking  10  cents  a  pound  on  this  group  of 
edible  vegetable  oils. 

Senator  Smoot.  Ten  cents  a  pound  ? 

Mr.  LooMTS.  Yes,  sir.  I  want  to  explain  that  in  iust  one  par- 
ticular. Transmitting  to  this  committee  the  action  of  the  conference 
of  dairy  organizations*  held  in  Buffalo,  N.  Y.,  on  Julv  8  and  9,  we 
ask  for  a  tariff  on  the  edible  vegetable  oils  equal  to  tnat  which  this 
conmiittee  decides  to  put  on  butter,  but  are  perfectly  willing  to 
aCTee  to  a  drawback  to  the  amoimt  of  whatever  is  deemed  wise  for 
those  edible  vegetable  oils  which  may  be  denatured  or  which  ,can 
be  shown  to  the  satisfaction  of  the  administering  officials  that  they 
are  not  used  for  foods.  Therefore  we  hope  to  take  care  of  the  neces- 
sities on  a  fairly  equitable  basis  of  these  other  industries. 

Senator  Smoot.  So  I  xmderstand  now  that  you  want  10  cents  a 
pound  on  all  edible  vegetable  oils,  with  a  drawback  if  those  oils  are 
used  in  the  manufacture  of  soap,  or  denatured  in  any  way  ? 
Mr.  LooMis.  Yes,  sir;  that  is  the  gist  of  the  situation. 
Senator  McCumber.  Or  if  they  are  used  in  the  manufacture  of 
anything  but  edible  products  ? 
Mr.  Ix>OMis.  Anytning  but  edible  products. 

We  respectfully  ask  you  to  put  a  duty  on  coconut  oU,  cottonseed 
oil,  soya  oean  oil,  and  peanut  oil  of  10  cents  a  poimd,  to  take  copra 

off  the  free  list,  and  put  a  duty  of  not  less  than  5  cents  a  pound 

Senator  Watson.  Why  ? 
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Mr.  LooMis.  These  oils  are  used 


Senator  Watson.  I  know;  but  with  reference  to  copra. 

Mr.  LooMis.  Copra,  because  it  is  expressed  into  oil  in  this  countrr. 
furnishing  approximately  50  per  cent  of  its  weight  in  oil. 

Senator  Watson.  It  competes  with  the  American  product  ? 

Senator  Sutherland.  It  competes  with  oleomargarine,  does  it  not  i 

Mr.  LooMis.  If  you  will  permit  me  I  will  get  to  that  very  shortly,  i 

Senator  Watson.  AU  rignt. 

Mr.  LooMis.  These  oils  are  used  to  make  imitation  butter,  imita- 
tion milk,  and  imitation  lard.  They  are  used  for  some  other  pur- 
poses. We  are  perfectly  willing  to  permit  a  drawback  of  7  or  8  cents 
a  pound  for  all  duty  paid  imports  which  are  denatured  and  not 
used  in  the  manufacture  of  food  products  in  competition  with  thf 
very  best  products  of  our  farms. 

These  imports  have  reached  very  large  proportions.  The  importa- 
tion of  coconut  oil  has  increased  four  or  nve  nundred  per  cent  in  Uie 
last  five  years.  Two  hundred  and  eighteen  million  pounds  came  in 
in  1920,  and  ^15,000,000  more  pounds  of  copra. 

The  increase  in  imports  of  soya  bean  and  peanut  oil  is  even  greater, 
amounting  to  between  two  ana  three  thousand  per  cent  in  the  same 
period.     The  totals  are  of  course  much  smaller. 

These  oils  are  produced  in  tropical  countries  with  native  labor, 
probably  earning  but  a  few  cents  a  day.  Arriving  here  so  nearly 
duty  free  that  it  is  a  negligible  item,  these  cheap  oils  were  made  l»t 
year  into  more  than  370,000,000  pounds  of  imitation  butter  in 
competition  with  our  product,  nearlv  100,000,000  pounds  of  imitation 
condensed  milk  and  a  thousand  million  pounds  oi  imitation  lard. 

I  perhaps  ought  to  emphasize  those  figures  again.  Three  hundred 
and  seventy  million  pounds  of  imitation  butter  went  into  the  American 
market  in  competition  with  the  product  of  the  American  dairymen. 

Senator  Watson.  What  is  that  made  from? 

Mr.  LooMis.  At  the  present  time  very  largely  from  coconut  oil. 

Senator  Watson.  How  many  million  pounds  of  coconut  oil  come 
into  the  country  ? 

Senator  Sutheri^vnd.  Do  they  use  cottonseed  oil  for  that  purpose! 

Mr.  Loo>ns.  Just  a  moment,  please.  The  imports  of  coconut  oil 
for  the  last  years  for  which  the  figures  are  available — no;  I  do  not 
find  it.  I  had  not  expected  to  refer  to  these  figures  and  I  am  not 
especially  prepared  with  them. 

Senator  Smoot.  I  can  tell  you  in  a  minute. 

Mr.  LooMis.  I  now  have  it.  The  imports  of  coconut  oil  were 
356,000,000  pounds  in  191S— omitting  the  last  six  figures;  in  1910. 
281,000,000  pounds,  and  in  1920,  215,000,000  pounds.  With  a 
product  of  370,000,000  pounds  of  imitation  butter  it  is  evident  thai 
coconut  oil  did  not  take  care  of  all  of  it. 

Senator  Watsox.  That  is  what  I  was  trying  to  find  out.  Wiai 
else  do  they  put  into  it? 

Mr.  IjOOMIS.  Soya-bean  oil,  cottonseed  oil,  oleo  oil,  an'l  various 
American  products. 

Senator  Smoot.  A  great  deal  of  tlu;  coconut  oil  is  used  in  soap 
making,  is  it  not  ? 

Mr.  LooMis.  I  can  not  answer  that  question ;  I  do  not  know. 

Senator  Smoot.  I  am  quite  sure  it  is. 


TABIFF CHEMICAL  SCHEDULE.  1157 

Mr.  LooMis.  This  material  is  so  cheap  that  these  products  can  be 
Id  below  any  price  our  products  can  possiblj  be  produced  for. 
Sen&tor  Sutherland.  Have  you  the  figures  there  for  1920  ? 
Mr.  Tx>OMis.  I   have   the  figures  for   1920  from   the   Bureau   of 
i>reigii  and  Domestic  Commerce. 
Senator  Smoot.  Are  you  objecting  to  these  oils  coming  in  here  to 

>  into  substitute  lards  l 

Mr.  Ix)OMis.  I  represent  the  dairy  industry,  Senator,  and  I  am  not 
repa.red  to  speak  on  that.     I  know  that  tne  lard  industry  expects 

>  make  a  showing  here  in  some  way  before  the  committee  on  that 
jhject.    My  work  has  been  entirely  on  the  dairy  end  of  it. 

Senator  Smoot.  You  do  not  care  about  my  calline  your  attention 
o  the  amount  of  these  vegetable  oils  that  go  into  lard  and  go  into 
risco  and  things  like  that } 

Mr.  LooMis.  I  think  it  is  a  matter  of  record  which  ought  to  be  in 
he  record. 
Senator  Smoot.  If  somebody  is  going  to  come  here  in  behalf  of  lard, 
will  reserve  it  until  that  time. 
Mr.  LooMis.  I  understand  that  that  is  to  be  done. 
Repeating  just  a  little  bit:  This  material  is  so  cheap  that  these 
>r<>ducts  can  be  sold  below  anv  price  our  products  can  possibly  be 
»ro<luced  for.     Our  prices  are  nxed  by  open  competition.     These  oil 
[>r(>ducts  are  sold  at  an  arbitrary  price  always  below  our  products. 
The  dairymen  of  the  United  States  compete  with  one  another,  and 
there  is  no  question,  I  think,  but  what  the  price  of  dairy  products 
in  this  country  is  fixed  in  open  competition. 

Our  products  are  the  products  of  American  labor.  These  products 
are  made  with  a  minimum  of  American  labor  and  are  chiefly  the 
product  of  native  labor  in  the  East  Indian  islands. 

We  do  not  need  these  oils  for  food  piu-poses.  In  1920,  when  we 
imported  five  or  six  hundred  miUion  pounds  of  these  oils,  we  ex- 
ported at  the  same  time  nearly  800,000,000  pounds  of  cottonseed  oil 
ftnd  lard. 

The  United  States  Food  Administration  had  a  great  deal  to  do 
with  loosing  this  flood  of  cheap  oils  on  this  country.  Its  head  was 
advised  that  we  might  have  a  shortage  of  fats,  ana  that  was  a  war- 
time scare.  But  its  results  have  been  disastrous  to  every  American 
producer  of  a  food  fat  since  that  time. 

We  look  to  our  Government,  which  was  responsible,  in  part,  for 
tliis  situation,  to  now  come  to  our  help  and  apply  the  perfectly 
apparent  remedy. 

Senator  Smoot.  You  have  10  cents  a  pound  tax,  have  you  not,  on 
oleomargarine  ? 

Mr.  LooMis.  On  a  very  small  amount  of  oleomargarine.     If  it  is 
colored,  there  is  a  tax  of  10  cents  a  poimd,  and  that  is  a  very  incon- 
siderable amount  of  oleomargarine  which  is  consumed  in  this  country. 
Senator  Watson.  Has  this  competition  interfered  with  the  selling 
of  butter  in  the  United  States  ? 
Mr.  LooMis.  To  the  extent  of  370,000,000  pounds,  Senator. 
Senator  Watson.  In  what  way  ? 

Mr.  LooMis.  That  has  gone  into  the  American  market  in  place  of 
butter,  sold  at  a  price  which  was  below  the  price  of  butter,  irrespec- 
tive of  its  quality. 
Senator  Watson.  All  the  butter  that  has  been  made  has  been  sold  ? 
Mr.  LooMis.  I  think  that  is  true. 


1158  TARIFF — CHEMICAL  SCHEDULE. 

Senator  Watson.  And  sold  at  a  pretty  good  price. 

Mr.  LooMis.  I  would  not  say  that. 

Senator  Sutherland.  You  would  make  that  much  more  iidditK>fu 
butter  ? 

Mr.  LooMis.  It  would  be  perfectly  easy  to  make  that  much  Aik  • 
tional  butter  in  a  very  short  time. 

Senator  Smoot.  Wnere  would  it  be  made,  mostly  ?  I  was  thinirr*y 
of  the  western  part  of  the  country.     Really,  I  do  not  know. 

Mr.  LooMis.  I  am  glad  to  have  that  question  asked,  becaoae  ti- 
chief  of  the  dairy  division  is  just  on  his  way  to  your  St^te,  now  t 
investigate  the  activities  of  dairying  and  the  development  of  dair^' : j 
oat  there.  All  through  the  semiarid  regions  of  the  west  dairrui;  • 
growing  just  as  rapidly  as  marketing  conditions  will  permit,  and  it  _- 
porfectly  safe  for  me  to  say,  and  scientific  evidence  is  perff*-- 
available,  that  upon  the  dairying  and  cattle  industries  depentl  \L' 
future  progress,  prosperity  and  continuance  of  American  agriculf^-* 
and  that,  of  course,  is  the  basic  reason  we  are  making  such  a  fijrt*  -■ 
W3  are  trying  to  make  here  for  this  protection. 

In  addition  to  the  economic  argument  which  I  am  trying  to  prvs^f 
there  is  another  and  even  more  basic  argument,  and  that  is  :i- 
argument  of  public  health. 

Even  if  these  products  made  of  vegetable  oils  were  of  equal  f***: 
value  with  our  own  food  fats,  we  would  still  urge  you  to  prot^t  •-!• 
American  industry.     But  they  are  not  of  equal  food  value.    Scien'i:: 
authority  agrees  that  the  vegetable  oils  are  deficient  in  the  vital  (■•*: 
elements  which  produce  growth,  protect  health  and  prolong  liff- 

The  imitation  dairy  products  of  these  oils  are  tnerefoie  inffn  " 
foods.  It  will  be  not  only  protection  of  American  industrr.  J-c: 
protection  of  American  health  to  put  a  tariff  on  them  which  ri' 
make  them  cost  as  much  as  butter  costs.  That  is  our  whole  a.*^- 
ment  in  all  of  this  contest  against  the  imitation  butter  products. 

Senator  Sutherland.  Have  you  any  figures  showing  the  diffemw 
in  the  food  value  of  these  two  products  ? 

Mr.  LooMis.  Not  here.  We  just  had  a  hearing  before  the  Commi:- 
tea  on  Agriculture  in  the  House  in  which  we  brought  scientist^  ^irf? 
and  had  that  matter  all  put  into  the  record,  as  a  result  of  which  a  Ic 
prohibiting  the  manufacture  and  sale  of  filled  milk  has  just  heK 
reported  out  of  that  committee.  There  are  copies  that  can  be  it? 
tributed  to  the  members  of  this  committee. 

Senator  MoCumber.  I  think  we  had  that  in  testimony  thit  vr 
took  on  the  emergency  tariff. 

Mr.  LooMis.  That  was  brought  out  also  in  the  hearings  im  t*-^ 
emergency  tariff. 

I  now  wish  to  read  the  following  telegrams. 

The  first  telegram  is  from  former  Gov.  Frank  O.  Lowden  of  IIhn«? 
H3  wired  me  yesterday,  as  president  of  the  Holstein  Friesian  A.^"^ 
ciation  of  America,  the  largest  organization  of  owners  of  parp-kp^i 
cattle  in  the  world.     He  says: 

The  Holatein  Friesian  Association  of  America  is  stronglv  in  Hvnr  of  pnc-^a- 
ag  unst  cheap  vegetable  oils  which  are  being  used  more  and  more  as  »Qb«ilB!'- ' ' 
da  TV  products.  Justice  to  the  great  dairy  intereata  not  onlv  require*  thi«  p'^^'-'J  •■ 
but  the  public  heilth  as  well.  Scientists  agree,  I  think,  that  thert*  ia  n<v  sub-^s^v 
fo-  nailk  which  contains  the  03sential  life  sustaining  qualities  of  milk  Aa  ;t.-« 
therefore,  which  displaces  milk  as  an  article  of  human  food  is  injuriau*  t*  p- 
health. 


TABIFF — OHBMICAIi  SCHEDULE.  1159 

Tlie  next  telegram  is  from  N.  P.  Hull,  president  of  the  National 
Dairy    Union  and   of   the  Michigan  Milk  Producers'  Association, 


Kirwlly  lay  before  the  Senate  Finance  Committee  the  urgent  request  of  the  Michipin 
rlilk  I*roducers'  Association  and  the  National  Dairy  Inion  for  adequate  protection 
i^^aioBt;  vegetable  oils  used  in  the  manufacture  of  imitation  dairy  products. 

Senator  Watson.  Can  you  not  just  file  those  telegrams  without 
•eadinff  them  ? 

Mr.  LooMis.  May  I  read  the  signatures  ? 
Senator  Watson.  Certainly. 

Mr.  LooMis.  I  will  file  the  telegrams.     I  wish  to  retain  them,  so 
I  'would  like  to  arrange  to  get  them  back. 

Tlie  next  one  is  from  the  Illinois  Agricultural  Association,  signed 
by  C  Larsen. 

The  next  one  is  from  the  Dairymen's  League  of  New  York  State, 
simed  by  John  D.  Miller. 

The  next  one  is  from  the  New  England  Milk  Producer's  Associatior, 
signed  by  Richard  Pattee. 

The  next  is  from  the  Interstate  Milk  Producers'  Association,  rep- 
resenting 16,000  milk  producers  in  Pennsylvania,  New  Jersey,  Dela- 
-ware,  and  Maryland. 

The  next  one  is  from  the  State  of  Ohio,  signed  by  the  Ohio  State 
Grange,  by  C.  A.  Dyer,  overseer;  the  Ohio  Farm  Bureau  Federation, 
by  MTD.  Lincoln,  secretary;  the  Ohio  Home  Protective  League,  by 
O.  E.  Bradfue,  president. 

The  next  telegram  is  from  the  State  of  Wisconsin,  signed  by  E. 
C.  Pommerening,  president  of  the  Wisconsin  Society  of  Equity; 
Hoards  Dairyman;  the  Wisconsin  Farmer;  J.  Q.  Emery,  dairy  and 
food  conmiissioner;  Paul  C.  Burchard,  secretary  Wisconsin  Dairy- 
men's Association;  H.  C.  Larson,  secretary  Wisconsin  Buttermakers' 
Association;  Chris.  Schroeder,  secretary  Wisconsin  Farm  Bureau 
Federation;  C.  H.  Everett,  editor  Wisconsin  A^culturist;  J.  L. 
Sanunis,  secretary  Wisconsin  Cheesemakers'  Association. 

The  next  telegram  is  from  the  California  Dairy  Council,  by  S.  H. 
Green,  president. 

The  next  one  is  from  J.  H.  Frandsen,  dairy  editor  Capper  Farm 
Press,  sent  from  Lincoln,  Nebr.,  and  containing  the  approval  of  the 
Nebraska  Dairy  Association. 

The  next  one  is  from  Prof.  Oscar  Erf,  secretary  of  the  Ohio  State 
Dairymen's  Association. 

And  here  is  a  telegram  which  contains  a  resolution  which  I  would 
like  to  read.     It  is  signed  by  Andrew  L.  Felker,  commissioner  of 
agriculture  for  the  State  of  New  Hampshire. 
Senator  McCumber.  I  should  say  to  the  witness  that  his  time  is 

up,  but  if  he  can  close  in  just  a  moment 

Senator  Watson.  I  suggest  that  this  is  very  interesting,  and  that 
he  go  on,  provided  he  ooes  not  read  the  telegrams.    They  can  be 
printed  in  the  record,  and  he  can  then  give  us  his  argument. 
Senator  Dilungham.  How  recentlv  were  those  telegrams  received  ? 
Mr.  LooMis.  Within  the  last  two  d.ays. 

Senator  McCumber.  If  you  can  just  close  by  making  your  argu- 
ment, we  will  have  the  telegrams  printed  in  the  record. 

Mr.  LooMis.  I  shall  ask  permission,  now,  without  reading  it,  to 
ffle  a  comparatively  short  brief,  only  five  pages,  which  contains  the 
details  of  the  argument. 
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Senator  McCumber.  I  am  sorry  that  we  have  to  limit  the  time  '  • 
each  witness. 

Senator  Sutherland.  Is  there  not  a  tax  of  1  cent  per  piHiDC  * 
uncolored  oleomargarine  ? 

Mr.  LooMis.  Merely  suflBcient  to  pay  for  the  inspectkm.    1:  .- 
practically  not  a  revenue  tax  at  all. 

(l^e  tele^ams  referred  to  and  submitted  by  the  witiiea».  * 
gether  with  Ms  brief,  are  as  follows:) 

Utica,  N.  Y..  Au^iMf  /*>  '■ 
A.  M.  LooMie,  Washington,  D.  C: 

You  are  authorized  to  represent  this  aasociatioii  at  tariff  hearing  before  Senair  ' 
mittee  Wednesday,  August  17,  1921. 

Dairymen's  League  Cooperativb  Arsociatiok    I\i 
By  John  D.  Miller. 

Boston,  MA8«i.,  Augutt  /-.  ;* 
A.  M.  LooMis,  Wiishington  D.  C: 

New  England  ^lilk  Producers  Association  squarely  and  emphaticaU\   in^r* 
action  conference  Buffalo  July  8,  relative  tariff  on  copra  and  vegetable  ods 


Philadelphia,  Pa.,  Au^ttt  tu,  ;  ■ 
A.  M.  LooMis, 

Secretary  the  National  Dairy  Union,  Washington,  D.  C: 

Our  organization,  15,000  strong,  located  in  Pennsylvania,  New  Jersey.  l'*U^% 
and  Maryland  urge  tariff  on  vegetable  oils  sufficient  to  protect  dairi'  ifidvtr?  h  ^ 
unfair  competition. 

Interstate  Milk  P^odlcer^*  .\s»(muti  ■ 


Columbus,  Ohio,  Au^vMtr.  > 
A.  M.  LooMis, 

Secretary  National  Dairy  Union,  Washington,  D.  C: 

Our  organizations  are  supporting  j'-ou  in  your  efforts  to  obtain  a  tariff  tm  xr-y*.» 
oils  equal  to  that  on  butter  fat  when  used  on  dairy  substitutes,  and  aim  >ottf  «v^*« 
to  secure  a  tariff  on  copra  equal  to  50  per  cent  of  the  rate  on  oik. 

Ohio  State  Grange, 
By  C,  A.  Dyer,  Oxrrster. 

Ohio  Farm  Bureau  F&beRiii 
By  M.  D.  Lincoln,  Secretwy. 

Ohio  Home  Protective  !.r*- 
By  O.  E.  Bradfue,  PrrmH^t. 


Madison,  Wis.,  Auutist  ]'*.  :• 
A.  M.  LooMis, 

Secretary  National  Dairy  Umon,  Washington,  D.  C: 

Dairymen  of  Wisconsin  if  compelled  to  pay  protective  tariff  prices  for  thii^*  * 
buy  justly  call  for  reciprocal  and  equitable  tariff  protection  for  tneir  own  prodL*  t 
Any  assumed  protection  dairy  products  may  receive  by  a  tariff  will  ^il  t*  p  ' 
unless  a  tariff  rate  in  excess  of  that  le\'ied  on  butter  fat  is  le\ied  on  it?  ttmit^' 
coconut  and  other  edible  vegetable  fats  with  a  tariff  rate  on  copra  pmpcrthcj' 
that  on  coconut  fat. 

E.  0.   Pommerening,    president  Wisconain  Society  of  Kquin;  h« 
Dairyman;  The   Wisconsin   Farmer;  J.   Q.    Emer>',  dam*  a&i  : 
commissioner;  Paul  C.    Burchard,   secretarj-  Wiacoiudn   Ilnni 
Association;  H.  0.  Larson,  secretary  Wiscofudn  Buttemalrrr^ 
ciation:  Chris  ^chroeder^  secretary  Wisconain  Fknn  Bursac  M-^ 
tion;  C.  H.  Everett,  editor  W'isooiuin  Agriculturi5t    J.  K  ^ir: 
8ecretar\'  Wisconsin  Cheesemakers'  Association. 
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San  Francisco,  Calif.,  August  15,  1922. 

.    Si.    LiOOMIS. 

Secretary  National  Dairy  Unum^  Washington,  D.  C: 

SeiMling  following  wire  tx>  California  Senators:  ''Senate  Finance  Committee  will 
>ld  brief  hearing  Wedneeday,  seventeenth,  on  vegetable  oil  tariff.  Entire  dairy 
idustry  of  Nation  needs  protection  ag^nst  this  competition  of  an  inferior  fat.  Dairy- 
ip  must  be  intelligently  protected  since  it  is  the  foundation  of  all  successful  agri- 
iltnre.  California  most  keenly  interested  because  of  the  importance  of  the  industry 
I  our  T^elfare  and  because  we  are  nearer  to  Orient  than  other  parte  of  the  Nation. 
^o  earnestly  urge  that  you  do  all  possible  at  this  hearing  to  obtain  favorable  action 
f  committee  on  schedule  that  will  be  urged  by  National  i)airy  Union. '' 

California  Dairy  Cottncil. 


Lincoln,  Nebr.,  August  IS,  1921, 
I.  M.  l^ooMis,  Wnshingion,  D,  C. 

With  the  approval  of  the  Nebraska  Dairy  Association  and  in  my  judgment  any 
protection  the  dairy  industry  receives  from  the  tariff  on  dairy  products  will  fail  to 
»rotect  unless  there  is  a  duty  on  edible  vegetable  oils  equal  to  the  tariff  on  butter  fat, 
.'ould  not  object  to  rebate  being  given  on  denatured  oils  not  used  for  human  food. 

J.,H,  Frandsen, 
Dairy  Editor  Capper  Farm  Press. 


Columbus,  Ohio,  August  16,  1921. 
\.  M.  LooMis, 

Xationcd  Dairy  Union,  Washington,  D.  C. 

Ohio  State  Dairymen's  Association  favors  adequate  tariff  protection  for  dairy 
products  and  duty  on  vegetable  oils  at  least  equal  to  tariff  on  butter  fat.  Dairy 
industrv  should  be  protected  against  flood  of  cheap  vegetable  oils. 

O.  Erf, 
Secretary  Ohio  State  Dairymen's  Association. 


Concord,  N.  H.,  August  16,  1921. 
V.  C.  Atkinson,  Washington,  D.  C. 

New  Hampshire  farm  organizations,  including  State  grange,  federated  farm  bu- 
Toaus,  Granite  State  Dairymen's  Association,  and  State  department  of  agriculture 
join  in  resolution  as  follows: 
Whereas,  the  dairy  interests  of  the  United  States  are  directly  and  seriously  affected 

because  of  the  manufacture,  sale,  and  use  of  bogus  milk  products,  being  compounds 

of  skim  milk  and  ve§;etable  oils,  and  believing  same  to  be  a  menace  to  the  public 

health;  therefore  be  it 

Resolved,  That  Congress  shall,  by  restraininc;  laws,  prevent  the  manufacture  and 
sale  thereof.  In  case  such  legislation  is  found  impossible  of  enactment  that  a  tax 
siiificiently  high  shall  be  levied  upon  such  bogus  dairy  products  as  will  afford  ample 
piotoction  to  the  dairy  industry;  be  it  further 

Resolved,  That  a  tariff  tax  of  10  cents  per  pound  be  levied  upon  all  importations  of 
vegetable  oils  which  enter  into  the  manufacture  of  said  bogus  dairy  and  other  food 
products;  and  be  it  further 

Resolved,  That  we  approve  the  tariff  schedule  on  milk  and  butter  as  recommended 
by  the  New  England  dairy  tariff  committee,  namely,  milk  3^  cents  per  gallon,  cream 
•V>  oenta  per  gallon,  butter  10  cents  per  pound. 

Andrew  L.  Felker, 
Commissioiier  of  Agriculture  for  the  Conference. 


BRIEF  FIU£D  BY  A.  M.  LOOMIS,  SECRETARY  NATIONAL  DAIRY  UNION,  IN  SUPPORT  OP  A 
TARIFF  OF  NOT  LESS  THAN  10  CENTS  A  POUND  ON  COCONUT,  SOYA-BEAN,  AND  PEANUT 
OILS,    AND   NOT  LESS  THAN  5   CENTS   A   POUND  ON   COPRA. 

The  dairy  industry  of  the  United  States  is  now  organized  to  such  an  extent  that 
its  wishes  as  to  impartial  treatment  in  tariff  and  other  legislation  are  fairly  and  fully 
expressed  through  two  national  organizations — the  National  Dairy  I'nion  and  the 
National  Milk  Producers'  Federation. 

The  responsible  officers  of  these  associations,  with  representatives  of  national  farm 
organizations,  were  in  conference  at  Buffalo,  N.  Y.,  on  July  8  and  9,  1921,  to  consider 
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questions  of  legislation.    The  following  resolution  was  unanimously  paocd  hx  \^ 
conference: 

''That  any  protection  the  dairy  industry  mav  receive  by  a  tariff  on  dairy  pndort 
themselves,  will  be  very  lar^ly  negatived  if  there  is  not  a  duty  on  edible  \mefM^^ 
oils  at  least  equal  to  the  tariff  on  butter  fat.  We  would  uige  that  there  be  Buctd  * 
tariff  on  copra  not  less  than  50  per  cent  of  the  rate  of  duty  placed  on  vegetable  cup 
We  also  reco^ze  the  importance  of  these  oils  in  the  industries  and  arts  aad  vocjc 
suggest  that  importers  and  refiners  be  allowed  a  suitable  rebate  on  all  sadi  <ak  liw 
are  denatured  and  used  for  any  purposes  other  than  human  food.  *' 

I  am  here  to  ask  your  favorable  consideration  of  the  dairy  tariff  schednlci  tka^^ 
when  you  reach  this  item  in  the  bill  now  before  you.  and  to  ask  you  to  paH  bk^-t 
ably  to-day  upon  the  request  of  the  dairy  industry  to  be  protected  agaiiwt  cheap  is" 
inferior  food  products  coming  into  this  country  in  an  ever-increasing  volme,  li  * 
made  into  that  worst  of  all  business  menaces,  an  imitation  or  suhstitute  dairv  pitid  v 
I  refer  to  copra,  coconut  oil,  soya-bean  oil,  and  peanut  oil,  particulaitr. 

Paragraph  50  of  the  bill  before  you  provides: 

"Oils,  expressed  or  extracted:  Castor  oil,  4)  cents  per  pound:  cottonaegd  - 
coconut  oil,  and  soya-bean  oil,  2  cents  per  pound;  hempseed  oil,  1)  cents  per  poonc 
linseed  or  flaxseed  oil,  raw,  boiled,  or  oxidized,  2}  cents  per  pooad;  obre  ol 
weighing  with  the  immediate  container  less  than  44  pounds,  7}  cents  per  poc: 
on  contents  and  container:  olive  oil,  not  specially  provided  for,  6)  ontv  »^ 
pound;  peanut  oil,  2^  cents  per  pound;  poppy-seed  oil,  raw,  boiled,  or  oxidiwd  . 
cents  per  pound;  rapeseed  oil,  1}  cents  per  pound;  all  other  exprcfpcd  and  ext3v*<< 
oils,  not  specially  provided  for,  20  per  cent  ad  valorem. " 

The  dairy  industry  asks  for  a  tariff  of  10  cents  a  pound  on  theee  prodnctf  if  dr- 
are  to  be  used  for  food  in  this  coimtry. 

Paragraph  1020  of  the  bill  before  you  provides  on  the  free  list  for: 

''Nuts:  Crude  in  the  shell  and  broken  coconut  meat  or  copra,  not  shredded,  60^  - 
cated,  or  prepared  in  any  manner,  and  not  specially  provided  for;  palm  nuts  ar 
palm-nut  kernels. " 

The  dairy  industry  asks  that  this  item  be  taken  from  the  free  list  and  be  nud^  * 
part  of  paragraph  50,  with  a  duty  imposed  eaual  to  not  less  than  50  per  cent  <d  \^ 
duty  imposed  on  the  oils  made  from  such  products. 

Tne  basis  for  these  requests  is  found  in  tne  fact  that  these  products — copra,  concsv 
oil,  soya-bean  oil,  and  peanut  oil — ^are  imported  in  large  quantities  and  are  in  dn*^' 
competition  with  oils  produced  in  this  country;  and,  further  than  this,  that  tir«r 
oils  m  particular  are  used  to  make  imitation  milk  and  imitation  batter.  Tli«  <  ^ 
of  production  of  these  oils  under  the  conditions  of  cheap  labor  where  thev  an  pr^ 
duccd  is  such  that  they  can  be  made  here  into  these  imitation  dair>'  nrodnrtf  at  & 
cost  which  permits  them  to  be  sold  for  much  lees  than  what  it  costs  for  Smfrr^s. 
labor  to  produce  condensed  milk  or  butter  or  cheese,  and  not  only  this  bat  at  a  pnr* 
still  below  the  cost  of  the  American  product,  so  that  the  margin  is  used  to  put  « 
premium  on  the  manufacture  and  sate  of  the  bogus  or  imitation  produrtB  n^i* 
chiefly  of  coconut  oil. 

Dairjr  interests  ask  this  committee  for  protection  against  both  the  fiur  and  uoikr 
competition  involved. 

There  are  4,569,866  farms  in  the  United  States  engaged  in  producing  milk  <»£ 
these  farms  are  at  least  20,000,000  people  dependent  in  whole  or  in  |xut  am  th^ 
ability  to  secure  a  fair  price  for  their  milk,  for  their  comfort,  their  continaaiicr  is 
business  and  their  buying  power. 

To  allow  these  foreign  vegetable  oils  to  continue  to  come  here  at  the  tmte  of  dct? 
provided  in  paragraph  50  of  the  present  bill  imperils  the  continuance  here  el  la 
industry  which  we  think  is  indispensable  to  health  and  the  continuance  of  agriraltiDv 

Dairy  cattle  are  reported  on  4,569,866  farms  reported  in  the  1920  census  and  t^ 
estimate  of  the  capital  invested  in  the  farm  property  alone  engaged  in  thr  n<li 
industry  is  $55,000,000,000. 

There  are  upward  of  25,000,000  dairy  cows  in  the  United  States;  7,857  ettahU* 
ments  are  engaged  in  manufacturing  dairy  products,  with  products  vsloed  at  «««' 
$1,000,000,000.  One-half  of  this  is  the  butter  business  of  the  coantry,  tm  o««r 
$500,000,000.  More  than  $300,000,000  worth  of  condensed  and  pow<lmd  «Mr 
milk,  made  wholly  from  the  milk  produced  on  American  farms,  is  dfpieiial»d  is 
value  in  every  market  by  this  bogus  filled  milk. 

Every  dair>'  form,  every  dairy  cow,  every  pound  of  butter,  of  cheese,  and  of  ABas*^ 
milk  is  depreciated  in  value  by  the  flood  of  cheap  and  inferior  ve|^table  ads  wkK^ 
^e  present  tariff,  and  the  rate  of  duty  proposed  in  the  bill  which  is  now  bHoiv  t>-: 
permits  to  come  into  the  United  Stat^. 

Adding  to  the  number  of  farmers  and  their  families  the  number  of  petvoas  eoRft^ 
in  tho  i)tittor  industry,  manufacture,  storage,  and  sale,  it  is  safe  toMsume  thai  2&^  ^' 
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M>ii8  &re  directly  a£fected  by  the  question  whether  or  not  this  committee  modifies 

Fordney  bill  as  we  ask. 

e^et&ble  oil  was  brought  into  the  United  States  in  the  last  few  years,  in  pounds, 


1918 

1919 

1929 

oilseed  oil 

18,372,867 
356,088,738 
335,984,148 

70,401,768 
430,649,332 

27,806,784 
281,063,213 
195,808,421 
158,406,925 
258,915,789 

9,457,924 

»n  lit  oil 

215,238,516 

^'I>tf>a.n  oil ,  _    ,  _ 

112,213,750 

nut  oil 

97,813,124 

ra 

215,188,461 

l8  nearly  as  can  be  ascertained  this  was  used  in  the  manufacture  of  food  products 
Imitation  of  American  products  and  in  direct  and  ruinous  competition  with  such 
ducts,  as  follows,  in  pounds: 


Xer  substitutes 
ie<l  milk 

rd  substitutes . . 


1919 


371,000,000 
66,000,000 

1918. 
1,146,000,000 


1920 


370,000,000 
85,000,000 


1,000,000,000 


rhese  imports  came  in  and  were  made  into  these  imitation  American  products  at  a 
1^  when  there  was  and  still  is  a  surplus  of  edible  fats  in  this  country.  This  is  shown 
the  export  of  193,000,000  pounds  of  cottonseed  oil  and  760,000,000  pounds  of  lard 
1919  and  184,000,000  pounds  of  cottonseed  oil  and  612,000,000  pounds  of  lard  in  1920. 
I  submit  that  it  is  not  only  poor  business  to  the  United  States,  but  disastrous  to 
riculture  to  permit  these  vegetable  oils  to  be  sent  here,  practically  duty  free,  to 
press  the  prices  of  American  products  when  we  have  so  large  a  surplus. 
It  will  be  noted  that  these  oils,  produced  by  oriental  labor  at  oriental  prices  of  a 
RT  cents  a  day,  are  in  competition  not  alone  with  the  American  dairy  inaustry,  but 
3o  the  American  farmers  engaged  in  raising  hogs  and  growing  cotton. 
I  ana  calling  your  attention  only  to  the  destructive  effects  of  this  competition  on  the 
liry  industry.  As  strong  a  case  can  be  made  out  as  to  their  destructive  effect  in 
mpetition  with  American  animal  and  vegetable  fats  in  other  industries.  It  is  not 
inkable  to  me  that  this  Congress  will  throw  down  the  bars  to  the  detriment  of  dairy- 
en,  swine  growers,  cattlemen  generally,  as  well  as  both  cotton  and  peanut  farmers, 
allow  a  comparatively  few  special  industries  with  but  a  small  fraction  of  the  capital 
rveeted  or  the  number  of  persons  en^ged  in  such  industries. 
This  vegetable-oil  menace  to  American  industry  is  a  comparatively  new  problem. 
,  has  developed  largely  because  of  the  acts  of  the  Food  Administration  in  1917-18, 
rting  to  avert  what  that  administration  thought  would  be  a  shortage  of  edible  fats. 
B  a  matter  of  fact,  there  never  was  such  danger.  But  the  flood  of  vegetable  oils  now 
)ming  this  way  bids  fair  to  put  American  farmers  out  of  the  business  of  growing  fats 
I  this  coimtry.  The  problem  is  so  new  that  the  Tariff  Commission  is  not  now  pre- 
ired  to  make  recommendations,  but  it  is  not  so  new  but  that  American  farmers 
jLve  felt  the  heavy  hand  of  this  competition. 

The  committee  will  naturally  wish  from  us  a  suggestion  as  to  why  we  ask  for  a 
)  cent  a  pound  duty.  It  is  found  in  a  study  of  market  prices,  taking  American 
aduations  as  the  basis.  I  quote  American  prices  on  butter  fat  and  coconut  oil,  as 
illows: 


S^eek  ending- 
May  14 

May  21 

May  28 

June  4 

June  11 

June  18 

June  25 


Average  price  for— 


Butter  tskt 
(per  pound). 


ia26 
.24 
.2306 
.30 
.24 
.25 
.27 


Coconut  oil 
(per  pound). 


I0.11-$0.1U 

.11-    .111 

.12^ 

.12} 

.12} 


.12J-    .13 


Week  ending 
July  2... 
July  9... 
July  16.. 
July  23-. 
July  30... 
Aug.  6 . . . 


Average  price  for — 


Butter  fat 
(per  pound). 


10.28 
.28 
.32 
.32 
.33 
.35 


Coconut  oil 
(per  pound). 


90. 12\'S0. 13 
.12{- 
.12i- 
.12 

.12-    .12i 
.12-    .121 


}-9U.  Id 
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The  cost  of  butterfat  is  estimated  on  the  basis  of  80  per  ceat  of  the  cumnt  |r.-  • 
butter  on  the  date  mentioned,  butterfat  making  up  80  per  cent  of  the  ooiMKit:^:. 
butter.     The  cost' of  edible  oil  id  current  New  York  quotation  in  the  Nftt»«s. 
visioner. 

Ten  centi}  is  the  difference  between  the  cheapest  butter&t  of  the  period  \U 
the  flush  period  of  butter  production  and  the  hi^eet  edible  oil  quotation  of  tb»  m. 
period  (July  2).     This  is  tne  fairest  measure  of  protection  that  we  know  how  UjK' 
the  difference  between  the  cost  of  the  cheapest  butterfat  produced  and  the  i^ 
price  quoted  on  the  competing  vegetable  oil. 

There  is  another  reason  for  asking  for  this  tariff  in  addition  to  the  econnour  r-^ 
I  refer  to  the  effect  of  putting  diet  on  a  vegetable-oil  basis.     It  is  exactly  pajmi  - 
the  unscrupulous  effort  made  during  the  high  sugar  price  to  put  a  chemical  fubi<w. 
into  general  use.     It  required  the  united  effort  of  the  medical  proleanon  and  tfi^  ;- 
food  officials,  both  State  and  National,  to  prevent  this,  and  it  was  prevented  ^-^  • 
the  chemical  substitute,  although  sweeter  than  sugar,  did  not  supply  tht*  t  *  . 
system  with  food  as  sugar  does,  and  men  and  women  must  have  the  ujin— ~ 
foods. 

This  is  true  of  vegetable  oils.    These  oils  are  not  vital  foods.    They  do  tt«t  *-: : 
the  vital  elements  which  are  needed  to  sustain  life,  health,  and  growth  m  i     - 
butterfat,  for  which  they  are  substituted.    To  permit  them  to  be  imported  ai  •  :- 
which  puts  a  premium  on  their  substitution  in  milk,  for  milk  fat  and  m  nut  marE*'. 
for  butterfat  is  lending  Government  aid  to  a  food  substitution  and  a  bii0ine0  ffv 
which  vitally  attacks  public  health.     If  filled  milk  cost  as  much  ac>  n^i}  milk.  at. 
nut  margarine  cast  as  much  as  butter,  these  products  would  only  be  aold  fur  j*. 
used  for  what  they  are.     It  is  the  low  manufacturers*  price  and  the  hope  of  Im^  ;r 
which  makes  manufacturers  and  dealers  seek  in  every  wav  possible  to  put  t^* 
products  out  as  substitutes  for  dairy  products,  when  in  fact  they  are  not  e>»t  - 
stitutes  but  bogus  counterfeits. 

We,  therefore,  ask  you  to  change  paragraph  50  to  read:    "(^ottonaeed  od,  ♦"•■*■ 
oil,  and  soya  bean  oil,  10  cents  a  pound;  peanut  oil,  10  cents  a  pound*';  and  t.»  - 
nate  from  paragraph  1620  of  the  free  list  and  add  to  paragraph  oO: 

''Nuts:  Crude  in  the  shell,  or  broken  coconut  meat  or  copra,  not  sitreddi-d   >- 
cated  or  prepared  in  any  manner' — fixing  a  rate  of  duty  thereon  at  5  cent*  per  j!»*." 

liCt  me  point  out,  in  conclusion,  that  the  importations  of  coconut  oil  incTNwd 
400  per  cent  from  1919  to  1920;  soya  bean  oil  imports  increased  oTer  l^OQO  prr  r» 
peanut  oil  increased  over  2,500  per  cent.    The  burden  of  absorbing  this  flond  *<  y  ■ 
nets  produced  by  a  tropical  climate  and  5-cent  a  day  labor  fall  on  th^  Aib»^  i 
farmers.    They  desire  this  burden  removed  by  an  adequate  tariff. 

STATEMENT    OF    MB.    C.    BOGEBS    BBOWV,    BEPKBSSITII& 
BUBEAU    OF    BAW    MATEBIALS     FOB    AMBBICAS    TKl 
TABLE  OILS  AND  FATS  INDUSTBIES,  CENTRAL  BniIDII6 
SEATTLE,    WASH. 

Mr.  Brown.  Mr.  Chairman  and  gentlemen,  I  represent  the  Bum 
of  Raw  Materials  for  American  Vegetable  Oils  and  Fats  Indium.  - 
Our  bureau  is  composed  of  about  500  people  in  the  United  State* « 
are  consumers  of  vegetable  oils  and  fats.  Many  of  our  members «»«' 
cottonseed-oil  mills  in  the  South.  They  own  copra-crushinf  pUv.* 
paint  and  varnish  fa<'tories,  and  soap  factories,  and  all  kiiMb  nf  'a 
tories  usin^  vegetable  oils. 

Senator  McC UMBER.  You  speak  to  paragraph  49,  animal  oik.  t-r 
paragraph  50,  vegetable  oils,  or  both  ? 

Mr.  Brown.  I  want  to  lav  on  the  table,  Senator,  an  analv^  i«f  t 
edible  oil  and  fat  situation  of  the  world.     The  witnesses  who  ». 
follow  me  will  take  up  each  of  the  oils,  and  my  explanation  will  mt*- 
their  testimony  much  shorter  and  give  you  a  clear  insight  m\o  • 
situation. 

Senator  Smoot.  Then  you  are  appearing  in  reference  to  not  •  r 
animal  oils,  but  vegetable  oils  as  well  ? 

Mr.  Brown.  Yes,  sir. 

Senator  Smoot.  Paragraphs  49  and  .30  i 
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Mr.  Bjbown,  Yes,  sir.  I  loight  say  that  I  have  been  in  the 
I  porting  business,  importing  foreign  oils.  I  built  the  largest 
iget able-oil  plant  in  the  worH  at  Seattle,  Wash.,  my  home,  and  I 
ive  been  identified  with  the  oil  business.  At  the  present  tune  Lam 
menaLber  of  the  board  of  arbitration  at  New  York  for  the  Interstate 
>ttonfieed  Crushers'  Association;  which  comprises  760  cottonseed- 
1  mills  of  the  South. 

There  are  a  good  many  enoneous  impressions  that  have  been  given 
»  tlie  committee,  as  far  as  the  evidence  so  far  has  been  presented^  and 
waxit  to  correct  some  of  the  impressions  that  have  been  left  here,  and 
tliink  I  will  also  be  able  to  give  you  an  interesting  exhibit  of  the 
itire  situation. 

Senator  Smoot.  You  are  an  importer,  are  you  not  ? 

Mr.  Brown.  I  am  not  in  that  business  now,  Senator.  I  failed 
bout  a  year  and  a  half  ago.  I  lost  a  couple  of  million  dollars,  and  I 
m  Just  waiting  for  a  chance  to  get  back  and  make  some  more  money 
gain. 

Senator  Smoot.  You  want  to  get  it  back  on  this  proposition,  do  you  1 

Mr.  Brown.  I  am  here  in  behalf  of  such  firms  as  Proctor  &  Gamble, 
olgate  &  Co.,  and  some  of  the  finest  people  in  the  United  States. 

Senator  Smoot.  The  largest  users  of  these  oils  ? 

Mr.  Brown.  Yes,  sir.  We  have  taken  the  world  and  laid  it  out 
ipon  tliis  chart  [exhibiting].  The  central  part  here  is  the  United 
kales.  This  part  over  here  is  the  competing  area  of  production. 
^o  matter  where  it  may  be,  we  have  brought  all  competing  production 
ogether  in  the  yellowpart. 

Senator  Watson.  That  is  with  reference  to  animal  and  vegetable 
)ils  ? 

Mr.  Brown.  Yes,  sir.  Wherever  you  see  the  yellow,  that  is  indus- 
;ry.      Wherever  you  see  the  green,  it  is  agriculture. 

In  this  country  our  oil  and  fat  industry  is  on  the  oflFensive,  except 
n  one  department;  that  is,  in  the  case  of  the  drying  oils.  In  flaxseed 
md  linseed  oil  and  a  few  of  the  drying  oils  we  produce  a  deficiency. 
In  other  words,  our  production  is  about  50  per  cent  of  our  require- 
ments. Consequently  if  we  have  a  tariff,  any  goods  coming  into  the 
2ountry  must  come  over  the  tariff  wall  and  raise  up  the  level  of  what 
is  in  the  reservoir. 

In  the  case  of  the  nondrying  oils,  saponified  oils,  which  include 
cottonseed,  soya  bean,  coconut  oil,  and  au  of  those  other  fats  we  have 
a  surplus.  Our  lard  is  exactly  like  our  wheat.  Our  cottonseed  oil 
is  exactly  like  our  wheat.  We  produce  three-quarters  of  the  world's 
supply  of  cottonseed  oil.  We  produce  the  largest  supply  of  lard  that 
is  produced  any  place  in  the  world.  We  produce  nearfy  all  of  it.  We 
export  tremendous  quantities  of  it. 
benator  Watson.  You  mean  pure  hog  lard  or  combination  ? 
Mr.  Bbown.  Pure  hog  lard. 

The  trouble  has  been  that  people  are  arguing  for  a  tariff.  I  might 
sav  tJiat  our  people  went  before  the  Wavs  and  Means  Committee  and 
asked  to  have  tnese  oils  or  fats  left  where  they  were  and  also  our 
finished  products.  We  have  asked  for  no  advance  duty  on  our  fin- 
ished products.     Our  soap  manufacturers  and  other  people  in  the 

industry  were  willing  to  compete  with  the  world • 

Senator  Smoot.   lou  have  only  15  minutes  time,  and  I  do  not 

think  I  would  make  that  explanation.  I  have  heard  it,  and  there- 
fore I  \^'ill  not  seem  to  be  interested  in  it. 
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Mr.  Brown.  From  5,000,000  pounds  of  cottcmseed  oil  we  prodc  ■ 
1,389,000  pounds  of  crude  cottonseed  oil.  That  is  a  product  rf  'l* 
industry  of  the  South.  This  cottonseed  oil  passes  up  ihroiigfa  xl'  -^ 
various  industries  that  I  have  outlined  here;  168,000,000  pounce 
it  go  directly  into  the  soap  kettle.  When  the  cottonseed  oil  indxf 
was  first  established  it  all  went  into  the  soap  kettle.  The  90*p  is  :.• 
try  was  the  industry  that  gave  it  the  outlet  and  encouraml  it<  ;-  - 
duction.  As  it  went  into  the  soap  kettle  scientnts  took  k  op  i: ' 
made  it  an  edible  product,  with  the  result  that  now  a  very  anui)  ?- 

Sortion  of  oiu*  production  goes  into  soap.     When  the  mancet  is  1«-^ 
oes  not  go  into  soap. 

In  the  north  we  have  our  3,000,000,000  bushels  of  com  and  ■  - 
40,000,000  head  of  hogs,  and  from  those  40,000,000  head  of  h*^  • 
make  1,117,000,000  pounds  of  pure  animal  lard. 

Most  of  the  cottonseed  oil  from  the  South  is  the  refined.    Th«^  v- 
1,130,000,000  pounds  of  it,  on  the  average,  that  passes  throng. 
refining  industry,  and  from  that  we  make  vegetable  lard. 

Right  there  is  a  point  where  the  witness  this  morning  left  '.»c'  ■-• 
important  element  that  is  to  be  considered.    Oar  animal  lard  i- 
our  vegetable  lard  are  a  homogeneous  product.     If  they  were  «:  ■ 
on  this  table  you  could  not  tell  them  apart.    They  are  both  wk  *  • 
the  same  purpose,  but  we  have  a  highly  advantageous  arnmgfp-' 
of  using  this  good  vegetable  lard  at  home  and  selhn^  our  anim^  '-* 
abroad.     We  export  635,000,000  pounds  of  annnai  lard  to  Eur :' 
and  Canada  and  other  places,  but  mostly  to  Europe. 

Senator  Watson.  When  used  for  cookmg  purposes,  do  you  icni  * 
say  that  you  can  not  tell  the  diflFerence  between  these  two  lard* 

Mr.  Brown.  Yes;  some  people  can,  but  a  lot  of  people  do  not  k:.  « 
If  you  went  into  a  restaurant  to-day,  probabty  you  would  not  lt  » 
whether  you  had  doughnuts  cooked  with  this  [maicating]  or  wilt  *!* 
[indicating].     They  are  the  same.    They  are  a  homogeneous  prr^k 
so  far  as  the  economics  of  the  situation  go. 

Senator  Smoot.  How  about  health  ? 

Mr.  Bbown.  Vegetable  matter  always  suggests  a  lack  of  any  tcb^r 
cular  germs,  and  animal  matter  always  suggests  their  presence  ^ 
think  they  are  both  on  a  par.  We  have  no  fight  with  the  iniri 
people,  and  we  believe  that  our  vegetable  product  is  as  good  as»  t-- • 
animal  product;  but  the  thought  m  vegetable  matter  suggests  a  li  - 
of  any  possible  tubercular  germs. 

Senator  McCumber.  Do  you  think  it  has  the  same  amoa&t    * 
vitamines  ? 

Mr.  Bbown.  Some  scientists  claim  there  are  more  in  the  vifgf u* . 

froduct  and  others  claim  that  there  are  more  in  the  animal  prod'-  ' 
do  not  care.  I  eat  one  and  then  I  eat  the  other,  and  I  get  al<cc  ^' 
well  as  anybody.  This  refined  cottonseed  oil  passes  through  th^  P" 
fining  industry,  and  this  crude  oil  is  refined  and  this  prodoel  rv?^  • 
[indicating].  From  this  refined  oil  we  make  vegetable  lard.  I»  * 
only  on  accoimt  of  om:  vegetable  lard  that  we  are  able  to  take  it*^ 
635,000,000  pounds  of  pure  lard  and  send  it  over  to  Europe.  Tb-r' 
is  the  battleground  of  the  world  with  reference  to  vegetable  oik  »' 
fats,  all  except  flaxseed  and  linseed.  You  could  put  10  cmt*  * 
pound  duty  on  them,  but  you  would  not  get  a  better  price,  hf*^s' 
we  have  a  tremendous  exportable  surplus,  and  the  price  dctcncir 
ver  there  is  the  price  that  we  make  at  home.    These  product*  >•' 
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Id  on  .  tile  CSiicago  Board  of  Trade  and  the  New  York  Produce  Ex- 
lan^e.  If  we  could  by  artificial  means  create  a  price^  an  Englishman 
xilci  cable  over  to  sell  him  short,  so  much  cotton  oil,  and  ne  could 
ke  Iiis  profits  from  the  Asiatic  product. 

These  other  foreign  oils  which  are  so  unpopular  in  some  people's 

inds,  tut  are  reaUy  the  stream  that  is  driving  a  great  many  wheels 

oixr   industry,  are  produced  in  Ajsia  and  the  Pnilippines  and  the 

>utbL  Sea  Islands  ana  come  into  the  United  States 

Senator  Watson.  You  mean  by  that  soya-bfean  oil? 
Mr.  Bbown.  Yes,  sir.  These  blue  targets  represent  the  introduc- 
on  of  foreign  oils  into  American  indus^,  and  the  red  targets  repre- 
Mit  tlie  introduction  of  domestic  oils.  These  are  the  finished  product, 
le  soap  and  the  lard  [indicating],  and  the  red  and  blue  indicate  the 
ispective  quantitj  of  foreign  or  domestic  oils. 

^Vll  of  the  American  oils,  with  the  exception  of  flaxseed  and  linseed, 
re  edible.  It  is  all  an  edible  proposition.  They  have  all  grown  up 
hrough  our  soap  industry,  and  we  are  using  up  all  of  them.  Some 
f  our  friends  in  the  South  thought  they  were  having  more  trouble 
han  other  people,  but  they  have  sold  more  cottonseed  oil  to  Europe 
n  the  last  six  months  than  they  sold  before.  Last  year,  in  the  same 
>t^riod,  thev  sold  twice  as  much.  Some  of  them  want  protection 
loine  way,  but  we  can  not  help  it  with  a  tarift'.  We  simply  connect 
t  witli  a  world-wide  proposition  and  then  simply  take  our  medicine 
ind  go  back  to  work  as  oest  we  can  and  forget  the  tariffs  as  far  as 
'.hose  products  are  concerned. 

In  our  soap  industry  we  export  $15,000,000  worth  of  soap.     This 

card    [indicating]  contains  all  of  our  products  that  we  export — a 

hundred  and  fifty  million  dollars'  worth  of  animal  lard,  $12,000,000 

worth  of  vegetable  oil,  $37,000,000  worth  of  refined  cottonseed  oil, 

a  hundred  and  fifty  million  pounds  of  soap,  or  $15,000,000  worth. 

15,000,000  pounds  of  oleomargarine,  $25,000,000  worth  of  paint,  and 

47,000,000  pounds  of  soya  bean  oil.     We  brin^  it  in  here,  pass  it 

through  these  industries,  and  ship  out  the  refined  product.     There  is 

American  labor  engaged  in  every  one  of  those  operations.     If  we 

take  our  tariff  wall  and  erect  it  here  [illustrating]  and  bar  these  oils 

out,  there  is  only  one  thing  that  can  possibly  nappen,  and  that  is 

that  the  oils,  instead  of  coming  from  Asia  into  the  United  States  and 

turning  the  wheels  of  our  industries,  wiU  create  competition  that  we 

can  not  eliminate.     It  is  there;  we  have  got  to  contend  with  it. 

The  only  question  is  whether  we  will  contend  with  it  at  home  and 

collect  a  toll  out  of  it,  make  something  out  of  it,  or  simply  divert 

these  oils  to  Europe,  in  which  case  we  lower  the  level  of  values, 

because  when  our  purchasing  agents  are  in  Asia  buying  these  oils  we 

go  to  the  oriental  oil  mill  and  the  European  purcnasmg  agent  also 

goes  there.     We  are  both  competing. 

Since  we  have  withdrawn  irom  the  oriental  markets  under  the 
emergency  tariff  act  there  has  been  nobody  over  there  except  Europe 
and  they  have  bought  this  stuff  without  any  competition.  They  get 
this  stuff  over  here  without  our  element  of  competition  in  it.  They 
use  that  as  a  club  with  which  to  beat  us  to  low  prices  for  our  surplus; 
and,  in  addition  to  that,  France  has  retaliated.  She  has  trebled  her 
duty  against  American  cottonseed  oil.     Italy  has  doubled  hers. 

Tie  firm  of  Procter  &  Gamble,  up  to  May  27,  has  sold  100,000 
barrels  of  cottonseed  oil  for  export.     Just  the  one  firm,  since  the  27th 
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of  May,  have  sold  200  barrels  to  Europe.     Europe  is  beginning  to 
buy  the  other  stuff  and  leaving  ours  alone. 

Senator  Smoot.  That  is,  with  a  2-cent  duty? 

Mr.  Brown.  Yes,  sir.  It  is  absolutely  prohibitive.  We  can  not 
ship  soap  out  of  this  countiy.  We  can  not  sell  soap  in  South  Americt 
if  it  is  made  out  of  coconut  oil  that  costs  2  cents  a  pound  more  thm 
the  English  manufacturer  has  to  pay  for  his.  No  system  of  draw- 
backs can  be  worked. .  It  has  got  to  be  a  strictly  flexible  currcncrrf 
raw  material.  The  whole  American  vegetable  oil  and  fat  indnstiy 
is  on  the  offensive  with  the  exception  of  the  drying  oils,  such  as  lin- 
seed oil  and  flaxseed. 

The  oils  and  fats  in  this  bill  have  been  handled  so  imscientificallT 
that  under  the  operation  of  this  bill  the  farmer  has  got  less  p^ot(!^ 
tion  on  his  flaxseed  than  he  had  under  the  Underwood-Simmons  Act. 
and  the  crusher  has  six  to  seven  hundred  per  cent  more  protection 
on  the  oil.     The  same  thing  is  true  in  many  other  adiustments. 

Senator  Smoot.  Why  can  you  not  have  a  drawbaclc  ? 

Mr.  Brown.  The  soapmaker  is  dependent  on  a  very,  very  flexible 
supply  of  material.  It  may  be  tallow  to-day  and  sometliing  else 
to-morrow.  He  can  not  tell  what  his  soap  is  going  to  be  made  outrf. 
It  is  absolutely  impossible  to  take  an  order  for  soap  and  figure  just 
what  material  you  are  going  to  use  in  it. 

Senator  Smoot.  You  could  have  it  put  in  a  bonded  warehouse. 

Mr.  Brown.  It  would  increase  the  cost.  When  you  can  get  a  cake 
of  soap  at  a  nickel,  any  small  obstacle  in  the  way  simply  kills  yon 
with  foreign  competition,  because  the  foreign  manufacturer  does  not 
have  that. 

Senator  Walsh.  Do  you  claim  that  this  tariff  will  create  a  monop- 
oly of  the  crushers  and  that  they  can  charge  to  the  manufacturers  of 
soap  and  lards,  etc. ,  any  price  tliey  see  fit  f 

Mr.  Brown.  No,  sir.  T  would  not  say  they  could  do  that.  Our 
greatest  objection  to  the  bill  is  that  it  restricts  an  industry  which  is 
on  the  offensive.  We  are  the  biggest  in  the  world.  We  do  not  want 
any  protection.  We  want  to  remain  ofi  the  offensive;  we  want  to 
conduct  more  offensives.  We  want  to  go  out  of  the  countrj^  and  seD 
more  soap.  We  do  not  need  any  protection;  we  xlo  not  want  any. 
We  can  not  ]>enoHt  our  farmei*s  by  it,  because  tliey  are  dependent 
upon  continual  pushing  of  their  stuff  out  of  the  country  for  odiblo 
purposes. 

It  we  divert  those  lower  grade  oils  from  the  Orient,  such  as  sova- 
bean  oil,  Europe,  witli  their  lower  standard,  will  eat  those  oils.  \^<' 
can  soil  our  cottonseed  oil  at  a  much  better  price  than  we  can  i>uv 
the  bean  oil  for  our  soap.  If  the  tariff  is  going  to  be  impeseil  on 
these  oils,  our  own  product  is  goin^  to  be  forced  mto  the  soap  kelth': 
and  th(^  soap  maker  always  stands  like  a  donkey  about  payimr  a 
big  price  for  raw  materials^  because  his  one  proposition  is  to  sell  4 
cheap  cako  of  soap  to  the  American  people.  It  has  ^ot  to  be  cheap 
It  is  a  time  honored  proposition.     You  can  not  raise  trie  price  of  5<^sp 

So  that  the  whole  situation  is  such  that  a  tariff  is  not  proper <>n 
this  proposition. 

Senator  Walsh.  Wliat  is  the  comparison  between  tlie  cnishini' 
industry  and  the  manufacturing  industry  affected  by  those  oils? 

Mr.  Brown.  The  crushing  industry  is  a  perfectly  legitimate  induv 
trv,  and  we  favor  the  orushcT  going  aheiui  with  the  rest  of  us.    ^^ 
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\m  some  crushing  plants.  The  only  element  there  is  the  cost  of 
uslxing.  What  is  the  diflFerence  between  the  cost  of  crushing  in 
le  United  States  and  the  cost  of  crushing  abroad?  There  is  no 
fference.  We  know  it,  because  we  operate  the  plants  ourselves. 
Senator  Walsh.  What  per  cent  does  labor  account  for  ? 
jMt.  Brown.  The  labor  in  cottonseed  oil,  according  to  the  United 
:ates  Tariff  Commission,  which  surveyed  the  oil  mills  and  took 
le  pay  rolls,  is  5  per  cent  of  the  total,  but  we  have  got  a  duty  in 
, vor  of  oil  crushers  that  is  five  times  our  total  labor  cost.  The  ques- 
on  of  labor  cost  is  just  the  same  as  it  is  abroad.  There  is  very 
ttle  labor  in  the  crushing  of  oils. 

Senator  McCumber.  Yoxxt  time  has  expired. 

Mr.  Brown.  Some  of  the  witnesses,  Mr.  Chairman,  will  yield  some 
F  their  time  to.  me.     I  simply  want  to  drive  this  proposition  home. 

There  is  another  matter  I  want  to  refer  to,  if  I  may. 

I  might  say,  as  I  mentioned  before,  that  I  am  on  the  board  of 
rbitration  of  the  Interstate  Cottonseed  Crushers'  Association.  That 
ssociation  represents  760  cottonseed  oil  mills  in  the  United  States. 

In  the  cottonseed  oil  industry  there  was  a  small  group  of  people  in 
Jeorgia  and  a  few  other  States  who  thought  they  wanted  a  duty. 
^hey  got  their  State  associations,  through  the  president,  to  indorse 
heir  stand,  but  they  are  about  1  to  7  out  of  the  entire  industry. 
)ur  own  cottonseed  oil  mills  do  not  approve  of  a  duty  on  competing 
>il8. 

I  have  a  letter  here  written  by  Mr.  J.  J.  Lawton,  who  was  president 
ti  the  Interstate  Cottonseed  Oil  Crushers'  Association  until  May  20 
>f  the  present  year,  and  I  will  merely  quote  his  remarks  in  reference 
^  the  tariff  on  vegetable  oils: 

Now,  as  I  see  it,  whatever  the  effect  might  be  of  a  temporary  or  emergency  tariff, 
«re  would  gain  nothing  by  a  permanent  tariff  on  these  fata,  and  probably  lose  by 
reason  of  retaliatory  tar  A  legislation  in  ioreign  countries  that  would  snat  out  American 
commodities.  This  woidd  be  entirely  different  in  the  case  of  sugar,  of  which  the 
LTnited  States  uses  more  than  it  i)roduces,  and  a  tarii'f  of,  say,  5  cents  a  pound,  could 
be  put  on  imports  of  su^r  and  it  would  simplv  mean  an  advance  of  that  much  in 
su^r  price  to  every  user  in  the  United  States,  ^he  sugar  people  here  would  set  their 
price  by  the  price  of  imported  sugar,  including  the  import  duty. 

The  problem  of  the  American  oil-mill  industry  is  to  provide  world  markets  for  its 
products  and  a  merchant  marine  that  will  transport  them  abroad  as  cheap  or  a  little 
cheaper  than  the  ships  of  other  nations  can  carry  them. 

Mr.  J.  J.  Lawton  is  the  head  of  three  cottonseed  oil  mills.  His  home 
is  at  HartsviUe,  S.  C.  He  is  one  of  the  leading  men  in  the  industry. 
Along  the  same  lines  is  Mr.  Roger  W.  Babson^s  bulletin  with  reference 
to  vegetable  oils.     He  says : 

In  view  of  the  present  status  of  the  tariff  bill,  it  is  highly  probable  that  the  position 
of  the  United  States  in  the  world  vegetable  oil  market  will  be  materially  changed. 
The  advent  of  the  tariff  suggests  the  following:  (1)  A  market  decline  in  the  imports 
of  oils;  (2)  Far  Eastern  markets  trading  directly  with  Eiuopean  countries,  giving 
Europe  the  advantage  over  the  United  States;  and  (3)  a  dimmidiing  volume  of  ex- 
portation, reflecting  factors  mentioned  above  and  competition  in  such  countries  as 
Cuba  and  South  America. 

Mr.  John  Aspegren,  of  New  York,  who  is  chairman  of  the  foreign 
trade  committee  6{  the  Interstate  Cottonseed  Crushers'  Association, 
on  July  15,  1921,  addressed  this  short  letter  to  the  cottonseed  oil 
industry: 

Ti  '-^r  datft  of  March  15  I  addressed  a  letter  to  you  on  the  subject  of  a  propo3ed 
f  vegetable  oils,  which  had  been  advocated  by  some  people  in  our 
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industry.    In  the  meantime  the  emergency  tariff  bill  has  been  paaaed.  aad  Ok*  :  - 
tion  at  issue  now  is  what  should  be  done  in  regard  to  the  permanent  tariff  HT 

I  feel  that  I  would  be  remiss  in  my  duty  if  I  did  not  call  your  attention  to  t^   - 
that  since  we  passed  the  emergency  tariff  bill  Italy  has  retaUated  by  doak^^*    • 
duty  on  American  cotton  oil. 

I  might  add  that  we  shipped  100,000  barrels  of  cottonseed  • 
Italy  last  year.     Since  the  emergency  tariflF  bill  we  have  not  skr:- 

From  Rotterdam  and  north  Europe 

Senator  Dillingham.  When  you  were  selling  your  oil  in  T\ 
what  duty  did  you  pay  in  Italy  ? 

Mr.  Brown.  I  did  not  sell  any  myself.    Mr.  Barnes,  of  tb^  Pp»' 
&  Gamble  Co.,  will  be  able  to  answer  that  question.     He  will  ^'-    i 
me  in  just  a  moment. 

Senator  Walsh.  Do  you  know  what  percentage  of  the  cnh-:  ■ 
have  petitioned  for  this  tariff  ? 

Mr.  Brown.  I  imagine  about  half  of  them,  and  the  capftcitT  r-  - 
resented  by  some  would  be  75  per  cent.     I  think  in  the  case  d  Im.- 
oil  crushers  representing  75  per  cent  of  the  capacity  want  a  '.j 
tariff.     The  coconut  oil  crushers,  about  half  of  them,  have  t4kr-  . 
lot  of  liberty  with  information  that  they  have  given.     On*  •-' 
first  witnesses  before  this  committee  said  there  were  30  com  <t>- 
ing  firms  in  his  district  that  wanted  a  duty  on  coconut  ou.    T*  •-■ 
are  only  three  out  there,  and  I  have  a  long  letter  from  San  F^an^^■ 
which  wiU  be  presented  by  one  of  the  other  witnesses,  showing  t|. ' 
he  is  the  only  man  who  does  want  a  duty  in  that  district.    The  •t"- " 
two  are  members  of  our  organization,  and  they  do  not  waul  a"-- 
At  the  same  time,  their  assete  have  been  included  in  the  siatenm^ 
the  fellows  that  do  want  the  duty. 

The  new  president  of  the  Interstate  Cottonseed  Crushers*  Ask**-*- 
tion,  Mr.  Pat  Grogan,  Corpus  Christi,  Tex.,  has  practicallv  express^' 
himself  along  the  same  lines,  although  he  has  been  careful  to  restr.  " 
his  remarks  to  making  mention  of  the  fact  that  they  are  not  <^  J 
But  he  realizes  the  menace  of  a  duty  and  its  results. 

So  far  as  the  butter  people  are  concerned,  they  have  got  »  •»' 
problem  also.  They  can  not  separate  themselves  from  ds.  U  • '-' 
cottonseed  oil  is  backed  up  from  Europe  the  price  of  butter  h  ^•-*- 
to  be  low.  The  whole  industry  has  got  to  have  an  open  door,  t»:  *  *  ■ 
more  cottonseed  oil  we  get  rid  of  the  more  market  we  are  gw^^i  * . 
have  for  butter.  If  anybody  thinks  that  by  shutting  coconut  "- 
out  of  this  country  we  can  escape  the  effects  of  its  exxsiHkct,  b'  -• 
mistaken,  because  it  is  coming  right  around  here  and  will 

Senator  Dillingham.  Right  around  where  ? 

Mr.  Brown.  It  will  go  aroxmd  to  Europe  and  the  exports  r^- 
home  or  the  price  of  tnem  comes  down.    If  they  do  not  p>  t^- 
physically  they  are  affected  in  their  price.     Triis  [exhibiting  •• 
<^oconut  oil  as  it  comes  from  the  Far  East.    The  American  inda^'^ 
takes  it  and  makes  a  fine  white  oil. 

Senator  McLean.  In  the  spring,  I  remember  that  the  bur*' 
makers  of  the  North  complained  that  your  coconut  butter  serv-iN' 
competed  with  their  product. 

Mr.  Brown.  It  was  competing;  but  it  is  in  the  wcwld,  and  is  fc  • 
question  of  whether  they  would  rather  compete  with  it  at  htXDt  < 
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somebody  else  take  it  and  make  mone^  out  of  it.  If  it  has  gone 
b  to  Europe  so  much  more  cottonseed  oil  would  have  come  home 
n-d  tiliey  would  have  had  that. 

Senator  McLean.  But  if  you  did  not  export  butter  and  if  you 
ept  out  the  coconut  oil  it  would  help  the  American  butter  maker. 

Mi".  Brown.  No,  sir;  I  do  not  think  it  would  help  him  a  bit.  The 
nTLce  of  the  cottonseed  oil  would  be  lower 

Senator  McLean.  I  am  not  talking  about  your  industry. 

Mjt-  Brown.  You  would  have  your  substitutes. 

Senator  McLean.  Do  they  make  butter  out  of  cottonseed  oil  ? 

Mir.  Brown.  Yes,  sir. 

Senator  Walsh.  All  these  oils  are  interchangeable,  are  they  not  ? 

Mr.  Brown.  To  a  great  extent.  Soya  bean  oil  is  an  inferior  oil. 
Cottonseed  oil  is  the  premier  oil  of  the  world.  It  has  a  high  teeter — 
tKat  is,  will  harden.  It  has  a  high  flavor,  and  fine  color.  Soya  bean 
oil  lias  none  of  those  things.    It  is  really  unfit  for  anything  but  soap. 

During  the  war,  when  uiere  was  a  tremendous  shortage  of  fats,  we 

f>ut  Tip  with  some  inferior  oils  for  edible  purposes.  In  our  compound 
ard  in  1918  we  used  about  5  per  cent  oi  soya  bean  oil;  but  that  was 
a  ^^ar  necessity.  This  oil  is  essentially  a  soap  oil.  It  will  not  bleach, 
it  is  not  hard,  and  it  ha^  not  a  good  taste. 

Senator  Reed.  I  just  came  in,  and  I  would  like  to  ask  you  to  state 
what  you  have  undoubtedly  already  stated.  I  did  not  get  your 
name  and  I  have  not  got  your  business  association. 

Mr.  Brown.  Senator,  my  name  is  C.  Rogers  Brown.  My  home  is 
in  Seattle,  Wash.,  and  I  am  representing  the  American  soap  industry 
ajid  some  of  the  varnish  industries  and  several  other  industries  that 
use  these  oils  and  fats.  Our  proposition  is  that  we  are  on  the  offensive 
and  we  want  to  keep  on  the  offensive. 

Senator  MgCumber.  Mr.  Brown,  you  have  now  taken  the  time  of 
two  witnesses,  and  the  rule  has  been  adopted  that  there  shall  be  15 
minutes  allowed  to  a  witness. 

Mr.  Brown.  WeU,  sir,  the  other  witnesses  will  yield,  I  think.  I 
will  take  about  two  minutes  more,  and  then  we  will  finish  up  in 
schedule  time,  if  that  is  permissible.  I  reaUy  believe  that  I  will  be 
able  to  give  y;ou  more  information  than  you  will  get  otherwise  in 
three  or  four  times  as  much  time. 

Senator  MgCumber.  We  have  a  large  number  of  witnesses  to  be 
heard  this  afternoon. 

Senator  Reed.  You  said  a  moment  ago  that  you  were  on  the 
offensive.  You  mean  by  that  that  you  are  shipping  your  material 
to  Europe  ? 

Mr.  Brown.  Lard  is  going  out — everything  is  going  out  of  the 
country;  soap,  paint,  varnish — the  whole  industry  from  A  to  Z  is  on 
the  offensive. 
Senator  Reed.  That  is,  you  are  trying  to  get  a  world  market  ? 
i(fr.  Brown.  We  have  no  tariff  problem.  We  do  not  want  any 
higher  duties  on  our  finished  products,  and  we  simply  want  to  get 
our  raw  materials.  I  have  analyzed  the  flaxseed  schedule  imder  tne 
tariff  act  of  1913.  The  duty  on  a  gallon  of  Unseed  oil  was  10  cents. 
There  are  2.4  gallons  of  linseed  oil  in  a  bushel  of  flftx.  Therefore  the 
duty  on  the  bushel  of  flax  as  expressed  in  oil  was  24  cents.  There 
was  a  differential  of  3  cents  in  favor  of  crushers  in  the  United  States. 
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Under  H.  R.  7456  the  per  pound  duty  on  linseed  oil  k  24 
With  7.5  pounds  to  the  gallon — they  express  it  in  this  bill  in  p 
in  the  other  it  was  in  gaUons — ^it  is  18|  cents.  The  total  on  a 
basis  is  45  cents.  The  fanner's  rate  of  protection  under  H.  R  Tx' 
is  25  cents  a  bushel;  but  the  Payne-Aldrich  drawback  hw  ^ 
placed  in  this  bill  and  it  renders  this  rate  of  duty  inoperatiTe  bert-.. 
all  of  the  linseed  cake  that  comes  into  the  country  is  rMxpert- 
That  is,  we  export  more  linseed  cake  than  we  bring  in  in  the  ms 
seed. 

We  have  a  letter  from  the  Department  of  the  Treasury  indiea?.- . 
that  they  expect  a  drawback  to  work  the  same  in  this  bill  as  it  die 
the  old  bill.     There  is  a  decrease  of  2^  cents  a  bu^iel  on  the  fiax.-^ 
and  an  increase,  of  23^  cents  in  favor  of  crushing  in  this  comUrr 

The  28  paint  and  varnish  manufacturers  that  are  in  our  Borv* 
are  simply  interested  in  having  fair,  equitable  duties  iaiput- 
On  flaxseed  the  duty  will  operate  because  we  have  a  deficiencv  m  u 
country.  If  it  is  the  policy  to  give  the  fanner  who  grows  fiai.«<r- 
a  subsidy 

Senator  Watson.  Do  yon  handle  linseed  oil  and  flaxseed  oil  to** 

Mr.  Brown.  In  a  limited  way — not  flaxseed,  but  some  littw^  • 
in  a  limited  way. 

Senator  McLean.  According  to  your  view  there  is  no  escape  fur  *: 
farmer  as  against  the  competition  with  vegetable  oil  ( 

Mr.  Brown.  Not  in  the  nondrpng  group.  In  the  drying  fn». 
there  is. 

Senator  McLean.  That  is  the  important  group,  is  it  not  ? 

Mr.  Brown.  Yes,  sir;  75  per  cent  of  the  proposition. 

Senator  McLean.  Your  view  is  that  there  is  no  escape  from  it 

Mr.  Brown.  Yes,  sir;  there  is  nothing  to  escape  from.     We  ir*- 
the  best  position  now  in  the  world.     Values  are  down  now. 

Senator  McLean.  You  are;  but  if  this  continues  and  the  nu:-. 
facture  of  these  substitutes  increases,  the  competition  will  be  t< 
fierce  against  tfee  butter  industry.  'Hiere  is  no  doubt  about  v  i 
You  claim  that  it  is  just  as  good 

Mr.  Brown.  I  tell  you,  Senator,  the  competition  is  not  iifr 
except  when  prices  get  so  high  that  it  is  really  needed  as  a  l^vr*' 
for  tne  effect  of  the  butter.     When  butter  is  at  a  reasonable  pr 
the  consumption  of  margarine  goes  away  down.    The  coogamp* 
of  margarine  has  been  almost  nothing  in  the  last  few  months. 

Senator  McLean.  What  does  it  cost  you  to  make  a  poufri 
cottonseed  oil  butter  ? 

Mr.  Brown.  I  can  not  say.     Mr.  Barnes  will  be  able  to  tell  t<.j 

We  are  simply  interested  in  having  the  whole  oil  schedule  a(fja»'*' 
on  a  good,  sane  basis  where  the  duty  will  not  vary.  We  do  not »»: 
any  duty.  We  want  to  export  our  finished  product ;  and  wlnw  t* 
domestic  crushing  industry  is  involved  they  should  all  bring  tr*  ■ 
crushing  interests  before  the  committee  and  if  they  need  any  v' 
tection  theyshould  show  exactly  how  much  they  need,  and  wbj 

Senator  Watson.  You  would  be  satisfied  to  have  fine  tnik 
all  these  oils,  would  you  not  ? 

Mr.  Brown.  No;  1  am  not  a  free  trader.     I  do  not  belirtr  • 
applying  protection  where  it  will  not  work,  because  then  it  be(««v" 
a  menace. 
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►enactor  Watson.  You  spoke  in  opposition  to  this  proposed  tiwiff, 

voix  xiot? 
iTr.    Bbown.  Yes,  sir;  we  are  opposing  it  as  far  as  vegetable  oils 

coixoerned,  because  it  will  do  us  a  lot  of  harm. 
>eTwitor  Smoot.  Two  cents  will  do  you  a  lot  of  harm  ? 
Ar.  Bbown.  It  wottld  be  prohibitive. 
^nator  Smoot.  What  will  Id  cents  do  you  ? 

ifr.  BjROWN.  We  will  simply  have  to  go  into  some  other  line  of 
diness;  that  is  all.  We  nave  built  up  a  tremendous  industry. 
e  ^war  gave  us  a  great  opportunity  and  we  made  the  best  of  it. 
r  plants  were  all  increased.  We  have  increased  manufacturing 
^ax^ity  to  use  all  these  raw  materials ,  and  if  we  do  not  get  the 
iv  materials  the  added  manufacturing  capacity  lies  idle.  You 
n  not  get  away  from  it. 

I  tliink  I  have  been  perfectly  consistent."  I  admit  that  where  wp 
ve  a  deficiency  in  a  product  a  duty  will  raise  the  value  of  it  for  the 
xicMlturist.  Where  we  have  a  surplus  I  think  it  is  axi<;matic  that 
will  not. 

Thank  you  very  much,  sir. 
The  Chairman.  The  next  witness  will  be  Mr.  Chittenden 

rAT£X£VT  OF  W.  B.  GHITTENDEV,  BEPBESEFTING  PEET 

BB08.  KAVTJFAGTUBINO  CO. 

Mr.  Chittenixen.  Mr.  Chairman  and  gentlemen  of  the  conmiittee, 
ly  name  is  W.  B.  Chittenden.  I  represent  the  Peet  Bros.  Manu- 
icturing  Co.,  of  Kansas  City,  Kans. 

Senator  Watson.  What  do  they  make  ? 

Mr.  Chittenden.  They  are  soap  manufacturers. 

Senator  Smoot.  You  are  interested  in  cottonseed  oil? 

Mr.  Chittenden.  Yes.  I  would  like  to  say  a  few  words  on  the 
proposed  duty  of  2  cents  per  pound  on  oriental  cottonseed  oil.  This 
luty  on  oriental  cottonseed  oil  or  on  foreign  cottonseed  oil  would 
ibsolutely  stop  imports  and  produce  no  revenue  whatever.  Inas- 
nuch  as  the  foreign  oil  is  of  verj  inferior  (juality  and  fit  only  for 
iie  soap  kettle,  it  does  not  come,  m  competition  with  the  high-grade 
lomestic  American  cottonseed  oil,  which  is  used  almost  entirely  for 
edible  purposes;  and  the  proposed  duty,  therefore,  would  seem  to  be 
k)tally  lacking  in  purpose,  not  only  in  respect  of  the  nonrevenue- 
>roducing  feature,  but  because  it  would  furnish  no  protection  to 
the  American  industries. 

While  the  imports  are  small,  yet  they  are  very  desirable;  that  is, 
the  import  of  crude  cotton  seed  is  small,  yet  it  is  a  very  desirable 
^rade  of  oil  to  the  maker  of  soap  who  uses  that  grade  of  oil. 

I  could  give  you  very  briefly  the  figures  for  flie  last  few  years, 
^oing  back  to  1911,  but  you  gentlemen  have  not  seen  fit  to  go  back 
that  far,  so  that  I  shall  go  back  only  as  far  as  1916,  when  the  imports 
were  sixteen  and  a  half  miUion  pounds;  in  1917  there  were  13,800,000 
pounds;  in  1918,  18,000,000  pounds;  in  1919,  27,000,000  pounds; 
aud  in  1920,  a  little  over  9,000,000  pounds. 

Almost  the  entire  importation  oi  crude  cottonseed  oil,  or  foreign 
cottonseed  oil,  has  been  from  the  Orient.  A  gentleman  this  morn- 
iog  sfttd  that  a  great  deal  came  in  from  the  Netherlands,  Belgium, 
And  France,  but  I  have  yet  to  hear  of  any  coming  from  those 

countries. 
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Senator  Dillinpgham.  Where  do  you  say  it  comes  from  f 

Mr.  Chittenden.  From  the  Orient;  mostly  from  China. 

The  imported  oil  is,  as  I  sbj,  of  an  inferior  quality  and  is  c  ■' 
for  edible  purposes;  therefore  it  does  not  come  in  compethmc  v--. 
the  American  oil. 

Senator  McCumber.  Is  none  of  the  American  cottonseed  od  -^ 
for  soap  purposes  ? 

Mr.  Chittenden.  Only  when  it  is  off  grade,  or  the  price  »  •• 
tremely  low. 

Senator  McCumber.  And  that  is  an  infinitesemal  part  of  it  s&  * 

Mr.  Chittenden.  Yes. 

Senator  Smoot.  Is  there  something  in  the  process  thai  makfr 
an  inferior  grade  ? 

Mr.  Chittenden.  It  lies  in  the  process  of  manufacture  and  ir  *: 
lack  of  care  taken  in  protecting  the  seed  at  the  time  of  gatherer 

I  have  said  that  the  imported  cottonseed  oil  is  used  only  for  - . 
making.    The  imports  are  largely  throtigh  Puget  Sound  port*  ■_ 
San  Francisco.  .  Inasmuch  as  the  American  buyers  require  cbic^  - 
analyses  of  their  purchases,  they  arrange  to  have  these  oils  te^*«.  ■ 
arrival  at  Pacific  coast  ports.     I  am  attaching  to  a  short  brief '-. 
I  am  going  to  file,  with  your  permission,  letters  from  recogL*- 
chemists  on  the  coast,  stating  that  those  are  of  very  poor  qui. 
and  are  not  fit  for  edible  purposes;  that  in  many  instances  tbej  i: 
resold  here  after  rejection  barely  for  the  price  of  cooperage.    7" 
Bureau  of  Animal  Industry,  I  imderstand,  will  not  permit  orvt  . 
cottonseed  oil  to  be  used  in  edible  products;  that  is,  they  rrfuM  * 

?ass  upon  it.     Those  letters  to  which  I  have  referred  arc  sm^rt : 
shall  not  take  time  to  go  into  that  particular  matter  any  fori-- 
but  I  will  put  them  in  the  record.    The  certificates  of  these  checi- ■ 
at  San  Frandsco  will  conclusively  corroborate  our  contentioo  •!• 
it  is  nonedible. 

Senator  Watson.  What  you  want  is  free  cottonseed  oU  I 

Mr.  Chittenden.  Yes,  sir. 

Members  of  the  Bureau  of  Raw  Materials  of  the  American  V#f- 
table  Oil  and  Fat  Industry  afflree  that  thev  have  at  no  time  fk*.-- 
food  cottonseed  oil  from  abroad  where  it  will  refine  for  edible  parp*^ 

The  quantity  of  cottonseed  oil  imported  is  relativelv  inaignit<*" 
The  importations  in  1920  amoimted  to  9,500,000  pounds.    Ln<ler  t* 
most  favorable  conditions  ever  existing  for  the  importation  of  t«\- 
table  oils  into  this  country,  the  maxnnum  amount  import^i  »i* 
27,800,000  pounds  in  the  calendar  year  of  1919.     When  we  oi«i?i' 
this  importation  with  1,500,000,000  pounds  of  domestic  cott*^-' 
oil  ordinarliy  produced  in  the  United  States,  it  can  be  readilj  ^  ■ 
that  there  is  no  element  of  protection  involved.    The  United  !*••   • 
produces  three-fourths  of  toe  world's  needs — millions  of  b«rp.- 
and  naturally  the  American  cottonseed  oil  industry  requires  c-  v- 
tection  from  vegetable  or  animal  oils  or  from  tlie  entire  grw:: 
vegetable  and  animal  oils  that  are  considered  in  the  grmip.  * 

The  price  of  domestic  cottonseed  oil  during  toe  years  1913  •- 
1914  ranged  around  4.5  to  6,5  cents  per  pound.  Tms  nonnAl  tt 
has  obtained  during  the  greater  portion  oi  this  season— 1921.  vf 
domestic  cottonseed  oil  selling,  under  normal  conditions,  At  an  s*  ' 
age  price  of  5  cents  per  pound,  it  can  be  seen  that  a  duty  of  2  •"■: 
)cr  pound  on  the  interior  inported  cottonseed  oil  would  cau«e  »N 
utoly  the  stoppage  of  the  imports. 
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oi^a,tcr  McCuMBEB.  Suppose  you  were  to  have  what  would  in 

ct     aomount  to  a  prohibition  or  embai^o  on  the  importation  of 

=?e?    ixrferior  grades  of  oil,  what  would  be  used  for  soaps  in  their 

?e  ?       I  mean  in  place  of  the  foreign  oils  ? 

Ix",     Chittenden.  We  would  have  to  produce  some  low  grade 

ma.1  grease. 

enator McCuMBEB.  Would  you  use  cottonseed  oil? 

!lr.    Chittenden.  Yes;  ^^nd  cottonseed  foots,  the  residue  of  the 


senator  Smoot.  You  can  not  make  white  soap  that  way,  can  you? 
^Ir.  Chittenden.  No,  sir. 

.  stated  that  the  imports  of  cottonseed  oil  are  not  large.  Yet  it  is 
i  of  the  several  vegetable  oils  which  have  been  on  the  free  list 
ich  liave  collectively  through  the  opportunity  of  selection  offered 
ibled  the  laundry  soap  manufacturers  of  this  country  to  maintain 
^e-ry  low  price  right  along  on  common  laundry  soaps. 
rYie  imposition  of  a  duty  on  any  of  these  vegetable  oils,  or  animal 
s,  T^liicii  constitute  the  raw  materials  of  the  industry,  and  which 
ve  been  on  the  free  list,  would  result  in  a  complete  readjustment  of 
B  soap  industry  and  in  an  increase  in  the  cost  of  soap  to  the  con- 
mers ;  and  inasmuch  as  soap  is  an  absolute  necessity  and  is  probably 
ed  to  a  greater  extent  in  the  household  daily  than  any  other  article 
at  enters  the  door,  it  will  place  an  additional  burden  on  every 
rally  in  the  land. 

Senator  Smoot.  Are  you  quite  sure  that  there  is  none  of  the  impor- 
tion  of  cottonseed  oil  or  coconut  oil  that  is  imported  into  this 
>untry  that  is  converted  into  edibles  or  is  used  for  edible  purposes  i 
Mr.  Chittenden.  I  am  quite  sure  as  regards  cottonseed  oil.  It  is 
3t  suitable  for  edible  purposes.     The  oil  runs  extremely  high  in  acid. 

Senator  Smoot.  Do  you  know  anything  about  whether  the  coconu  t 
la  imported  into  this  country  are  of  as  good  quality  as  those  manu- 
ictured  in  America  ? 

Mr.  Chittenden.  We  can  import  as  good  coconut  oil  into  this 
ountry  as  we  manufacture. 

Senator  Watson.  Do  you  use  coconut  oil  ? 

Mr.  Chittenden.  Yes. 

Senator  Watson.  In  the  manufacture  of  soaps  in  your  factory  ? 

Mr.  Chittenden.  Yes. 

Senator  Smoot.  Do  you  use  that  in  white  soaps  ? 

Mr.  Chittenden.  Yes. 

Senator  Smoot.  That  is  getting  to  be  popular  now — the  manufac- 
ure  of  white  laundry  soaps. 

The  Chairman.  We  will  now  hear  from  Mr.  B.  E.  Renter. 

(Brief  submitted  by  Mr.  Chittenden  is  here  printed  in  full,  as 
ollows :) 

3riep  op  the  Bureau  op  Raw  Materials  for  American  Vegetable  Oils  and 
Fats  Industries  on  Oriental  Cottonseed  Oil  (Par.  50,  Schedule  1). 

^  A  duty  of  2  cents  per  pound  ie  proposed  on  cottonseed  oil  in  the  Fordney  tariff  bill , 
S\ich  a  duty  would  cause  a  stoppage  of  the  comparatively  small  imports  of  this  soap- 
making  oil  and  would  be  productive  of  no  revenue. 

Inasmuch  as  the  foreign  cottonseed  oil  which  is  imported  into  this  country  is  of 
^Titerior  quality  and  fit  only  for  soap  making,  it  is  noncompetitive  with  any  of  our 
domestic  oils,  and  the  proposed  duty  therefore  would  seem  to  be  totally  lacking  in 
purpose,  not  only  in  respect  to  its  nonrevenue  producing  features,  but  because  it  will 
*\mii8h  protection  to  no  American  product. 
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-  f 'ven  fit  for  we  in  soap.    We  have  seen  oil  that  had  a  refining 
"lit . 

<lorable  difficulty  in  dispoeing  of  some  lots  of  oriental  cotton- 
"  in,  because  of  its  poor  quality.    Such  lots  have  lain  on  ^e 

•  nir  or  more  before  finding  a  purchaser,  and  have  been  sold  for  a 
>  Kf^  of  the  barrels. 

'  iontal  cottonseed  oil  known  as  ''semirefined.''  This  had  some 
hilt  even  this  is  not  much  better  than  the  crude  American  oil. 

~ '  hie  to  bleach  or  deodorize  it  to  suit  the  American  tastes.  The 
ioaat  will  have  nothing  to  .do  with  oriental  cottonseed  oil,  as 

-  crnonts  to  us  and  our  experience.    Instead  they  bring  cotton- 

•  «-rn  States,  paying  high  freight  rates  rather  than  use  the  much 

To  it.M  introduction  has  been  its  variable  quality.     Users  of  oil 

•  von  if  that  ^nde  is  poor.    Oriental  ottonseed  oil  has  varied 
ri  any  other  oil  imported  from  the  ^^ent. 

I.  F.  Laucks  (Imc), 
H.  P.  Hanks. 

I  before  me  this  2oth  day  of  July^  1921,  U.  P.  Banks,  known  to 
•  joing  to  be  true  to  the  best  of  his  knowledge  and  belief. 

L.  W.  EaEBTSKX, 

Sotary  Pnhlir  in  and  for  the  State  of  WoMnfUnu 


f^AJi  Fraxcihco,  Jfjbj  29,  19tl, 

MMITTEE, 

IVa-thington,  D.  C. 

<  <  >n^'emiiig  the  propofi«ed  permanent  tariff  on  oriental  veeetable 
'f-ntion  to  the  fact  tnat  oriental  cottonseed  oil  mentioned  therein 
i  :<  t  and  can  in  no  way  compete  with  American  oil. 
*  y  of  this  oriental  cottonseed  oil  makes  it  onl)^  usable  as  a  sub- 
iUKturing  purposes  and  does  not  compare  with  our  domestic 
-  objected  to  by  the  edible  oil  manufactureni  on  account  of  its 
N  '  olor.  and  lack  of  bleaching  quality,  while  its  flavor  is  notice- 
.•>  to  these  tects  this  oriental  oil  has  never  to  <niT  kwjiwiedee  been 
.r  domestic  cottonseed  oil.  it^  uee  l>eing  <^'onfined  to  the  soap 

-•a*wi  some  tim*-  aeo  by  I.  K.  l^firkm    Jnr-    .  a  well-known  firm 

Me,  in  tame  «^^.flTesporjden<"e  we  ^e^'iewed.  that  dark  Chinese 

.  y  worthy  of  beinir  called  edible.    Thif,  statement  appeus  to  be 

■  •  pmacpt' consideration  before  your  fffmmittee.     We  only  kiMW 

.'i'  ee  where  orj^&tai  rotionseed  oij  wa«  'i«ed  in  the  preparation 
.  i  this  durir^r  the  periryl  of  ih*-  war  when  f/*iT  domeirtic  oil  was 

a: A  the  s>jpply  ron«"h  Wow  the  demand. 

Tjiii  facts  of  liiMji  kuA  wiJl  V^e  tak'^i  into  ^fffiint  in  considering 

T*f^  oil«  on  wt.i'h  tanff  l*  propo^yf. 

*  •  • 

^.r;irn«  A  ToMncI^fc. 

hv  P.    W.  ToMFKfS^' 

i**^  yt*3^iTA\sA  by  '.•^I'-Kil'^*  at  '^*^»'ie  and  ^an  Prary>^'o.  where 
»mporta*i',rA^  f^u"*^.  '.o.vr.*iv*-iv  ^  ^^rro'y>rat/f  o*/  «ta»*^2:*T.*  that 

:i  M  of  vain*-  or-.v  a«  a  *fr^\»  on 
the  BiireaM?  <yf  Haw  NU'^-rui^  for  the  \xu*^-ui  V<«retable  Oils 

Abo  are  r»^jnef»  of  .-*-'/«^^'/:e  o:i*  '*'it*^,  *tix\  *ti*^/  f*a'.e  a?  u,  time 

't'^x,  t f**jA^*'*^  o..  »f..'rj  j/f'/i.'ed  »st* ^ta/ */jry  re*.'»^  »'he& 


".  rirj'Ot'rf^  >-.>.;.*  rf.  ft,. r  ;».-':o' r>T  a-.t. 
(-•'»'  o:.i>  5>  $>  ''///  rx.  .f-'i«!  *i'.nf^'d  'he  'laler.dki 
*>.*-  .'/.i  'i/.'  .;.'.  i/.'.'.  .!.• .;.'.  ''.rr^'i  ■»**  :^.^< .- 

i«rt.  v.i!  :t.ere  -«  i*c  e^ec^w;*  o^  pr^xjirtioa 
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involved,  and  to  say  that  American  cotton  seed  needs  any  protection  from  the  impci- 
tations  of  foreign  cottonseed  oil  would  be  as  sensible  as  to  state  that  an  elenauit 
required  protection  from  the  predatory  inclinations  of  a  humming  bird.  The  United 
States  produces  three-fourths  of  the  world's  supply  of  cottonseed  oil.  It  has  an  ei- 
portable  surplus  of  millions  of  barrels  annually.  The  American  cottonseed  oil  indus- 
try requires  no  protection  from  any  other  vegetable  oil  or  animal  oil,  or  the  entire 
group  of  vegetable  and  animal  oils  considered  in  the  aggregate. 

PROPOSED   DUTY   WOULD   MEAN   STOPPAGE   OP  IMPORTS. 

The  price  of  domestic  cottonseed  oil  during  the  season  of  1913-14,  a  prewar  setton, 
ranged  around  4^  to  6^  cents  per  pound.  This  normal  price  has  obtained  during  the 
greater  portion  of  1921.  With  choice  domestic  cottonseed  oil  selling  imdernonBil 
conditions  at  an  average  price  around  5  cents  per  pound,  it  can  be  readily  seen  thit 
a  duty  of  2  cents  per  pound  on  the  inferior  imported  cottonseed  oil  would  canae  an 
absolute  stoppage  of  imports. 

We  have  stated  that  imports  of  cottonseed  oil  are  not  large,  yet  it  is  one  of  the  sev. 
eral  vegetable  oils  which,  being  on  the  free  list,  have  collectively  throup;h  the  oppor- 
tunity of  selection  offered  enabled  the  laundry  soap  makers  of  the  United  States  to 
maintain  a  uniformly  low  price  on  common  soap. 

The  imposition  of  a  duty  on  any  of  those  vegetable  or  animal  oils  which  consdttite 
the  raw  materials  of  the  industry  and  which  have  been  on  the  free  list  would  resolt 
in  a  complete  readjustment  of  the  soap  industry  and  a  residting  increase  in  the  coet 
of  soap  to  the  consumer,  and  inasmuch  as  soap  is  an  essential  in  every  household, 
there  would  be  imposed  an  undue  burden  upon  the  average  family  of  small  income. 

We  respectfully  request,  therefore,  that  cottonseed  oil  and  similar  soap-making  oib 
be  retained  upon  the  free  list. 

Respectfully  submitted  by  Ward  Chittenden,  Peet  Bros.  Manufacturing  Co.,  Geage 
Schroeder,  James  S.  Kirk  &  Co.,  John  A.  Berghoff,  Rub-No-More  Co. 

STATEMENT  OF  MR.  B.  E.  REUTEB,  CONSULTING  ENGINEES. 
COMMERCIAL  TRUST  BUILDING,  PHILADELPHIA,  PA. 

Senator  Watson.  Whom  do  you  represent  ? 

Mr.  Reuter.  The  Bureau  of  Raw  Materials  of  the  Animal  and 
Vegetable  Fat  Oil  Industry.     I  shall  speak  on  castor  oil  and  rapeseed. 

The  recent  bill,  H.  R.  7456,  places  a  duty  of  4.5  cents  a  pound  on 
castor  oil  and  thereby  does  nothing  more  than  create  a  suDsidy  for 
the  crushers  of  castor  oil.  Where  they  now  have  three-quarters  per 
cent  per  pound  difference  between  the  imported  material  and  im- 
porting the  seed,  the  4.5  cents  per  pound  on  castor  oil  makes  an 
extra  profit  for  the  crusher  and  discriminates  in  favor  of  one  industn* 
and  against  the  other. 

vSenator  Smoot.  What  do  you  suggest  ? 

Mr.  Reuter.  There  should  not  be  any  duty  on  it.. 

Senator  Smoot.  In  otlier  words,  it  should  be  free  ^ 

Mr.  Reuter.  Yes:  as  well  as  the  beans.  They  are  so  closely  allied. 
They  are  used  for  nothing  else.  Beans  are  used  for  crushing  oil. 
We  are  not  an  importing  nation  as  respects  castor  oil.. 

I  remember  that  during  the  war,  wnen  I  was  chief  of  the  fats  and 
oil  division  in  Mr.  Hoover's  cabinet,  and  had  charge  of  the  different 
fats  and  oils,  the  Signal  Corps  asked  us  for  more  castor  oil.  We 
could  not  produce  a  satisfactory  amount  for  airplane  service.  As  you 
probably  know,  it  is  very  valuable  for  lubrication.  We  import,  in 
normal  times,  practically  none.  We  did  go  up,  in  recent  years  and 
during  the  war,  eight  and  ton  million  pounds,  but  that  has  dropped 
down  to  about  1,000,000  pounds.  We  do  not  produce  many  of  tlie 
beans.     We  import  the  castor  bean  to  make  the  oil. 

Castor  oil  is  consumed  in  two  principal  ways.  A  small  amount  is 
used  for  medicinal  purposes — a  very  small  amount — and  a  large 
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1!   tlie  industry,  in  soap  manufacture,  and  in 
ir  you  put  on  a  duty  of  4.5  cents  a  pound, 

■  I')  another  industry.    If  we  were  producing 

■  iiig  oil,  it  would  necessitate  a  duty,  but  we  are 
'■xport  some  castor  oil. 

••  produce  a  small  amount.     We  import  rape- 

;  i\.  and  it  is  used  here  for  lubrication  and  tor 

1  edible  oil  on  the  continent  of  Europe.    Our 

is   very  small,   being  about  one-hali   million 

:ii'.     In  1919  we  (fid  produce  a  million  and  a 

mported  the  balance  of  our  requirements.     By 

,  of  4.5  cents  a  pound  with  the  beans  at  half  a 

tc  a  subsidy  for  the  crusher  of  3\  cents  profit, 

the  Underwood  Act,  he  had  three-fourths  per 

piissed  on  down  to  the  manufacturer  who  uses 

.isH  it  on  to  the  product  he  produces.     The  tariff 

_'ives  the  crusher  a  li  cent  subsidy  over  the 

Iho  act  of  1913  the  duty  on  castor  oil  was  12 

cU  is  equal  to  30  cents  a  bushel.    Under  the 

nits  per  pound  on  the  oil,  which  is  equal  to  36 

Kw  of  these  facts  we  feel  that  it  should  come  in 

puld  be  no  duty  at  all  on  the  castor  oil.     There 

ion  because  there  is  nothing  to  protect  it  from. 

■  111  we  would  probably  need  a  tariff.     Of  course, 
■■••-  the  committee  desires  to  view  the  matter. 

Iiem  an  extra  profit  of  3i  cents  a  pound  on  the 

1^;  the  profit  on  the  bean,  you  really  charge  it  up 

iiintry. 

-tions  that  members  of  the  committee  desire 

lor  oil  orrapeseed  oil? 

■  they  any  questions?     There  seem  to  be  none. 

I  wish  to  present  this  brief. 

iir  statement  will  be  printed  as  a  part  of  your 

tred  to  is  as  follows:) 
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TarilT  act  of  1913. 
H.  R.7456....... 


Resulting  changes . . 


Duty  on  castor  oil. 


12  cents  per  gallon«»30  cents  per 

bushel  of  beans. 
44  cents  per  pound«36  cents  per 

fi;allon»90  cents  per  bushel  of 

beans. 
Increase  of  24  cents  per  gallon 


Duty  on  castor  beans. 


15  cents  per  bushel . 
25  cents  per  bushel. . 


Dtllcr«Bn  :«T « 

the  oil 


15  cents 
6r»  cmt« 


pw  *»^w:- 


Increase,  10  cents  per     Incraase. 
bushel— 66  per  cent         huibal' 


A  gallon  of  castor  oil  is  calculated  as  being  8  pounds.    Castor  bean^  yield  40  (i»*  - 
of  castor  oil,  hence  an  exact  compensatory  duty  on  oil  should  be  a  rate  on  2n  j*  - 
of  oil.    That  would  be  equal  to  die  duty  on  1  bushel  of  castor  beans.    In  H.  R 
the  duty  on  a  bushel  of  castor  beans  is  25  cent«.    A  duty  of  25  cent« on  '20  pi^b** 
castor  oil  would  be  at  the  rate  of  1^  cents  per  pound.    Therefore,  on  the  hmA- 
produced,  H.  R.  7456,  with  the  duty  of  4i  cents  per  pound,  creates  a  sulyid.* 
cents  per  pound  of  oil  for  the  American  crusher.    In  the  tarifiF  act  of  1913. 00  tt-   - 
of  15  cents  per  bushel  duty  on  beans,  the  duty  on  20  pounds  of  cantor  oil  roDtec  il 
15  cents,  or  at  the  rate  of  three -fourths  cent  per  pound,  and  with  a  duty  oc  ** 
oil  of  12  cents  per  gallon  or  li  cents  per  pound,  the  domestic  criwher  wa?  pr  ■"- 
by  three-fourth  cent  per  pound.    Therefore,  on  the  basis  of  oil  the  oil  i.r^ai'' 
H.  R.  7456  is  given  what  can  only  be  termed  a  subsidy  of  3  J  cents  per  fiouod  «* 
four  times  the  protection  established  in  the  act  of  1913. 

On  the  basis  of  bushels  of  castor  beans  crushed  by  American  ca<ifor  oil  n*..** 
rate  of  protection  afforded  by  the  tariff  act  of  1913  was  15  cents  per  hu«(hel     )t  i'  . 
7456  the  rate  is  so  increased  that  the  differential  of  65  per  cent  per  bta4iei  «'an  ■ 
be  termed  a  subsidy  and  it  represents  an  increase  of  333 J  per  cent. 

The  principal  crushers  of  castor  beans  are  located  in  England.  Fnnoe,  a^:   ' 
United  States.    All  are  required  to  bring  the  supplies  of  castor  heann  {rul  U 
Brazil,  Indo-China,  and  Manchuria  and  the  American  crusher  is  at  no  diAd^'a:'JL- 
in  securing  his  supplies. 

We  refer  your  committee  to  the  brief  of  the  Baker  Taator  Oil  Co..  Xew  \«rt 
appearing  on  page  1836  of  the  volume  entitled    *  Tariff  information— H««n£» 
General  Tariff  Revision  Before  the  Committee  on  Wa^rs  and  Means.** 

We  deaire  to  refer  to  some  of  the  statements  offered  m  this  brief  in  favor  o^  *  -w* 
tariff  on  castor  oil  but  which  are  not  supported  by  definite  information  of  tfc»  ^  * 
that  should  be  required  by  your  committee. 

Apparently  reference  is  made  in  this  brief  to  a  lot  of  1.200  tons  of  casior  al  ••"^"' 
for  sale  to  the  United  States  from  Marpeilles,  France,  at  leas  than  s  cenu  per  ;•  - 
c.  i.  f..  New  York,  in  December,  1920.    Previoiis  to  this  statement  it  i*  «(tai««i  't. 
castor  beans  were  offered  in  the  same  month  and  year  at  2.7  cents  p«T  poand  r 
New  York.    These  castor  beans  would  then  cost  2.7  cents  per  pound,  c.  i   '-   ^•' 
York,  or  $1.35  per  bushel,  c.  i.  f.,  New  York,  plus  the  duty  ,  15  cento  prt  bj*    • 
total  of  $1.50  per  bushel. 

The  oil  content  of  these  castor  beans. per  bushel  (or  20  pounds)  would  then  h»^?  "• 
exclusive  of  manufacturing  costs,  7 J  cents  per  pound .    Adding  to  this  cort  the    *" 
of  barrels,  at  that  time  $3  each,  or  three-fourths  cent  per  pound,  would  have  r^ 
the  total  (exclusive  of  manitfacturing  costs)  Sf  cents  per  pound.    The  lot«  d  Fm  - 
oil  referred  to  at  8  cents  per  pound,  after  paying  the  duty  of  12  cents  per  alW  .>"•• 
the  tariff  act  of  1913,  or  IJ  cents,  would  have  cost  9^  cents  per  pound     Tne  r«^-' 
this  comparison  appears  to  be  as  follows:  French  oil,  9\  cents  per  pound,  dtity  t»- 
oil  content  of  imported  castor  beans  in  barrels,  8i  cents  per  pound :  differenre  to 
American  crushers'  costs  of  crushing.  1  cent  per  ^und.    Furthermore,  dnntc  *' 
period  of  tliis  comparison  many  abnormal  transactions  were  recorded  in  all  h>" 
merchandise,  and  hence  the  comparison  can  not  be  accepted  as  a  suitable  ersr: 
of  normal  competition.     Even  this  example  shows  the  absurdity  of  a  duty  o(  4§  '  ' 
per  pound  on  castor  oil  as  proposed  in  H.  R.  7456. 

In  further  reference  to  this  brief  proposing  a  high  tariff  on  cat^tor  oil.  it  u  wiT*' 
that  the  cost  which  the  American  crusher  must  bear  in  transporting*  thecastccp't*  • 
or  residue  that  results  from  crushing,  is  a  disadvantage  which  miMt  be  «■»!**•■' 
for  by  a  tariff.    Our  reply  to  this  suggestion  is  that  approximately  to  the  mne  *^''' 
that  the  American  crusher  suffers  this  disadvantage  m  transporting  hie  caitcr  f*** ' 
to  his  market  where  it  is  sold,  so  does  the  European  castor-oil  crusher  suffer  a  ••»  •• 
and  approximately  equal  disadvantage  in  transportating  his  oil  frrcn  Eunfr  t 
United  States  when  attempting  to  sell  castor  oil  in  the  United  Slates 
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We*  a.lao  desire  to  call  attention  to  the  fact  that  in  this  brief  no  fij»:ure8  ai-e  submitted 

>r  is  any  reference  made  to  the  difference  in  the  actual  costs  of  crushing  castor  beans 

the  LTnited  States  and  in  other  countries.    A  tariff  for  protection  can  not  be  justly 

scientifically  adjusted  to  meet  the  fundamental  object  of  such  a  tariff  without 

form&tion  bearing  on  the  fundamental  object. 

THo  American  crusher  of  castor  oil  enjoys  many  advants^es  in  his  home  market 
lat  are  clearly  manifest. 
1 .  Standard  and  uniform  quality  of  oil  produced.  2.  Consuniers'  preference  for 
14 -h  standard,  uniform,  and  dependable  quality.  3.  Ability  to  deliver  bulk  ship- 
leiits?  in  tank  cans.  4.  Ability  to  offer  terms  of  payment,  convenient  deliveries,  etc. 
11  of  these  elements  are  weighed  by  American  consumers  of  castor  oil  and  result  in 
le  American  castor-oil  crusher  obtaining  a  premium  'x'hen  selling  his  castor  oil  apart 
*om  any  protection  afforded  by  a  tariff. 
Aa  practically  no  castor  beans  are  raised  in  the  United  States,  the  duty  in  H.  R. 
45G  of  one-half  cent  per  pound,  or  25  cents  per  bushel,  on  castor  beans  will  result  in 
n  inerc^ased  revenue  for  our  Government  as  compared  with  the  revenue- producing 
c«»ult»  of  the  rat*  of  15  cents  per  bushel  in  the  act  of  1913.  So  far  as  castor  oil  is  con- 
eriied  the  necessary  increase  in  the  compenaatorv'  rate  of  duty  to  create  the  same 
ate  of  protection  for  the  American  castor-oil  crusher  would  require  that  the  duty  on 
as  tor  oil  be  increased  from  12  cents  per  gallon,  or  IJ  cents  per  pound,  to  2  cents  per 
>ound.  If  the  duty  of  one-half  cent  per  pound,  or  25  cents  per  bushel,  is  retained  in 
T.  R.  7456,  the  duty  of  4 J  cents  per  pound  should  be  revised  to  a  rate  no  higher  than 
!{  cents  per  pound. 

( 'astor  oil  is  a' raw  material  in  many  industries  and  duties  on  castor  oil  or  castor 
Deans  therefore  enter  into  the  cost  of  many  manufactured  products  and  thereby 
idversely  affect  the  sale  of  such  manufactured  products  abroad  and  at  home,  and 
therefore  the  question  of  raising  revenue  from  a  high  tariff  on  castor  beans  presents 
4f  rious  aspects  and  the  question  of  imposing  duties  at  a  rate  sufficiently  high  to  restrict 
succeefiing  industrial  consumption  of  castor  oil  is  worthy  of  careful  consideration. 
We  therefore  urgently  recommend  that  the  present  rate  of  duty  of  15  cents  per  bushel 
be  adopted  as  the  rate  in  H.  R.  7456  instead  of  one-half  cent  per  pound  or  25  cents  per 
b  ushel ,  and  that  the  rate  of  1 1  cents  per  pound  on  castor  oil  be  adopted,  thereby  increas- 
ing  the  American  crushers'  prot-ection  from  three-fourths  cent  per  pound  of  oil  to 
1  cent  per  pound,  which,  with  other  nati^l  advantages  enjoyed,  should  fairly  protect 
the  American  crusher  against  competing  foreign  oil. 

We  would  also  suggest  that  the  costs  of  crushing  oil  seeds  of  all  kinds  in  the  United 
.States  be  investigated  and  determined,  as  has  been  done  by  the  United  States  Tariff 
<  Commission  in  the  cottonseed  oil  industry  of  the  United  States,  where  the  labor  cost 
in  producing  a  much  lower  valued  grade  of  oil  has  been  ascertained  to  be  lejv  than 
5  per  cent  of  the  faf:tory  value  of  the  products  produced. 

Prior  to  1915  the  average  price  of  medicinal  castor  oil  in  the  United  States  ^-anged 
between  8  cents  and  10  cents  per  pound.  At  an  average  of  9  cents  per  pound  the 
<iuty  of  4^  cents  per  pound  in  H.  R.  7456  would  be  equal  to  an  ad  valorem  duty  of 
oO  per  cent.  Considering  the  lower  value  of  the  No.  2  and  No.  3  grades  of  castor  oil 
this  duty  can  be  calculated  to  run  as  high  as  75  per  cent  on  an  ad  valorem  basis,  which 
rate  of  duty  on  a  raw  material  such  as  castor  oil  is  exorbitant. 

We  therefore  urge  the  revision  of  the  rate  in  H.  R.  7456  and  the  adoption  of  the 
same  rates  of  duty  as  now  contained  in  the  tariff  act  of  1913. 

Respectfully  submitted. 

Bt^reau  or  Raw  Materials  for  American 
Vegetable  Oils  and  Fats  Industries. 

The  Chairman.  The  committee  will  now  hear  Mr.  Alpin  I.  Dunn.* 

STATEMEITT  OF  MB.  ALPIN  I.  DlJinsr,  BEPBESENTING  COOK  & 

SWAN  CO.   (INC.). 

The  Chairman.  In  what  business  are  you  engaged  ? 

Mr.  Dunn.  We  are  refining  manufacturers  of  all  kmds  of  sea 
animal  and  fish  oils. 

I  wish  to  speak  on  paragraph  49,  schedxile  1,  tariff  bill  7456. 

The  Chairman.  On  what  articles  ( 

Mr.  Dunn,  On  herring,  menhaden,  whale,  seal,  and  sperm  oils. 

The  Chairman.  Do  you  speak  as  an  importer  or  as  a  manufac- 
turer ? 
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Mr.  Dunn.  As  an  importer,  wholesaler,  and  manufacturer  of  these 
oils  into  various  products. 

Complying  witn  your  request,  I  shall  try  to  be  very  brief. 

First,  1  want  to  say  that  I  am  opposed'  to  a  high  tariff;  in  fact,  I 
am  opposed  to  any  tariff  on  these  oils  that  are  so  vital  to  the  india- 
tries. 

Senator  Smoot.  You  want  them  free  ? 

Mr.  Dunn.  Yes.  I  will  read  my  remarks  as  far  as  it  can  possibly 
be  done* 

I  wish  to  ask  your  permission,  at  this  point,  to  file  a  brief  within 
a  week,  giving  more  oi  the  facts  from  a  scientific  standpoint. 

The  Chairman.^ You  want  these  products  on  the  free  list? 

Mr.  Dunn.  Yes.    Some  are  on  the  free  list  now. 

The  Chairman.  What  kind  of  products  do  you  make  out  of  these 
fish? 

Mr.  Dunn.  Do  you  mean  the  foreign  oils  ? 

The  Chairman.  Any  of  the  oils. 

Mr.  Dunn.  Foreign  fish  oil  is  used  extensively  in  the  manufacture 
of  leather,  in  the  making  of  the  cheaper  grades  of  laimdry  soaps,  and 
the  oils  generally  are  used  in  many  other  major  and  minor  industries. 

The  oils  that  I  have  mentioned  are  exceedingly  important  and  vital 
to  the  success  of  the  soap,  leather,  paint,  and  many  other  industries. 

If  the  manufacturing  industrial  countries  of  Europe  secure  these 
oils  on  a  free  trade  basis  and  we  submit  to  a  high  tariff  basis,  our 
manufacturers  will  be  handicapped  in  seeking  the  export  business 
on  such  commodities  as  soap,  leather,  shoes,  canned  paint,  and  many 
other  major  products  of  American  factories  that  use  these  oils. 

The  freight  charges  on  these  oil^  of  foreign  origin  to  our  coast 
already  act  as  a  tariff  barrier.  The  freight,  insurance^  export  pack- 
ing, etc.,  range  from  10  to  30  per  cent  of  the  American  value  of  the 
respective  oils  at  American  ports. 

^Vnother  and  very  important  consideration  is  that  if  our  domestic 
coast  fisheries  are  permitted  or  allowed  by  law,  or  through  other 
means,  to  catch  the  various  species  of  fish  to  the  utmost  limit,  there  is 
a  very  strong  and  valid  reason  to  believe  that  the  fisheries  along  our 
coast  will  be  depleted  to  almost  the  point  of  extinction.  An  example 
in  point  is  that  during  the  ycare  1S66  to  1908  the  menhaden  fisherr 
was  pushed  to  the  utmost  oft'  the  coast  of  Maine.  Since  1912  no 
factories  have  operated  in  the  menhaden  oil  production,  because  of 
the  scarcit}^  of  fish.  The  generally  accepted  explanation  of  this  is 
that  fishery  was  prosecuted  so  strenuously  that  the  fish  left  those 
waters  for  good.  This  same  thing  happened  along  the  coast  of 
Jjew^oundland  in  the  whale  iisheries.  About  1904  to  1915  the  whale 
fishery  was  large  and  prosperous;  to-day  there  are  hardly  any  whales 
caught  off  the  Newfoundland  coast. 

When  industrial  conditions  in  the  country  are  nearer  normal,  we 
will  have  to  produce  a  tremendous  quantity  of  fish  oils  along  our 
coasts  to  supply  the  demands.  If  foreign  oils  are  shut  out  through 
a  high  duty,  we  will  be  at  a  big  disadvantage  with  European  manu- 
facturers when  we  try  to  buy  these  oils. 

Tlie  menhaden  fish,  which  makes  our  most  important  fish  oil,  i? 
strictly  an  inedible  fish,  and  this  fish  is  the  natural  food  andpreToI 
the  various  food  fish,  such  as  the  bluefish,  weakfish,  and  other  lootj 
fish  which  we  depend  on  to  supply  an  important  portion  of  our  food 
supply. 
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If  the  catching  of  menhaden  for  oil  and  fertilizer  is  overdone,  we 
rill  Ixiirt  the  fisheries  for  edible  fish. 

It  seems  only  reasonable  and  good  common  sense  to  advance  the 
rgniinent  that  the  domestic  fish  should  not  be  caught  in  such  tre- 
cierL<ious  Quantities  that  the  future  of  the  fishing  industry  will  be 
'ii<iangerea  on  our  own  coast. 

I  i^ould  like  to  sav  at  this  point  that  these  raw,  crude  oils  come 
rom  the  Orient  and  different  parts  of  the  world,  and  we  have  to 
•cfine  them.  American  labor  is^  employed  there  and  the  refined 
>T:"ierktal  oils  go  into  some  other  industries,  so  that  American  capital 
md  labor  have  several  different  chances  to  make  money  out  of  tnese 
foreign  oils,  so  that  if  they  do  not  come  here  they  will  go  to  Europe 
on  tlie  free  trade  basis. 

Xlie  European  manufacturers  in  Belgium,  France,  Endand,  and 
other  countries  which  are  industrial  nations  are  equipped  with  tre- 
mendous facilities  for  the  refining  and  handling  of  these  raw,  crude 
oils,  and  they  will  reap  tremendous  advantages  from  these  different 
oils.  They  will  be  able  to  undersell  us  on  these  crude  products  be- 
cause they  have  the  crude  materials  free.  They  make  all  kinds  of 
things — ^leather,  soap,  and  so  on — and  ship  their  refined  products 
all  over  the  world,  so  that  the  American  manufacturer  will  be  handi- 
capped if  he  does  not  get  these  basic  materials  on  a  low  basis. 

Senator  Watson.  What  quantity  of  these  different  oils  do  we 
import  ? 

Mr.  Dunn.  Here  [indicating  exhibit]  is  a  list  of  the  fish  oils  imported 
This  list  shows  from  fourteen  to  twenty  million  pounds.  We  have 
imported  23,000,000  pounds,  but  in  some  years  it  has  gone  down  as 
low  as  5,000,000  pounds. 

Senator  Watson.  That  is  a  combination  of  all  the  oils  ? 
Mr.  Dunn.  All  the  oils — ^whale,  shark,  seal,  etc. 
Senator  Watson.  How  much  do  we  produce  at  home? 
Mr.  Dunn.  We  produce  at  home  anywhere  from  15,000,000  pounds 
up  to  about  67,000,000  pounds  per  year. 

Senator  Smoot.  Outside  of  cod  and  cod-liver  oil,  all  other  animal 
oils  combined  in  the  year  1920  that  we  imported  amounted  to 
745,984  gallons,  the  value  of  which  was  $319,584. 

Mr.  Dunn.  Senator,  may  I  say  that  a  lot  of  these  imported  oils 
are  worked  and  refined  by  us  and  then  we  put  them  into  different 
products  which  we  can  export.  That  makes  our  capital  and  our  labor 
more  valuable,  to  have  the  maximum  amount  of  work  to  do. 
Senator  Watson.  Are  any  of  these  used  for  foods  in  any  way? 
Mr.  Dunn.  No,  sir;  practically  99  per  cent  is  used  for  industrial 
purposes. 

The  Chaibman.  Are  there  any  fish  oils  that  you  import  that  you 
can  not  get  in  America  ? 
Mr.  Dunn.  Yes. 

The  Chairman.  What  are  they? 

Mr.  Dunn.  Well,  seal  oil.    I  do  not  know  of  any  seal  oil  made  in  any 
part  of  the  United  States,  except  in  Alaska,  where  they  make  a  com- 
paratively small  quantitj'. 
The  Chairman.  Where  does  the  bulk  of  the  seal  oil  come  from  ? 
Mr.  Dunn.  From  Newfoundland.     The  production  varies.     This 
year  it  was  6,000.     In  good  years  it  is  about  20,000  barrels  a  year. 
I  referred  a  moment  ago  to  the  freight  charges.     I  would  like  to 
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say  a  word  more  about  that.     For  instance,  we  may  want  t**  r . 
fish  oil  in  Japan,  and  the  cost  of  that  oil  to-day  is  around  3  ctnu  > 
pound.     Now,  the  packing,  insurance,  and  irei^ht  make  thfti 
cost  about  4^  eents  a  pound  c.  i.  f .  New  York,  so  that  you  can  n^^^. 
see  that  the  freight,  insuriajice,  imd  other  normal  handicaps  niM  l 
unnatural  sort  of  barrier.     If  we  are  going  to  have  a  tremfiifi- 
tarifp  on  this  oil  and  other  fish  oils,  we  are  going  to  be  greatly  hkr. 
capped. 

Senator  Watson.  How  do  yoiv  account  for  the  falling  off  in  pr 
duction  in  1921  as  compared  with  1920,  as  shown  by  ^'oar  riu: 
there? 

Mr.  Dunn.  That  shows  it  for  six  months. 

Senator  Watson.  It  came  down  from  64,000,000  in  1920.  Wr 
did  it  fall  off  so  ?    Is  there  competition  that  does  it  ? 

Mr.  Dunn.  Those  figures  there  are  for  six  months.  Tb**!  j-- 
probably  for  seasons  when  production  is  not  active.  This  is  for  "i 
whole  year  of  1920—64,000,000  pounds.  This  is  for  six  mnatl^* 
and  probably  for  a  season  when  production  was  not  in  fall  forrr 

Senator  Watson.  I  want  to  ask  you  another  question.     You  n  : 
sumed  61,000,000  pounds  in  1920,  but  only  6,799,000  in  1921.     WLi 
took  the  place  of  your  fish  oils  ?     What  was  used  as  a  substitute  f 
approximately  50,000,000  pounds  ? 

Mr.  Dunn.  Perhaps  this  thing  is  misleading.  That  is  for  -  * 
months. 

Senator  Watson.  Suppose  it  is.     That  is  a  vast  faUii^  off. 

Mr.  Brown.  There  was  no  business  so  far  as  the  finisned  pn«io^ 
is  concerned.  That  reflects  the  retraction  of  business  on  the  finisi^'' 
products  in  which  those  oils  were  used. 

Mr.  Dunn.  I  would  like  to  leave  with  the  conunittee  the  thoiLr 
of  the  tremendous  handicap  of  freight  and  insurance  on  these  fotr  r 
oils.  It  is  a  handicap  and  an  unnatural  barrier,  and  if  we  harr  . 
high  duty  it  is  practically  going  to  embargo  these  oils  out  of  t'- 
country;  they  will  not  come  m  at  all.  There  is  going  to  be  a  trwoK. 
dous  scarcity  of  these  oils  if  we  do  not  supplement  the  domestir  <  • 
with  foreign  oils. 

We  have  to  look  ahead  to  the  time  when  the  population  of  lu- 
country  will  be  150,000,000  and  even  more  people,  and  we  must  !»•• 
such  steps  now  so  that  many  of  our  natural  resources  will  D«>t  *- 
exhausted. 

Senator  Watson.  Do  you  want  us  to  put  a  tariff  on  wlui*" 
[Laughter.] 

Mr.  Dunn.  A  tariff  on  whales  i  Well,  that  is  an  incidental  reinf 
I  suppose,  but  it  applies  to  fish  oils  and  some  of  these  other  prodi>"* 
That  is  probably  tne  big  argument  that  helped  to  let  petroleam  ^j' 
on  the  free  list.. 

Senator  Watson.  Do  all  of  vou  people  who  produce  oils  id  t  ■ 
United  States  have  some  sort  of  organization  I 

Mr.  Dunn.  Oh,  we  have  a  numper  of  oxganizations.     I  am  r 
president  of  the  Oil  Trade  Association  in  New  York.     I  belong  u> « 
Kinds  of  organizations.     At  the  present  time,  howevex,  I  am  spei^- 
ing  for  the  bureau  of  raw  materials  which  Mr.  Brown  b  managijif 

If  the  natural  laws  of  supplv  and  demand  are  allowed  to  aruffl  ' 
an  orderly  manner,  we  can  always  depend  on  securing  enoq^  ^* 
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limal  and  fish  oil  from  foreign  countries  to  help  out  our  industries 
times  when  the  domestic  oils  are  in  light  supply.  A  high  unnatural 
riff  ^Hsdll  drive  the  foreign  fish  oils  into  the  hands  of  our  industrial 
►in{>etitors  at  a  low  priee,  and  when  our  domestic  producers  have 
surplus  of  oils  they  will  *be  handicajM)ed  in  selling  the  domestic 
Is  aoroad  in  competition  with  the  oils  of  other  countries.  Even 
iovigli  a  duty  is  im{>06ed  on  fish  oils,  American  oils  which  are  used 
?5ry  largely  as  substitutes  for  vegetable  oils  or  animal  greases  will 
3  regulatea  in  price  by  the  price  of  vegetable  oil  and  animal  grease. 
We  very  strongly  recommend  that  this  tariff  be  rewritten  on  a 
>Iid  scientific  basis  so  that  manufacturers  can  go  ahead  and  plan 
)  compete  with  all  the  world  in  the  purchase  of  raw  and  crude  oils, 
nd  also  in  the  sale  of  manufacturea  goods  of  all  kinds  containing 
lese  oils. 

I  vrould  like  to  ask  permission  at  his  point  to  file  a  brief  within  a 
reek's  time,  giving  you  more  scientific  data.  It  will  be  a  brief 
--hich.  will  have  Government  figures. 

The  Chairman.  You  say  you  want  to  file  a  brief  ? 

Mr.  Dunn.  Yes. 

The  Chairman.  Can  you  do  it  real  soon  ? 

Mr.  Dunn.  Within  a  week^s  time. 

The  Chairman.  Very  well;  have  it  here  as  soon  as  you  can.  The 
'.ommittee  has  an  arrangement  to  hear  Mr.  Arnold  and  some  of  his 
issociates  interested  in  the  Southern  Tariff  League  which  recently 
leld  a  convention  in  the  South  and  to  give  them  an.  opportunity  to 
express  to  this  committee  their  views  on  a  protective  tariff.  I  will 
interrupt  the  hearings' on  the  chemical  schedxde  for  a  few  minutes  to 
iccommodate  these  gentlemen  who  have  come  from  a  distance  to 
be  heard. 

Is  Mr.  Arnold  present  ? 

Mr.  Arnold.  Yes. 

The  Chairman.  Mr.  Arnold,  will  you  bring  your  associates  up  as 
they  want  to  speak,  and  introduce  them? 

Mr.  Arnold.  Yes.  I  want  to  introduce  Mr.  E.  P.  Wharton, 
president  of  the  North  Carolina  division,  Southern  Tariff  Association. 

STATEKEVT  OF  KB.  £.  P.  WHABTOK,  PBESIDENT  OF  THE 
irOBTH  GABOLIHA  DIVISION,  SOUTHEBK  TABIFF  ASSOCIA- 
TION. 

The  Ci^AiRMAN.  What  is  your  occupation  ? 

Mr.  Wharton.  I  am  president  of  the  Greensboro  National  Bank. 

The  Chairman.  You  recently  attended  a  convention,  did  you  not? 

Mr.  Wharton.  Yes. 

The  Chairman.  Was  the  convention  held  at  Savannah? 

Mr.  Wharton.  No;  at  Greensboro. 

The  Chairman.  Will  you  state  the  nature  of  the  convention  and 
what  you  have  in  mind  to  call  to  the  attention  of  the  committee  ? 

Mr.  Wharton.  Yes.  I  have  brought  with  me  some  resolutions 
from  the  Southern  Tariff  Association  which  held  a  meeting  in  North 
Carolina — the  North  Carolina  division  of  it — at  Greensboro,  N.  C, 
on  yesterday  and  the  day  before.  I  would  like  to  read  the  resolu- 
tions. 

The  Chairman.  You  may  go  ahead  in  your  own  way.  I  want  to 
state,  for  your  information,  that  I  have  sent  a  telephone  notice  to 
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all  the  absent  members  of  this  committee  informing  them  tha 
and  your  associates  are  proceeding  to  address  the  comniittee. 

Mr.  Wharton.  I  thanK  you  very  much. 

Senator  Reed.  I  want  to  say,  Mr.  Chairman,  that  they  are  t 
on  a  bill  in  which  a  great  many  are  interested.  They  are  votii 
different  phases  of  the  bill. 

The  Chairman.  I  realize,  of  course,  -the  number  of  engagen 
the  Senators  have  and  my  only  thought  was  to  properly  call 
attention  of  the  gentlemen  to  the  fact  that  ample  notice  has  I 
given. 

Mr.  Wharton.  This  meeting  was  held  on  the  15th  and  the  1 
at  Greensboro,  N.  C.  We  were  asked  to  join  the  Southern  Ti 
Association.  I  hesitated,  as  I  thought  we  were  ably  representee 
both  branches  of  Congress,  that  is,  m  the  House  and  in  the  Seni 
and  since  this  was  so,  I  thought  it  was  unnecessary,  but  after  (i 
cussing  it  with  others  we  thought  it  could  do  no  harm  at  least  U^ 
together  and  talk  the  matter  over  in  a  meeting  and  thus  becM 
better  informed  ourselves. 

The  Chairman.  What  States  were  represented  ? 

Mr.  Wharton.  This  was  only  the  North  Carolina  division,  h 
there  were  about  13  States  represented  at  this  meeting.  There  iwf 
representative  manufacturers  and  bankers  of  13  Stat^,  but  this  ti 
really  the  call  of  the  North  Carolina  people  to  meet.  In  fact,  nooa 
took  any  part  in  the  meetings,  so  far  as  voting  was  concerned,  er« 
cept  the  people  from  North  Carolina. 

The  resolution  adopted  by  the  Southern  Tariff  Congress  at  Gweoj- 
boro,  on  August  16,  reads  as  follows: 


We  submit  the  follo^'ing  facta  and  recommendations: 

First.  That  the  tariff  policy  of  the  Sixty-seventh  Congreee  was  definitely  KttiN 
at  the  November  election. 

Second.  That  we  recommend  such  tariff  schedules  of  southern  products «™ 
equalize  the  cost  of  production  in  this  country  with  that  of  foreign  countries,  «fi 
as  may  be  consistent  with  the  public  welfare,  such  schedules  to  be  so  plicedijii 
fairly  distribute  the  biu'dens  among  our  industries  without  discriminating  igiW 
any  sections,  class,  or  product,  to  the  end  that  there  may  be  maintained  .Ub«« 
standards  of  living  in  every  line  of  effort. 

Third.  That  we  are  opposed  to  the  doctrine  of  free  raw  material  on  agricnW 
pastoral,  and  mineral  products. 

Fourth.  That  we  appeal  to  all  Congressmen  to  give  consideration  to  theewnowf 
welfare  of  the  South  oy  favoring  the  same  tariff  policy  for  southern  productathiii 
applied  to  the  products  of  other  sections.  , 

I  hardly  think  that  is  necessary,  because  I  believe  that  the  coid* 
mittee  and  Congress  will  be  fair. 

The  Chairman.  I  want  to  say  for  myself  that  I  have  beenbefe 
over  20  years  and  the  location  of  any  industry  never  made  mj^^ 
ence  to  me. 

Mr.  Wharton.  We  are  sure  of  that.  I  did  not  place  much  ufi* 
portance  on  that  part  of  it. 

Fifth.  That  agricultural,  pastoral,  and  mining  products  of  the  South  ^^  wtc«* 
in  competition  \vith  the  proaucts  of  our  debtor  nations  and  the  tariff  le\7  willjUi**' 
fore,  not  interfere  with  the  payment  of  our  foreign  loans. 

We  were  discussing  the  different  phases  of  tne  subject.  I^ 
to  say  this  is  now  approved  by  248  banks  in  our  State. 
Senator  Reed.  How  many  nanks  are  there  in  your  State? 
Mr.  Wharton.  We  have  over  600,  I  beUeve. 


TABIFF — CHEMICAL  SCHEDULE.  1187 

The   Chairman.  You  may  have  inserted  in  the  record,  as  part  of 

ur  remarks,  the  list  of  banks.     I  have  seen  the  hst  and  examined 

carefully,  and  it  is  very  impressive. 

Mr.  WiiARTON.  Yes. 

(The  resolutions  and  list  of  banks  is  as  follows:) 

550LtJTION   ADOPTED   BY  THE   SOUTHERN  TARIFF  CONGRESS  AT  GREENSBORO,   N.   C, 

AUGUST  16. 

We  submit  the  folloT\-ing  facts  and  recommendations: 

First,  That  the  tarift  policy  oi  the  Sixty-seventh  Congress  was  definitely  settled  at 
e  November  election. 

Second.  That  we  recommend  such  tariff  schedules  on  southern  products  as  will 
ualize  the  cost  of  production  in  this  country  with  that  of  foreign  countries,  so  far  as 
ay  be  consistent  with  the  public  welfare,  such  schedules  to  be  so  placed  as  to  fairly 
stribute  the  burdens  ana  benefits  among  s^l  industries  without  discriminating 
;aiiist  any  section,  clsiss,  or  product,  to  the  end  that  there  may  be  maintained  Ameri- 
m  standards  of  living  in  every  line  of  effort. 

Third.  That  we  are  opposed  to  the  doctrine  of  free  raw  material  on  agricultural, 
istoral,  and  mineral  products. 

Fourth.  That  we  appeal  to  all  Congressmen  to  give  consideration  to  the  economic 
el  fare  of  the  South  by  favoring  the  same  tariff  policy  for  southern  products  that  is 
t>plied  to  the  products  of  other  sections. 

Fifth.  That  agricultural,  pastoral,  and  mining  products  of  the  South  do  not  come 
I  competition  with  the  proaucts  of  our  debtor  nations  and  a  tariff  levy  will,  therefore, 
ot  interfere  with  the  payment  of  our  foreign  loans. 

E.  P.  Wharton, 
President  North  Carolina  Division  Southern  Tariff  Association. 
Approved: 

Greensboro  Clearing  House  Association,  Greensboro,  N.  C. 
American  Exchange  National  Bank,  R.  G.  Vaughn,  president,  Greensboro,  N.  C. 

Bank  of  North  Wilkesboro,  J.  E.  Finley,  president.  North  Wilkesboro,  N.  C. 

First  National  Bank,  W.  W.  Lasley,  president,  Burlington,  N.  C. 

<.itizens  Bank  &  Trust  Co.,  J.  Bailey  Owen,  president,  Henderson,  N.  C. 

Bank  of  Maxton,  T.  O.  Evans,  president,  Maxton,  N.  C. 

Merchants  Bank  &  Trust  Co.,  Thomas  Masin,  president,  Winston-Salem,  N.  C. 

(commercial  National  Bank,  J.  Elwood  Cox,  president.  High  Point,  N.  C. 

Boulevard  Bank  &  Trust  Co.,  P.  H.  Gwynn,  president,  Leaksville,  N.  C. 

Citizens  Bank  &  Trust  Co.,  John  L.  Patterson,  president,  Rosemary,  N.  C. 

<'harlotte  National  Bank,  Jno.  M.  Scott,  president,  Charlotte,  N.  C. 

Citizens  Bank,  R.  S.  Watt,  president,  Reidsville,  N.  C. 

First  National  Bank,  P.  S.  Cooper,  president,  Dunn,  N.  C. 

Newbem  Banking  &  Trust  Co.,  W.  B.  Blades,  vice  president,  Newborn,  N.  C. 

Bank  of  Bladenboro,  H.  C.  Bridger,  president,  Bladenboro,  N.  C. 

Merchants  &  Farmers  Bank,  J.  D.  Blanton,  president,  Marion,  N.  C. 

Liberty  Saving  Bank,  Wilmington,  N.  C. 

Merchants  &  farmers  Bank,  Rowland,  N.  C. 

Rosemary  Bank  &  Trust  Co.,  Rosemary,  N.  C. 

First  National  Bank,  Roanoke  Rapids,  N.  C. 

W^ilmington  Savings  &  Trust  Co.,  Wilmington,  N.  C. 

Farmers  &  Merchants  National  Bank,  J.  R.  Tumage,  president,  Avden,  N.  C. 

Citizens  Bank  &  Trust  Co.,  Preston  Woodall,  president,  Benson,  N.  0. 

Citizens  Bank,  Springhope,  N.  C. 

Bank  of  Oak  City,  B.  M.  Worley,  president.  Oak  City,  N.  C. 

Fanners  Bank,  S.  N.  Parker,  president.  Woodland,  N.  C. 

National  Bank  of  Fayetteville,  J.  H.  Culbeth,  president,  Fayetteville,  N.  C. 

Citizens  Bank  of  Graham,  Graham,  N.  C. 

Bank  of  Summerfield,  Howard  Simpson,  cashier,  Summerfield,  N.  C. 

Citizens  Bank,  W.  T.  Davis,  cashier.  Hot  Springs,  N.  C. 

Third  National  Bank,  J.  W.  Ware,  president,  Gastonia,  N.  C. 

Peoples  Bank  &  Trust  Co.,  L.  D.  Denham,  president,  Selma,  N.  C. 

Cleveland  Bank  &  Trust  Co.,  Wm.  Lineberger,  president,  Shefby,  N.  C. 

P'irst  National  Bank,  F.  B.  McKinne,  president,  Louisburg,  N.  C. 

Bank  of  Candor,  D.  C.  Ewing,  president.  Candor,  N.  C. 

Peoples  Loan  &  Savings  Bank,  Geo.  H.  Brown,  president,  Statesville,  N.  C. 

Bank  of  St.  Paul,  L.  Mclnnis,  president,  St.  Paul,  N.  C. 
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Farmers  A  Merchante  Bank,  John  D.  Biggs,  president.  Williamston,  \.  C 

Central  Bank,  W.  B.  Davis,  president,  Asheville,  N.  C. 

Commercial  Bank.  E.  P.  Davis,  president,  Dunn,  N.  C. 

Bank  of  Gibsonville,  J.  S.  Kernodle,  president,  Gibsonville,  N.  C, 

Bank  of  Pinelevel,  D.  B.  Oliver,  president,  Pinelevel,  N.  C. 

Parmele  Banking  &  Trust  Co.,  Parmele,  N.  C 

Bank  of  Haw  River,  Haw  River,  N.  C. 

Commercial  &  Farmers  Bank,  Enfield,  N.  C. 

Bank  of  Youngsville,  Youngsville,  N.  C. 

Bonlee  Bank  &  Trust  Co.,  Bonlee,  N.  C. 

Bank  of  Bennett,  Bennett,  N.  C. 

Trust  Co.  of  Washington,  A.  M.  Dumay,  president,  Washington.  X.  C. 

Peonies  Bank  &  Trust  Co.,  G.  C.  Komegay,  president,  Goldsboro,  X.  C. 

Bank  of  Morganton,  C.  A.  Spencer,  president,  Morganton,  N.  C. 

Bank  of  Mount  Airy,  W.  J.  Byerly,  president.  Mount  Air>',  N.  (\ 

American  Trust  Co.,  W.  H.  Wood,  president,  Charlotte,  N.  C. 

Farmers  &  Merchants  Bank,  Carl  T.  Hicks,  cashier,  Waltonsburg.  X.  C. 

First  National  Bank,  A.  M.  Dumay,  president,  Washington,  X.  0. 

Peoples  Bank  &  Trust  Co.,  W.  H.  Patterson,  c&shier,  Colerain,  X.  T. 

Savings  &  Trust  Co.,  J.  Elwood  Cox,  High  Point,  N.  C. 

First  National  Bank   K.  S.  Montgomery,  president,  Reids\'ine.  X.  C. 

Bank  of  Wendell,  Wendell,  N.  C 

Bank  of  Vass,  J.  A.  Keith,  president,  Vass,  N.  C. 

Bank  of  Hobbeville,  C.  B.  Hathaway,  president,  Hobbsville,  X.  C. 

Elkm  National  Bank,  Elkin,  N.  C. 

Bank  of  Windsor,  Windsor.  N.  C. 

Bank  of  Rockingjham,  Rockingham,  N.  C. 

Bank  of  James ville^  J.  E.  Smithwick,  president,  Jame8>'ille,  X.  C. 

Bank  of  Robersonville,  Robersonville,  N.  C. 

Troy  Bank  &  Trust  Co.,  Troy,  N.  C. 

Maysville  Banking  &  Trust  Co.,  T.  A.  Green,  president,  Ma>'s%ille,  X.  0. 

First  National  Bank,  Springhope,  N.  C. 

Bank  of  Norwood,  T.  A.  Hatchcock,  president,  Norwood,  X.  C. 

Farmers  Bank,  H.  R.  Harris,  president,  Seaboard,  N.  C. 

Bank  of  Goldston,  Goldston,  N.  C. 

Bank  of  Littleton,  H.  F.  Bonney,  president,  Littleton,  N.  C. 

Peoples  Savings  Bank.  F.  W.  Dick,  president,  Wilmington,  X.  0. 

Bank  of  West  Asheville,  Asheville,  N.  C. 

Bank  of  Panier,  C.  C.  Branch,  president,  Buigaw,  N.  C. 

Farmers  Bank  &  Trust  Co.,  Hertford,  N.  C. 

Home  Savings  Bank,  Wilmington,  N.  C. 

First  National  Bank,  Tarboro,  N.  C. 

Bank  of  Sanford,  S.  P.  Hatch,  president,  Sanford.  X.  ('. 

Bank  of  Gamer,  H.  D.  Rand,  president,  Gamer,  N.  C. 

The  Farmers  &  Merchants  Bank,  Youngsville,  N.  C. 

Martin  County  Savings  &  Trust  Co.,  J.  C.  Godard,  president.  Willkotfloa  > 

Bank  of  Star,  Star.  N.  C. 

Bank  of  Morvan,  T.  V.  Hardispn,  president,  Morvan,  N.  C. 

Citizens  Bank,  Warrenton,  N.  C. 

Shelby  National  Bank,  Shelby,  N.  C. 

Peoples  Bank,  Creswell,  N.  C. 

Bank  of  Kernersville,  Kernersville,  N.  C. 

Page  Trust  Co.,  Aberdeen,  N.  C. 

Bank  of  Rosehill,  J.  C.  Williams,  nresident,  Roeehill.  N.  C. 

Carolina  State  Bank,  Saluda,  N.  C. 

Atlantic  Bank  &  Trust  Co.,  J.  W.  Cone,  president.  Greensboro »  X,  C. 

Greensboro  National  Bank,  E.  P.  Wharton^  president.  Greensboro,  N.  t'- 

Bank  of  Reidsville,  J.  F.  Watlington.  president,  Reidsville,  N.  i\ 

Bank  of  Kelford,  W.  P.  Harrell,  president,  Kelford.  N.  (\ 

Farmers  &  Merchants  Bank,  M.  iC.  Lee,  president.  Monroe,  N.  (*. 

Elizabeth  Bank  &  Trust  Co.,  Elizabeth  City,  N.  C, 

Merchants  Bank,  Durham,  N.  C. 

Commercial  National  Bank,  R.  A.  Dunn,  president,  Charlotte,  X.  l*. 

Home  Banking  Co.,  T.  F.  Wrenn,  president,  High  Point,  N.  C. 

Bank  of  Hamlet,  T.  M.  Rose,  president,  Hamlet,  N.  C. 

Elon  Banking  &  Trust  Co.,  W.  P.  Lawrence,  president,  Elon  CoUy,  N-* 

Mebane  Bank  &  Trust  Co.,  B.  F.  Warren,  president,  Mebsne,  X.  C. 
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^ank  of  Davie,  E.  L.  Gaither,  president,  Mocksville,  N.  C. 

Bessemer  City  Bank,  R.  C.  Kennedy,  president,  Bessemer  City,  N.  C. 

riie  Merchants  &  Farmers  Bank,  John  B.  Collier,  president,  Garysburg,  X.  C. 

Planters  &  Merchants  Bank,  V.  G.  Taylor,  cashier,  Everetts,  N.  C. 

ifereliants  &  Farmers  Bank,  Geo.  F.  Woodard,  cashier,  Princeton,  N.  C. 

t^ank  of  Holliater,  A.  B.  Schlichter,  HoUister,  N.  (■. 

Bank  of  Spencer,  J.  K.  Dorsett,  president,  Spencer,  N.  C. 

Kirst  National  Bank,  Shelby,  N.  C. 

Havis  &  Wiley  Bank,  J.  M.  McCorkle,  cashier,  Salisbury,  N.  C. 

Slier  City  Loan  &  Trust  Co.,  J.  Q.  Seawell,  secretary  and  treasurer,  Siler  City,  N.  C. 

The  Peoples  Bank,  J.  G.  Staton,  president,  Williamston,  N.  C. 

Uank  of  Roaeboro,  J.  W.  Yates,  president,  Roseboro,  N.  C. 

Bank  of  Warsaw,  H.  F.  Pierce,  Warsaw,  N.  C. 

Peoples  Bank,  J.  A.  Long,  vice  president,  Roxboro,  N.  C. 

Hank  of  Four  Oaks,  B.  I.  Tart,  vice  president.  Four  Oaks,  N.  C. 

Kn«:lehard  Banking  <&  Trust  Co.,  J.  H.  Jarvis,  president,  En^lehard,  N.  C. 

Murchison  National  Bank,  H.  C.  McQueen,  president,  Wilmington,  N.  C. 

Wilmington  Clearing  House  Association,  H.  C.  McQueen,  president,  Wilmington, 

.  C. 

Fraternal  Bank  &  Trust  Co.,  Durham,  N.  C. 

Uank  of  Laurel  Hill,  Laurel  Hill,  N.  C. 

Merchants  &  Farmers  Bank,  Aberdeen,  N.  (\ 

Bink  of  Hlot  Mountain,  I-  M.  Gordon,  cashier.  Pilot  Mountain,  N.  C. 

Hank  of  Stoneville,  C.  K.  Nolan,  Stoneville,  N.  C. 

The  Peoples  Bank,  W.  T.  McGalliard,  president,  Connelly  Springs,  N.  C. 

Peoples  Savings  Bank,  F.  W.  Dick,  president,  Wilminj»ton,  N.  (^. 

Stukesdale  Commercial  Bank,  A.  B.  Bray,  Stokesdale,  N.  C. 

Wachovia  Bank  &  Trust  (3o.,  F.  H.  Fries,  president,  Winston-Salem,  N.  C. 

Wayne  National  Bank,  F.  K.  Borden,  president,  Goldsboro,  N.  C. 

Hank  of  Proctorville,  W.  R.  Suries,  president,  Proctorville,  N.  C. 

Hank  of  Roxobel,  A.  Capeheart,  president,  Roxobel,  N.  C. 

First  National  Bank,  J.  C.  Jones,  president,  Spencer,  N.  C. 

Hank  of  Wake,  J.  H.  Gorrell,  president.  Wake  Forest,  N.  C. 

Hank  of  Yanceyville,  B.  K.  \Iit(hell,  president,  Yanceyville,  N.  C. 

Merchants  National  Bank,  Raleigh,  N.  C. 

Textile  Bank,  J.  W.  Cone,  president,  Greensboro,  N.  C. 

Bank  of  Grimeland,  Grimeland,  N.  C. 

Wachovia  Bank  &  Trust  (^o.,  W.  Chase  Idol,  cashier,  High  Point,  N.  C. 

Middlesex  Banking  Co.,  Middlesex,  N.  C. 

Bank  of  Chapel  Hill,  N.  C.  S.  Noble,  president,  Chapel  Hill,  N.  C. 

Bank  of  Creswell,  J.  M.  Ambrose,  president,  Creswell,  N.  ('. 

Greensboro  Loan  &  Trust  (^o.,  J.  W.  Fry,  president,  Greensboro,  N.  C. 

Hank  of  Rockwell,  T.  R.  Garner,  cashier,  Rockwell,  N.  C. 

Hank  of  Varina,  J.  M.  Judd,  president,  Varina,  N.  C. 

Bank  of  Sparta,  R.  A.  Doughton,  president,  Sparta,  N.  ('. 

Bank  of  Rockingham,  Leake  S.  Covington,  vice  president,  Rockingham,  N.  C. 

Hank  of  Star,  W.  Farlow,  cashier.  Star,  N.  C. 

Fanners  Bank,  N.  B.  Martin,  president,  Belhaven,  N.  C. 

Farmers  Loan  &  Trust  Co.,  M.  Clarence  Crowson,  cashier,  (ioldsboro,  N.  C. 

Peoples  Bank,  J.  U.  Long,  president,  ('atawba,  N.  C. 

Bank  of  Mount  Gilead,  Mount  Gilead,  N.  C. 

Hank  of  Beaufort,  T.  A.  Auzzell,  president,  Beaufort,  N.  C 

Merchants  &  Farmers  National  Bank,  W.  C.  Wilkinson,  president,  Charlotte,  X.  C. 

Farmers  Bank  &  Trust  Co.,  Winston-Salem,  N.  C. 

Bank  of  Lowell,  S.  M.  Robinson,  president,  Lowell,  N.  (\ 

Bank  of  Thomasville,  Thomasville,  N.  ('. 

First  National  Bank,  S.  N.  Boyce,  vice  president,  Gastonia,  N.  C. 

Farmers  Commercial  Bank,  M.  T.  Britt,  president,  Benson,  N.  C. 

Farmers  &  Merchants  Banking  Co.,  L.  W.  Matthews,  president,  Stoneville,  N.  C. 

Wachovia  Bank  &  Trust  Co.,  W.  F.  Snyder,  cashier,  Salisbury,  N.  C. 

<'ityBank,  Raleigh,  N.  C.  # 

First  National  Bank,  Monroe,  N.  C. 

Farmers  Bank  &  Trust  Co.,  Wallace,  N.  C. 

Bank  of  Wagram,  John  A.  McCoy,  president,  Wagram,  N.  C. 
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Bank  of  Leaksville,  D.  F.  Kinj?,  president,  Leaksville,  X.  C. 

Bank  of  Rich8(|uare,  Richsquare,  N.  C. 

Bank  of  Colerain,  L.  A.  Nowell,  president,  Colerain,  N.  C. 

Peoples  Loan  &  Trust  Co.,  Kings  Mountain,  N.  C. 

First  National  Bank,  J.  L.  Morgan,  president,  Marion,  N.  C. 

Bank  of  Hookerton,  Hookerton,  N.  C. 

First  National  Bank,  T.  G.  Fawcett,  president,  Mount  Airy,  X.  C. 

First  National  Bank,  W.  A.  Mauney,  president,  Kings  Mountain.  N,  C. 

First  National  Bank,  Selma,  N.  C. 

Peoples  Bank  &  Trust  Co.,  G.  H.  Homes,  president,  Trj'on,  X.  C. 

Farmers  &  Merchants  Bank,  Fairbluff,  N.  C. 

Bank  of  Saluda,  Saluda,  N.  C. 

First  National  Bank,  H.  M.  McAllister,  president,  Lumbcrton.  X.  C. 

Citizens  Bank  &  Trust  Co.,  Winston- Salem,  N.  C. 

Bank  of  Frankville,  Frankville,  N.  C. 

Bank  of  Turkey,  H.  F.  Pierce,  president,  Turkey,  N.  C. 

Bank  of  Yadkin,  W.  A.  Hall,  cashier,  Yadkin\'ille,  N.  C. 

Bank  of  Stokes  County,  C.  E.  Davis,  cashier,  Walnut  Grove.  X,  C, 

Bank  of  Huntersville,  M.  C.  Hunter,  vice  president.  Hunterm-ille,  X,  C. 

Peoples  Bank,  Dr.  H.  L.  Martin,  president,  Leaks-ville,  N.  C. 

Farmers  Bank,  Landis,  N.  C. 

Bank  of  Murphy,  Murphy,  N.  C. 

Bank  of  Atkinson,  E.  H.  Page,  cashier,  Atkinson,  N.  C. 

Planters  Bank,  Littleton,  N.  C. 

Bank  of  Council,  Council.  N.  C. 

The  Citizens  Bank,  A.  P.  Brinkley,  president,  Elk  Park,  X.  C. 

Citizens  Bank,  Bryson.  N.  C. 

Bank  of  Hobgood.  B.  F.  Shelton,  president.  Hobgood,  N.  C. 

Bank  of  Dallas,  Dallas.  N.  C. 

Merchants  <&  Fanners  Bank.  D.  M.  Darden,  cashier,  Columbia,  X.  C. 

Weldon  Bank  &  Trust  Co.,  Weldon,  N.  C. 

The  Bank  of  Liberty,  B.  M.  Browner,  cashier,  Liberty,  X.  C. 

Bank  of  Montgomery,  Troy,  N.  C. 

Farmers  Union  Bank  &  Trust  Co.,  M.  T.  Chilton,  cashier,  Walnut  Grore.  N 

Citizens  Bank,  W.  Rosemen.  cashier,  Cleveland,  X.  C. 

Bank  of  Harnett,  Duke.  N.  C. 

Bank  of  Pikeville,  A.  Hosea,  cashier.  Pikeville,  X.  C. 

Bank  of  Raeford,  T.  B.  Upchiu-ch,  Raeford,  N.  C. 

Mount  Holly  Bank,  H.  A.  Ryne.  pr<«ident,  Mount  Holly,  X.  C. 

First  National  Bank,  T.  J.  Finch,  president.  Thomasville.  X.  C. 

Bank  of  Cerro  Gordo.  Cerro  Gordo,  N.  C. 

Bank  of  Columbus,  Whiteville,  N.  C. 

First  National  Bank,  Cherrvsille.  N.  C. 

Washington  County  Bank,  Plymouth,  N.  C. 

Clay  County  Bank,  Hayesville,  N.  C. 

Bank  of  Canton,  (Canton,  N.  C. 

Roanoke  Chowan  Bank,  John  E.  Peels,  president.  Roxobel,  X.  0. 

Bank  of  Pamlico,  Bayboro,  N.  C. 

Bank  of  Castalia,  S.  J.  Bartholomew,  president.  Castalia.  X.  C 

Central  Bank  &  Tnist  Co.,  N.  B.  Kendrick,  preeddent,  Mount  Holly.  X.  l'. 

Bank  of  Pinacle,  Pinacle.  N.  C. 

Bank  of  Zebulon,  R.  J.  Wliitely,  president,  Zebulon,  N.  C. 

First  National  Bank,  Hickory,  N.  C. 

First  Security  Trust  Co.,  Hickory.  N.  C. 

Planters  Bank  &  Trust  Co.,  Lumberton,  N.  C. 

Alamance  Bank  &  Trust  ("o.,  Burlington,  N.  C. 

Battery  Park  Bank,  C.  Rankin,  vice  president,  Ashex'ille.  X.  C. 

First  National  Bank.  Warsaw,  N.  C. 

United  States  Potash  Producers'  Association,  by  Frederick  W.  Bioim.  mr'-*-' 
Washington,  D.  C. 

Bogalusa  Paper  Co.,  by  E.  H.  Frith,  Bogalusa,  La. 

Asheville  Mica  Co.,  bv  W.  Vance  Brown,  Biltmore.  N.  C. 

Tar  Heel  Mica  Co.,  by  D.  T.  Vance,  Spruce  Pine,  X.  C. 

Kno:^  Boude,  representing  American  Poultry  Association,  Poultrj'  PjwJ  ^'* 
Central  (California,  Oregon  Cooperative  Poultry  Association,  Warittn^lMi  CoopK*' 
Poultry  Association. 

Chamber  of  Commerce,  Phoenix,  Ariz. 
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.rizoixa  Cotton  Growers'  Association,  W.  H.  Knox,  general  manager,  Phoenix,  Ariz. 

*exxxs^  Ootton  Growers'  Association,  Phoenix,  Ariz. 

•Tucle  Ootton  Seed  Oil  Tariff  Committee,  Wm.  Hutchinson,  secretary,  Atlanta,  Ga. 

"urpeixtine  Rosin  Producers'  Association,  C.  F.  Speh,  secretary,  New  Orleans,  La. 

^atlon&l  Mohair  Growers'  Association,  R.  E.  Taylor,  president,  Carlsbad,  N.  Mex. 

Cirh>v  Lumber  Co.,  John  H.  Kirby,  president,  Houston,  Tex. 

Peoples  Bank,  High  Pointy  N.  C. 

^aixk  of  Stem,  J.  H.  Good,  president,  Stem,  N.  C. 

^axik  of  Sunburj',  S.  T.  Harrell,  president,  Sunbury,  N.  C. 

Vfercliatits  &  Farmers  Bank,  R.  6.  Sanford,  president,  Mocks^ille.  N.  C 

\-very-  County  Bank,  E.  C.  Guy,  cashier,  Newland,  N.  C. 

SOLUTION  ADOPTED  BY  THE   SOUTHERN  TARIFF  GONORE8S  AT  GREENSBORO,    N.  C.^ 

AUGUST  16. 

Resolved.  That  we  favor  such  national  legislation  as  may  be  required  to  permanently 
tablisli  the  dye  industry  in  the  United  Btates,  and  that  we  consider  as  essential  to 
.ch.  eetablishment  the  continuance  of  the  temporary  embargo  now  in  force  under  the 
aergenoy  tariff  act  beyond  its  expiration  date  of  August  28,  and  until  such  time  aA 
^rmaneiit  tariff  legislation  shall  be  enacted  by  Congress. 

Jas.  N.  Whuamson,  Jr., 
Chairman  Manufactunng  Division  SotUhern  Tariff  Association. 
Approved: 

Proximity  Manufacturing  Co.,  J.  W.  Cone,  Greensboro,  N.  0. 
Standard  Table  Co.,  C.  D.  Kellenberger,  Greensboro,  N.  C. 
Guilford  Lumber  Manufacturing  Co.,  E.  J.  Mendenhall,  Greensboro,  N.  C. 
Pomona  Mill  (Inc.),  C.  W.  Causey,  Greensboro,  N.  C. 
•Continental  Furniture  Manufacturing  Co.,  F.  M.  Tate,  High  Point,  N.  C. 
Cotton  manufacturing:  Grady  Ranon,  Gaatonia,  N.  C;  Chas.  Bankin,  Fayette- 
/ille,  N.  C. 
Cone  Export  &  Commerce  Co.,  J.  W.  Cone,  Greensboro,  N.  C. 
Burlington  CoflSn  Co.,  J.  L.  Scott,  Burlington,  N.  C. 
Wennonah  Cotton  Mills,  Lexington,  N.  C. 
Vance  Cotton  Mills,  W.  M.  Crump  Salisbury,  N.  C. 
H.  M.  Wade  Manufacturing  Co.,  Cnarlotte,  N.C. 
Tuckaaeigee  Manufacturing  Co.,  W.  W.  Glenn,  Mount  Holly,  N.  C. 
Charlotte  Casket  Co.,  Charlotte,  N.  C. 

Barnhardt  Manufacturing  Co.,  Chas.  E.  Barnhardt,  Charlotte,  N.  C. 
High  Point  Machine  Works  (Inc.),  Warren  L.  Smith,  High  Point,  N.  C. 
Dunn  Plow  Co.,  Wake  Forest,  N.  C. 
El  Reee-So  Cigar  Co.,  Greensboro,  N.  C. 
Hoke  Oil  &  Fertilizer  Co.  Raeford,  N.  C. 
Ivey  Manufacturing  Co.,  Hickory,  N.  C. 
High  Point  Furniture  Co.,  M.  J.  Wrenn,  High  Point,  N.  0. 
Marsh  Furniture  Co.,  J.  E.  Marsh,  High  Point,  N.  C. 
Statesville  Furniture  Co.,  Statesville,  N.  C. 
Pearl  Cotton  Mills,  Durham,  N.  C. 
Saxapahaw  Cotton  Mills,  Saxapahaw,  N.  C. 
Riverside  Hosiery  Mills  (Inc.),  Haw  River,  N.  C. 
Banner  Manufactiuing  Co.,  Mount  Airy,  N.  C. 

Pickett  Cotton  Mills  (Inc.),  T.  M.  Pickett,  president  High  Point,  N.  C. 
Ryne- Anderson  Mills  Co.,  H.  C.  Long,  jr.,  Troy,  N.  C. 
Deep  River  Mills  (Inc.),  Kandleman,  if .  C. 
Parks-Kramer  Co.,  W.  W.  Hodge,  vice  president,  Charlotte,  N.  C. 
Forsythe  Chair  Co.,  Winston-Salem,  N.  C. 
Osage  Manufacturing;  Co.,  Bessemer  City,  N.  C. 
Carolina  Foundry  Machine  Co.,  J.  F.  Gerner,  Winston-Salem,  N.  C. 
Patten  Package  Co.,  Calypsco,  N.  C. 
Southern  Truck  &  Car  Manufacturing' Co.,  Garland  Daniel,  president,  Greensboro^ 

Pomona  Terra  Cotta  Co.,  Pomona,  N.  C. 

Victory  Manufacturing  Co.,  A.  E.  Ritch,  Fayetteville,  N.  C. 

Overman  Chair  Co.,  Gibsonville,  N.  C. 

Imperial  Furniture  Manufacturing  Co.,  Statesville,  N.  C. 

Hickory  Chair  Manufacturing  Co.,  Hickory,  N.  C. 

Forsythe  Dining-Room  Furniture  Co.,  Winston-Salem,  N.  C. 

Southern  Desk  Co.,  Hickory,  N.  C. 
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Oak  Furniture  Co.,  North  Wilkesboro,  N.  C. 

Southern  Chair  Co.,  High  Point,  N.  C. 

Lexington  Upholstery  Co.,  L.  J.  Peacock,  Lexington,  N.  C. 

Globe  Parlor  Furniture  Co.,  High  Point,  N.  C, 

Tate  Furniture  Co.,  A.  E.  Tate,  High  Point,  N.  C. 

Rankin  Coffin  &  Casket  Co.,  ffigh  Point,  N.  C. 

The  Charlotte  Supply  Co.,  Charlotte,  N.  C. 

Pauline  Margrace  <x  Patricia  Mills,  C.  E.  Nialer,  president,  Kin^  Monntiia.  \ 

Eonfaton  Cotton  Mills,  J.  F.  Taylor,  president  and  treaaurer,  Kinston,  K.  (' 

P.  H.  Hanes  Knitting  Co.,  Winston-Salem,  N.  C. 

Chesterfield  Mfg.  Co.,  J.  S.  Taylor,  president  and  treasurer,  Kinston,  S.  <'. 

Orion  Knitting  Mills,  Kiuston,  N.  C. 

Roya*'  Ootton  Aiills,  Wake  Forest,  N.  0. 

Marion  ivffg.  Co.,  Msirion,  N.  0. 

Lawrence  T'.  HoU.  ^  Sons,  ^urlinfiton,  N.  0. 

Elumac  Cotton  Mills,  Salisbui  y  N.  0. 

Caswell  Cotton  Mills,  F.  0.  Dunn,  Kinston,  N.  0. 

C.  F.  Harry,  Ghtover,  N.  C. 

Dacotah  Cotton  Mills  (Inc.),  C.  A.  Hunt,  1r.,  Lexington,  N.  C. 

Nakomis  Cotton  Mills,. C.  A.  Hunt,  president,  Lexington,  N.  G. 

Carolina  Cotton  Mills,  Maiden,  N.  C. 

Central  FbOIs  Mills,  Randleman,  N.  O. 

Riverside  Mills  (Inc.),  W.  L.  Ward,  treasurer,  Worth ville,  N.  C. 

Florence  Mills,  W.  B.  Covington,  Forest  City,  N.  C 

Billing  Cotton  Mills,  Rings  Mountain.  N.  0. 

Giant  Furniture  Co.,  Higb  Point,  N.  0. 

Continental  Furniture  Co.,  Fred  N.  Tate,  Hi^  Point,  N.  C. 

Charlotte  Electrical  Repair  Oo.  (Inc.),  Ohas.  E.  Barker,  Charlotte,  X.  C. 

Trey  Cross  Arm  Co.,  J.  C.  Hurley,  Troy,  N.  C. 

National  Furniture  Co.,  Mt.  Airy,  N.  C 

New  Bern  Cotton  Oil  <&  Fertilizer  Milb.  C.  L.  Ives,  prt'sident,  New  B«b«  X  • 

E.  T.  Carr,  Mebane,  N.  C. 

McLean  Mfg.  Co.,  Bessemer,  N.  C. 

Mt.  Airy  Mantel  &  Table  Co.,  Geo.  O  Graves,  president,  Mt.  ALr«  ^*  C. 

Mt.  Airy  Fumitiure  Co.,  Mt.  Airy,  N.  C. 

North  Carolina  Granite  Corp.,  J.  D.  Saigent,  vice  presidenty  Mt.  Aiiy,  X  C. 

Wm.  F.  Clegg,  Greensboro,  N.  C. 

J.  Elwood  Cox  Mfg.  Co.,  High  Paint,  N  C. 

Hartsell  Mills  Co.,  Concord,  N.  C. 

G.  C.  Shehan  Brick  Co.,  Asheville,  N.  C 

Glasscock  Stove  &  Mfg.  Co.,  T.  A.  Glasecock,  president,  Greensboro,  N  i. 

Carolina  Buggy  Mfg.  Co.,  Henderson,  N.  i\ 

Elkin  Furniture  Co.,  Elkin,  N.  C. 

Barnes  Mfg.  Co.,  E.  S.  Will,  High  Point,  N.  C. 

Hoover  Chair  Co.,  Littleton,  N.  C. 

Chas.  W.  Hoover,  Lexington,  N.  C. 

Lexington  Chair  Co.,  Lexington,  N.  C. 

White  Furniture  Co.,  Mebane,  N.  C. 

Belle  Vue  Manufacturing  Co.,  T.  N.  Webb,  treasurer,  Hilleboro,  X  C 

Robeson  Mfg.  Co.,  Lumberton,  N.  C. 

King  Manufacturing  Co.,  King,  N.  C. 

Kemersville  Furniture  Manumcturing  Co.,  M.  Vance  Fulpa. 

Unau^ta  Manufacturing  Co.,  Hazelwood,  N.  0. 

American  Collapsible  Box  Co.,  Walnut  Cove,  N.  0. 

Holt,  Gant  &  Holt  Manufacturing  Co.,  Elon  College,  N.  C. 

Holt  Granite  Mills  Co.,  Haw  River,  N.  C. 

Hne  Level  Oil  MUl  Co.,  Pine  Level,  N.  0. 

Glencoe  Mills,  R.  L.  Holt,  president,  Burlington,  N.  0. 

Elmira  Cotton  Mills  Co.,  Lexington,  N.  0. ' 

Durham  Cotton  Manufacturing  Co.,  J.  Harper  Erwin,  East  Durhim,  N.  C. 

Sanford  Sash  &  Blind  Co.,  Sanford,  N.  C. 

Chatham  Chair ManufacturingCo.,  Siler  City,  N.  C. 

The  Carolina  Paper  Box  Co.,  Winston-Salem,  N.  0. 

High  Point  Buggy  Co.^gh  Point.  N.  C. 

Welch  t^imiture  Co.,  W.  T.  Powell,  Hi|^  Point,  N.  C. 

Rambo  Manufacturing  Co.,  Gastonia,  N.  C. 

Spencer  Moimtain  Mills,  Lowell,  N.  C. 
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*iiick:xiey  Mills  (Inc.),  R.  C.  Rankin,  president,  Gastonia,  N.  C. 
lidge  Bfillfi,  R.  C.  Rankin,  president,  Gastonia,  N.  C. 
>ovm  Hosiery  Mill,  High  Point,  N.  C. 
^iankin.  Mills  (Inc.),  Henry  Rankin,  Gastonia,  N.  C. 

\.merican  Yarn  &  Processing  Co.,  C.  F.  Hutchinson,  president  and  treasurer.  Mount 
ll>'    N.C. 

f..  Hanss  Holt  Manufacturing  Co.,  Graham,  N.  C. 
'hAdinrick  Hoskins  Co.,  Charlotte,  N.  C. 
Ui£fsi<le  ^irlills^  Chas.  H.  Haynes,  president,  Cliffside,  N.  C. 
Lenoir  Cotton  Mills.  J.  L.  Nelson,  Lenoir,  N.  C. 

Bell\irill  Cotton  Mills.  J.  W.  Williamson.  Secretary  and  treasurer,  Wilmington,  N.  C. 
Greenville  Cotton  Mill.  Greenville,  N.  C. 
Lily  Mill  Power  Co.,  Shelby,  N.  C. 


1  Gannon  Manufacturing  Co.,  kannapolis,  N.  C. 
Elk  Furniture  Co.,  Lex 


^.^  *  — **.«-*..  ^w.,  ..exington,  N.  C. 
Lola  Manufacturing  Co.,  Stanley,  N.  C. 
Alba  Manufacturing  Co.,  Stanley,  N.  C. 
i*atawba  Spinning  Co.,  Mount  Holly,  N.  C. 
Globe  Yam  MiUs,  Mount  Holly,  N.  C. 
Liberty  Cotton  Mills  Clayton,  N.  C. 
Asheville  Supply  &  Foundry  Co.,  Asheville,  N.  C. 
^laxton  Manufacturing  Co.,  Maxton,  N.  C. 
E.  II.  Williamson,  Blowing  Rock,  N.  C. 
C\  E.  Hutchinson,  Mount  Holly,  N.  C. 
\V.  C.  Winkler  <fe  Co.,  Wilkesboro.  N.  C. 
States ville  Cotton  Mills,  vStatesville,  N.  C. 
John  B.  Ross  &  Co.  (Inc.),  Charlotte,  N.  C. 
Now  Bern  Iron  Works  &  Supply  Co.,  New  Bern,  N.  C. 
Dais>-  Hosiery  Mills,  Burlington,  N.  C. 
Bearskin  Cotton  Mills,  Monroe,  N.  C. 
Jennings  (Cotton  Mills,  Lumberton,  N.  C. 
Dresden  Cotton  Mills,  Lumberton,  N.  C. 
I^imberton  Cotton  Mills,  Lumberton,  N.  C. 
Xeuse  Manufacturing  Co.,  Neuse,  N.  C. 
The  Champion  Fiber  Co.,  Canton,  N.  (>. 

Vnited  States  Potash  Producers'  Association,  by  Frederick  W.  Brown,  executive  sec- 
retary, "Washington,  I).  C. 

Hogalusa  Paper  Co.,  by  E.  H.  Frith,  Bogalusa,  La. 
Asheville  Mica  Co.,  by  W.  Vance  Brown,  Biltmore,  N.  C. 
Tar  Heel  Mica  Co.,  by  D.  T.  Vance,  Spruce  Pine,  N.  C. 

Knox  Boude,  representing  American  Poultry  Association,   Poultry  Producers  of 
Central  California,  Oregon  Cooperative  Poultry' Association,  Washington  (Cooperative 
Poultry  Association. 
<'hamber  of  Commerce,  Phoenix,  Ariz. 

Arizona  Cotton  Growers  Association,  W.  H.  Knox,  general  manager,  Phoenix,  Ariz. 
Pema  Cotton  Growers  Association,  Phoenix,  Ariz. 

Crude  Cotton  Seed  Oil  Tariff  Commission,  William  Hutchinson,  secretary,  Atlanta, 
r»a. 
Turpentine  Rosin  Producers'  Association,  C.  F.  Speh,  secretary,  New  Orleans,  La. 
National  Mohair  Growers  Association,  R.  E.  Taylor,  president,  Carlsbad,  N.  Mex. 
John  H.  Kirby,  Kirby  Liunber  ('o.,  Houston,  Tex. 
Bank  of  Pilot  Mountain,  I.  M.  Gordon,  cashier,  Pilot  Mountain,  N.  C. 
The  Ivy  Mill  Co.,  Hickory,  N.  C. 
Cora  Cotton  Mills,  Kings  Mountain,  N.  C. 
Jerome  Boiick  Sons  Co.,  carriage  manufacturers,  Conover,  N.  C. 
Grant  Brick  Works,  by  Lewis  M.  Grant,  Weldon,  N.  C. 
Moftitt  Furniture  Co.,  High  Point,  N.  C. 
Yarbrough  &  Bellinger  Co.,  Charlotte,  N.  C. 
Powell  Bros.,  Lenoir,  N.  C. 
Standard  Table  Co..  Greensboro,  N.  C. 
Hanes  Chair  &  Table  Co.,  Mocksville,  N.  C. 
Alma  Furniture  Co.,  by  C.  E.  Hayworth,  High  Point,  N.  C. 
Ijelgado  Mills,  Wilmington,  N.  C. 

E.  A.  Smith,  cotton  manufacturer,  Kings  Mountain,  N.  C. 
Modena  Cotton  Mills  Co.,  J.  D.  Moore,  secretary,  Gastonia,  N.  C. 
Morrowebb  Cotton  Mills  Co.,  bv  J.  D.  Moore,  secretarj',  Gastonia,  N.  C. 
Ed  Mellon  Co.,  Chariotte,  N.  C. 
Rocksboro  Cotton  Mills,  J.  A.  Long,  president,  Roxsboro,  N.  C. 
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Senator  Smoot.  What  other  classes  of  business  were  repres^-i.** 
Were  other  classes  of  business  represented  ? 

Mr.  Wharton.  Yes.     They  were  manufacturers  and  bankers  r>- 
cipally.     The  manufacturers  seem  to  be  very  much  interested  r.  • 
preservation  of  the  dyeing  interests  in  this  country.     Althou£t.  ■ 
do  not  manufacture  dyestuffs  in  the  South,  our  manufacturers  •^- 
to  be  more  interested  in  that  subject  than  any  other  thai  ^\r 
before  us. 

Senator  Smoot.  What  I  had  reference  to  was  your  resok* 
adopted  on  August  16  signed  by  two  hundred  and  some  odd  h*:-i. 

Mr.  Wharton.  Yes. 

Senator  Smoot.  Were  the  bankers  the  only  ones  that  tou  '-■•. 
get  to  sign  this  ? 

Mr.  Wharton.  Those  are  the  only  ones  we  asked  to  si^n.    '^ 
did  not  have  time  to  go  to  everyone.     I  knew  the  banks.    T*- 
other  industries  were  not  asked  to  sign.     We  did  not  have  the  xir 

Senator  Reed.  Didn't  you  have  a  convention  ? 

Afr.  Wharton.  Yes. 

Senator  Reed.  Was  there  no  one  besides  bankers  at  the  convenii*  r 

Mr.  Wharton.  Yes;  there  were  merchants,  manufacturers,  ir 
bankers. 

Senator  Reed.  The  manufacturers  signed  the  last  one  of  :: 
sheets  which  has  to  do  with  the  dyes. 

Mr.  Wharton.  Yes. 

Senator  Reed.  But  the  bankers  signed  the  other  resolution' 

Mr.  Wharton.  Yes.  That  was  not  confined  to  those  tL^^ 
Those  who  were  not  there  were  asked  to  approve  this  resolution  ' 
letter  or  by  wire. 

Senator  Reed.  Your  general  business  men  do  not  seem  t**  '• 
represented.     Their  names  do  not  seem  to  appear  on  either  of  th** 
sheets.     You  have  manufacturers   and  bankers.     The  rest  of  * 
business  men  do  not  seem  to  be  represented  there,  except  one  lun:'*^' 
concern. 

Mr.  Wharton.  There  are  two  lumber  concerns. 

Senator  Reed.  Do  the  lumber  concerns  want  protection  too ' 

Mr.  Wharton.  I  hardly  think  so.  I  think  they  were  not  tfLv 
for  it.     I  do  not  think  they  came  before  you. 

Senator  Reed.  Are  they  interested  in  tne  dyeing  business  ? 

Mr.  Wharton.  The  manufacturers  are  interested  in  the  dtrt-.' 
business.     I  would  like  to  say,  in  that  connection 

Senator  McLean.  I  notice  a  great  number  of  these  men  repn>:'' 
the  textile  industry. 

Mr.  Wharton.  Some  of  them  are  textile  manufacturers.  A  gn* 
many  of  them  are,  but  not  all  of  them. 

Senator  McLean.  Are  these  firms  in  favor  of  an  embargo  on  i}*^ 

Mr.  Wharton.  The  largest  concern  using  dyestuff  in  our  nj* 
and  in  the  South,  and  one  of  the  largest  in  the  country,  the  ProxuL:' 
Manufacturing  Co.,  has  this  to  say — I  would  like  to  read  whi:  M' 
Cone,  representing  that  company,  has  to  say. 

The  Chairman.  Your  purpose  is  largely  to  protect  the  Uve-^t*- 
and  agricultural  interests  of  the  South,  is  it  not  ? 

Mr.  Wharton.  Yes;  anything  in  the  South. 

The  Chairman.  Oh,  I  understand  that.     [Laughter.] 

Senator  Reed.  How  are  you  going  to  protect  the  liTe^tof* 
interests  1 


.M.%r%^ 


Mr.  Wharton.  That  is  for  the  live-stock  men  to  say.     They  will 

me  before  you  with  a  proposition  at  the  proper  time. 

Senator  Reed.  I  notice  several  coffin  manufacturers  want  a  dye 

xbargo, 

Mr.  w^HARTON.  I  want  to  say  this:   The  manufacturers  who  were 

esent  and  those  to  whom  we  wrote  or  wired  approved  of  it,  whether 

Ley  w6re  textile  men  or  not. 

I  would  like  to  read  an  extract  of  an  interview  handed  to  me  a  few 

inutes  ago  by  Mr.  Cone,  who  is  not  interested  in  the  dyestuffs  at  all, 

it  who  is  president  of  the  Proximity  Manufacturing  Cfo.,  the  largest 

snim  factory  in  the  country,  and  using  more  dyes  than  any  one  in 

16  South,  and  probably  nearly  as  much  as  any  concern  in  the 

)untry.      This  is  an  extract  from  an  interview  on  yesterday: 

So  far  as  any  fear  of  monopoly  in  the  American  industry  re8ulting|  from  a  strict 
nbarj^o  is  concerned,  I  may  say  that  the  experience  of  the  Proximity  Mills  with 
merican  dye  manufacturers  has  been  such  as  to  convince  me  that  such  a  fear  is  ill 
funded .  We  are  large  users  of  dyestuffs.  We  use  several  of  the  basic  dyes  in  large 
uantitiee.  We  paid  dearly  for  these  in  the  first  years  of  the  war,  but  under  the 
reasure  of  competition  among  three  of  the  large  American  chemical  plants  we  have 
5en  this  war  price  gradually  reduced,  imtil  now  we  are  paying  less  than  one-third  the 
eak  price,  and  recently  the  reductions  have  been  frequent. 

From  all  information  which  I  have  at  hand,  the  continuance  of  an  adequate  dy  e 
mbaiigo  is  quite  as  \'ital  to  southern  textile  mills  as  it  is  to  national  gafety,  and  I  for 
ne  am  in  hearty  favor  of  it. 

Senator  Smoot.  The  resolution  which  I  have  before  me  reads,  in 
)art,  as  follows:  ^ 

We  favor  such  national  legislation  as  may  be  required  to  permanently  establish  the 
iye  industry  in  the  United  States,  and  that  we  consider  as  essential  to  such  extablish- 
nent  the  continuance  of  the  temporary'-  embargo  now  in  force  under  the  emergency 
:ariff  act  beyond  its  expiration  date  of  August  28  and  until  such  time  as  permanent 
iariff  legislation  shall  be  enacted  by  Congress. 

Mr.  Wharton.  Yes.     I  had  not  read  the  resolution.     I  was  going 

to  read  that  second  resolution  indorsed  by  185  of  our  manufacturers. 

Senator  Reed.  Do   you  believe   that   the   South  is  particularly 

interested  in  the  dye  industry  in  any  way  that  the  rest  of  the  country 

isnot«  / 

Mr.  Whakton.  No,  sir;  I  think  not.  I  think  the  whole  country 
should  be  interested  and  should  be  considered, 

Senator  Reed.  You  are  asking  for  protection  for  the  South.  Of 
course,  you  produce  a  great  deal  of  cotton.  Do  you  think  there 
should  be  any  protection  on  common,  ordinary  cotton  ? 

Mr.  Wharton.  Now,  so  far  as  details  of  that  kind  are  concerned, 
I  am  not  able  to  answer.  I  do  not  raise  cotton  myself.  We  are  just 
out  of  the  cotton  belt.  We  think  that  when  these  people  come  up 
and  ask  for  anything,  it  deserves  your  careful  consideration. 

Senator  Reed.  Yes.  Do  you  tnink  there  is  anything  raised  down 
South  that  deserves  protection  ? 

Mr.  Wharton.  Yes ;  of  course. 

Senator  Smoot.  There  would  be  cotton  cloth. 

Mr.  Wharton,  iind  our  beef  interests  in  the  Southwest. 

Senator  Reed.  How  are  we  going  to  protect  you  on  that  ?  You 
ship  beef  abroad,  do  you  not  ? 

Mr.  Wharton.  What  is  the  price  of  hides  to-day  ? 

Senator  Reed.  Nothing. 
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Mr.  Wharton.  I  am  not  posted  on  the  schedule  part  of  it  at  all 
I  wanted  to  ask  a  question  about  hides.  They  are  shipped  in  hen 
in  tremendous  quantities. 

Senator  Reed.  Are  they  ? 

Mr.  Wharton.  I  understand  so.  You  can  tell  from  your  reijord 
whether  I  am  correct  or  not.  That  was  a  statement  made  befor 
the  convention. 

Senator  Reed.  I  want  to  ask  you  three  or  four  questions. 

Outside  of  what  is  called  sea-island  cotton,  you  produce  a  grea 
deal  more  cotton  in  the  South  than  can  be  used  in  the  South,  d 
you  not  ? 

Mr.  Wharton.  I  do  not  think  the  cotton  people  are  going  to  as 
for  protection  in  the  South. 

Senator  Reed.  Are  you  suffering  from  the  importation  of  cattl 
in  the  South  ? 

Mr.  Wharton.  It  was  stated  at  the  meeting  that  whUe  hides  ar 
by-products,  they  are  a  large  by-product,  ana  that  they  are  selliiij 
for  almost  nothing  to-day. 

Senator  Reed.  1  am  speaking  of  live  stock. 

Mr.  Wharton.  I  can  not  answer  you. 

Senator  Reed.  As  a  matter  of  fact,  you  used  to  get  a  great  manj 
cattle  from  Mexico.     You  brought  them  into  Texas  ana  fed 
up  and  then  you  made  money  on  them. 

Mr.  Wharton.  You  are  much  better  posted  on  that  than  Jam. 

Senator  Reed.  Well,  I  will  not  ask  any  more  questions. 

The  Chairman.  Mr.  Arnold,  will  you  mtroduce  to  the  committw 
the  next  one  of  your  associates  who  desires  to  be  heard  ? 

STATEMENT  OF  MB.  A.  B.  HIGH,  OF  GBEEKSBOSO,  I.  C. 

The  Chairman.  What  is  your  occupation  ? 

Mr.  High.  I  am  a  builder — a  contractor. 

The  Chairman.  Will  you  state  to  the  committee  your  view's  on 
the  subject? 

Mr.  High.  Mr.  Chairman,  I  simply  came  as  a  messenger  bearinf 
these  resolutions.  These  resolutions  carry  the  signatures  of  400 
business  firms  in  our  State.  In  addition  to  these  signatures  thw 
are  many  telegrams  and  signatures  still  coming  in.  This  raeetin^vas 
held  without  any  great  preliminary  work  being  done.  The  agni- 
tures  r(^j)n\sent  at  least  400  concerns,  and  we  simply  desire  to  gi^« 
them  to  you  that  you  ma}"  have  some  idea  of  the  trend  of  thought 
of  the  business  men  of  that  State.  We  are  asking  only  that  tbv 
be  recot^nizod  in  considering]:  the  tariff  bill.  Thev  arc  verv  much 
mterested  in  the  dye  industry.  It  seems  that  the  usei-s  of  dvesm 
our  country  want  good  protection  on  dyestuff.  Outside  of  that. 
1  do  not  care  to  go  into  details. 

Senator  Rkei).  How  did  this  meeting  happen  to  be  gotten  up' 
There  seem  to  h(»  two  gentlemen  here  who  are  representatives,  hot 
both  of  you  do  not  seem  to  know  anything  about  the  matter. 

Mr.  Himi.  Mr.  Whartcm  is  treasurer  of  the  North  Carolina  (ii^* 
sion.  As  I  stated  before,  I  came  simply  as  a  messenger  beaiii? 
these  resolutions.  1  may  say  that  possibly  Mr.  Arnold,  who  is 
secretary  of  the  vSoutliern  Tariff  League,  may  be  able  to  answer yoor 
questions. 

The  Chairmax.  Mr.  Arnold,  will  you  answer  these  questi(»ns' 


Will  ^^-ou  please  state  your  name  for  the  record  ? 

STATEMENT  OF  MB.  J.  A.  ARNOLD. 

Mr.  Ajrnold.  J.  A.  Arnold. 
The  Chairmax.  What  is  your  address  ? 
Mr.  Aknold.  Fort  Worth,  Tex. 

The  Chairman.  You  are  secretary  of  this  association  ? 
Mr.  Arnold.  Of  the  Southern  Tariff  Association. 
The  Chairman.  What  is  your  occupation  in  addition  to  that  i 
Mr.  Arnold.  I  give  my  entire  time  to  that. 

The  Chairman.  Will  you  answer  the  questions  put  to  you  by 
enator  Reed? 
Mr.  Arnold.  Yes. 

Senator  Reed.  You  had  a  meeting  down  in  Greensboro,  N.  C. 
Mr.  Arnold.  Yes. 

Senator  Reed.  Before  I  come  to  that,  I  want  to  ask  you  when  this 
southern  Tariff  Jjeague  was  organized. 

Mr.  Arnold.  The  first  meetings  were  held  in  New  Orleans  on 
)ctober.  9  and  10,  I  believe,  of  last  year. 
Senator  Reed.  You  had  a  great  many  oilmen  there,  didn't  you? 
Mr.  Aknold.  Yes,  sir. 

Senator  Reed.  And  you  had  some  very  prominent  oilmen  there, 
is  well  as  lumbermen,  didn't  you  ? 
Mr.  Arnold.  If  there  were  anv  of  them  there,  I  do  not  recall. 
Senator  Reed.  You  had  some  lumbermen  there,  did  you  not? 
Mr.  Arnold.  Well,  Mr.  Kirby  is  a  lumberman.     He  is  president 
o!  our  organization. 

Senator  Reed.  Do  you  favor  a  tariff  on  lumber  ? 
Mr.  Arnold.  Our  organization  has  not  passed  upon  it. 
Senator  Reed.  Do  you  favor  a  tariff  on  oil  ? 

Mr.  Arnold.  The  organization  has  not  passed  on  oil.     This  reso- 
lution represents  more  nearly 

Senator  Reed  (interposing).  Do  you  favor  a  tariff  on  sea-island 
cotton  or  on  long-staple  cotton  ? 

Mr.  Arnold.  We  are  on  record  as  in  favor  of  it. 
Senator  Reed.  How  much  is  produced  in  North  (^arolina  ? 
Mr.  Arnold.  I  do  not  know. 
Senator  Reed.  There  is  not  any,  is  there  ? 
Mr.  Arnold.  I  do  not  know. 

Senator  Reed.  How  much  is  produced  in  this  country  in  propor- 
tion to  the  total  amount  consumed  ? 

Mr.  Arnold.  I  could  not  tell  vou.     We  have  a  division  of  cotton 
growers  who  know  about  that. 

Senator  Reed.  Do  you  claim  that  you  represent  the  sentiment  of 
the  South  ? 

Mr.  Arnold.  I  claim  that  these  signatures  represent  the  men  who 
signed. 

Senator  Reed.  Yes;  but  do  you  claim  that  that  is  representative 
of  the  sentiment  of  the  South  ? 
ilr.  Arnold.  1  think  it  is  a  true  reflection  of  it. 
Senator  Reed.  Don't  you  know  that  nine  men  out  of  ten  in  the 
South  are  against  a  high  protective  tariff  and  always  have  been  ? 
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Mr.  Arnold.  That  depends  upon  how  you  Idok  at  it. 

The  Chairman.  Senator,  you  doubtless  recall  the  Angora  p'^* 
Congressman  Garner's  district.     Under  the  revenue  act  of  VM '  ' 
sheep  of  Montana  were  permitted  to  perish  under  free  trade.  » 
a  heavy  duty  was  placed  upon  the  hair  of  the  Angora  goat. 

Senator  Reed.  But  that  is  not  the  question  I  am  asking  tlm  « 
ness? 

Do  you  want  protection  on  cotton  seed  ? 

Mr.  Arnold.  The  organization  stands  for  that. 

Senator  Reed.  Is  there  any  cotton  seed  shipped  in  ? 

Mr.  Arnold.  I  know  of  cottonseed  oil.     Tnere  has  be^i  c*  t? 
seed  oil  shipped. 

Senator  Reed.  I  was  speaking  of  cotton  seed. 

Mr.  AJRNOLD.  I  suppose  so. 

Senator  Reed.  Don't  we  ship  abroad  a  great  deal  of  cottonsMd  - 

Mr.  Arnold.  I  could  not  say  that.  The  cottonseed  divisifi 
our  organization  has  that  matter  in  charge. 

Senator  Reed.  Do  you  want  protection  on  hides  now  ? 

Mr.  Arnold.  Yes. 

Senator  Reed.  How  many  cattle  does  North  Carolina  prodo« 

Mr.  Arnold.  We  have  18  States  in  our  organization.    Thi*  • 
one  division,  one  State  division. 

Senator  Reed.  Did  you  have  any  cattlemen  at  your  coDvent- ' 
Are  there  any  cattlemen's  signatures  attached  to  these  resolut^uc* 

Mr.  Arnold.  It  was  not  worked  among  the  cattlemen. 

Senator  Reed.  You  have  coffin  men  on  the  list,  why  not  c»::.- 
men? 

Mr.  Arnold.  Only  the  manufacturers  and  bankers  hare  f»»: 
circulated. 

Senator  Reed.  How  many  States  are  in  this  association  i 

Mr.  Arnold.  Thirteen  States,  including  Missouri. 

Senator  Reed.  How  many  men  were  tnere  from  Missouri  J 

Mr.  Arnold.  I  do  not  Know.  We  had  13  States  represent*^ 
I  do  not  know  whether  your  State  was  represented  or  not. 

Senator  Reed.  I  know  the  State  was  not  represented.  V^^' 
may  have  been  a  man  down  there.  You  would  not  want  to  let  r. 
that  the  people  of  Missouri  favor  these  thines. 

Mr.  Arnold.  I  am  sure  they  do.  I  think  that  reflects  souii*- 
sentiment. 

Senator  Reed.  I  live  in  Missouri  and  I  know  it  does  not  reprrsr" 
the  Missouri  sentiment. 

Mr.  Arnold.  We  may  hold  a  convention  there  to  see. 

Senator  Reed.  Yes;  you  may  do  that.  How  many  people  I'r 
at  your  convention? 

Mr.  Arnold.  We  held  four  or  five. 

Senator  Reed.  Take  the  last  one. 

Mr.  Arnold.  About  250. 

Senator  Reed.  What  is  the  population  of  these  14  or  15  St«t<* 

Mr.  Arnold.  Our  congress  nas  delegates  who  are  sent  to  tb^ 
meetings. 

Senator  Reed.  Delegates  from  whom  ? 

Mr.  Arnold.  From  the  organizations. 

Senator  Reed.  What  organizations  ? 
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Mr.  Arnold.  We  are  not  presenting  th^t  kind  of  a  resolu^- 
That  is  signed  by  the  majority  of  the  bankers  and  manufacturpff^ 
that  State. 

Senator  IIe£D.  Let  us  see  about  that.  It  is  not  signed  bi 
majority  because  one  witness  said  that  there  were  ov^r  600  baiL^« 

Mr.  Arnold.  By  to-day  there  would  be  a  majority,  if  we  hmA 
latest  records. 

The  Chairman.  Mr.  Arnold,  Senator  Gooding  vrishes  to  Mibk  % 
some  questions. 

Senator  Gooding.  Mr.  Arnold,  how  many  governors  were  mt  *i  . 
meeting  at  the  Atlanta  convention  ?     I  mean  now  real  live  goveru-  '• 

Mr.  Arnold.  There  were  two  there.     Governors  and  govfm---- 
elect  of  13  States  signed  the  call. 

Mr.  Gooding.  How  many  signed  the  resolution  i 

Mr.  Arnold.  The  call  is  the  declaration  of  principles  and  p-  • 
only  resolution  we  had.     The  call  is  itself  our  declaration  of  pr-  - 
ciples.     They  signed  the  call  calling  the  conference  ti^ether. 

Senator  Watson.  Did  the  Southern  congress  pass  those  resolutiii*'  • 

Mr.  Arnold.  Well,  not  anything  more  than  the  resolutions  w«''i 
be  contained  in  what  we  have  here;  that  is  probably  what  the  >••■-* 
stands  for,  what  is  contained  in  that  banker's  resolution. 

Senator  Reed.  You  mean  that  is  what  this  part  of  the  South  t- 
signed  this  paper  stands  for  ? 

Mr.  Arnold.  That  reflects  the  sentiment  as  expressed  by  tr.  • 
representatives,  and  that  section,  I  think,  truly  represents  the  '*eor 
ment  of  the  South.     Those  bankers,  in  some  instances,  called  meetL*  .-> 
of  their  boards  of  directors,  and  business  men,  and  that  is  th*  <^^ 
census  of  opinion  of  them  who  represent  the  South  as  expressed  ^ 
those  bankers  and  would  be  reflected  in  any  State. 

Senator  Reed.  You  sent  out  tt  call  to  people  who  were  in  f« '  * 
of  the  tariff  to  "get  busy,''  and  this  is  the  result  ? 

Mr.  Arnold.  No;  those  resolutions  were  sent  out,  and  they  ^is^- 
the  resolutions. 

Senator  Reed.  And  if  they  did  not  favor  it  they  did  not  o-r 
and  if  they  did  favor  some  of  them  came  and  signed  the  res<Jutit«^' 

Mr.  Arnold.  And  I  think  we  got  the  consensus  of  opinion  that  w»' 

Senator  Reed.  How  were  these  delegates  appointra  I 

Mr.  Arnold.  They  were  appointed  by  chambers  of  comnier 
by  industrial  organizations  and  they  were  authorized  to  speak  *•' 
them  on  those  subjects. 

Senator  McLean.  The  chambers  of  commerce  and  the  indoor. 
organizations,  did  they  have  anything  in  the  nature  of  a  referendnr 
What  interest  did  they  represent,  what  proportion  of  the  people  * 

Mr.  Arnold.  Yes;  our  organization  undertakes  to  represent  i' 
I  think  does  at  least  reflect  the  organized  element  of  the  South;  thAt=' 
those  industries  and  those  organizations  who  are  concerned  in  ** 
development,  progress,  and  welfare  of  the  South. 

Senator  Reed.  These  delegates  are  chosen  by  local  organixatinr.^ 

Mr.  Arnold.  They  are  chosen  by  local  organizations  and  ' 

by  us.  ...  ... 

Senator  Reed.  And  those  organizations  in  your  opinion  (•." 

represent  the  sentiment  of  the  people  of  the  South  i 

Mr.  Arnold.  Thev  are  authorized  to  do  so. 
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Senator  Reed.  The  first  were  asked  generally  for  such  ur* 
schedules  on  southern  products  as  would  equalize  the  cost  <»f  r- 
duction,  etc.,  and  the  other  proposed  to  free  raw  materials  tm  xr- 
cultural^  pastoral  and  mining  products,  that  is  the  essence  (»' 
Those  resolutions  are  signed  practically  exclusively  by  bank?.  'J.  ■ 
may  be  somebody  else  on  here  besides  the  bankers,  but  if  then?  :• 
have  not  found  hun. 

Mr.  Arnold.  We  have  everything  on  here. 

Senator  Reed.  Let  us  see  wnat  we  have  here.  I  am  looking  a:  * 
one  you  have  offered;  I  can  not  look  at  the  two  papers  at  once. 

Mr.  Aknold.  They  are  coming  in  at  the  rate  of  about  40  or  50  &  d  - 
and  a  week  later  we  would  have  had  the  whole  State. 

Senator  Reed.  Take  the  first  sheet.  Is  there  anybody  on  th^i  ii^ 
sheet  but  bankers  ?    I  do  not  know  it  if  there  is. 

Mr.  Arnold.  It  was  not  circulated  to  any  one  but  banks. 

Senator  Reed.  The  second  sheet  recites  that — 

We  favor  such  national  legislation  ae  may  be  required  to  permanently  eeea^  .:: 
the  dye  industry  in  the  United  States,  and  ask  for  an  embargo. 

That  is  signed  by  a  large  number  of  manufacturers.  Speai^r: 
broadly,  I  should  judge  from  the  names  that  they  are  manof actur^.-^ 
a  lai^e  number  of  them,  of  cotton  goods.  Then  there  seems  io  ^»  - 
choice  selection  of  casket  makers  [laughter]  and  a  great  numbir  ■ 
furniture  manufacturers.  Do  you  know  of  any  other  class  of  p^'V 
on  here  ? 

Mr.  Arnold.  Yes;  we  have  the  poultry  associations,  the  pruLi.- 
producers  of  central  California. 

Senator  Reed.  Poultry  associations;  yes.  Of  course,  ther  a:- 
interested  in  the  embargo  on  dyes  ? 

Mr.  Arnold.  The  whole  sentiment  in  the  South,  Senator,  i?  f «? » 
tariff;  that  is  the  one  purpose  of  our  organizations. 

Senator  Reed.  You  say  the  whole  sentiment  of  the  people  <rf  *'i* 
South,  or  these  people  you  gathered  together  ? 

Mr.  Arnold.  Those  people  who  produce  and  create  in  the  Si»c*-: 
want  a  duty. 

Senator  Reed.  How  many  farmers'  organizations  are  on  u*> 
Tell  us  one. 

Senator  Gooding.  Read  that  list. 

Mr.  Arnold.  There  are  four  poultry  associations:  The  Anwrvt: 
Poultry  Association;  the  Central  California  Association,  who  hn: » 
man  t6ere;  the  Poultry  Association  of  Washington;  the  ChaniM  * 
Commerce  of  Phoenix,  Ariz.;  the  Arizona  Cotton  Grower?*  A^^ 
ciation. 

Senator  Reed.  I  am  asking  for  farmers'  associations. 

Mr.  Arnold.  The  Arizona  Cotton  Growers'  Association  is  a  ftni- 
ers^  organization. 

?>  Senator  Reed.  They  are  the  long-staple  fellows  who  want  a  tiLrr 
and  they  have  got  a  hundred  acres  of  land,  or  something  like  thi* 
out  there  in  long-staple  cotton. 

Mr.  Arnold.  They  need  a  tariff,  no  matter  who  owns  the  lar' 
it  is  a  question  of  building  up  the  industry. 

Senator  Reed.  Do  you  tell  me  that  you  can  build  up  in  thk  ccntnt.^ 
a  long-staple  cotton  industry  that  will  supply  the  needs  d  'i^ 
coimtry,  with  the  amount  of  ground  in  the  Lmted  States  thai  « • 
raise  tliat  kind  of  cotton  i 
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Mr.  Wharton.  We  thank  you,  Mr.  Chairman.     I  do  not  thin*.  •_• 
resolution  implies  especially  to  high  tariff,  but  the  manuf actun  r-  . 
our  State  are  in  favor  of  a  protective  tariff,  and  there  is  only  un*  * 
that  has  kept  them  from  expressing  themselves  much  stronger  "^ 
thOT  have  expressed  it. 

The  Chairman.  I  think  the  committee  realizes  your  position 

Mr.  Wharton.  I  do  not  think  Senator  Reed  denies  tnat  fari. 

Senator  Reed.  I  do  not  know  of  a  manufacturer  anywhenr  wi 
does  not  want  all  the  protection  he  can  get. 

The  Chairman.  The  committee  will  now  proceed  to  hear  Mr.  </  . 
Gulick. 

Please  state  your  residence  to  the  committee,  Mr.  Gulick. 

STATEHENT  OF  MB.  C.  P.  OTJLICK,  HATIOlf  AL  OIL  PBODUCTi 

CO.,  NEWAEK,  V.  J. 

Mr.  Gulick.  My  name  is  C.  P.  Gulick;  my  residence,  Newark.  N 

The  Chairman.  What  is  your  occupation? 

Mr.  Gulick.  I  am  treasurer  of  the  National  Oil  Produri>  t 
manufacturing  sulphonated  cod  and  castor  oils,  and  I  am  also  n-p*  - 
sen  ting  the  sinphonated  oil  manufacturers  to  the  extent  of  ab-»u:  ■ 
per  cent  of  the  sulphonated  oil  production. 

I  wish  to  first  address  myself  to  paragraph  49,  as  recrards  o»il  ii . 
cod  liver  oils.  I  would  say  in  that  connection,  primarily,  thai  *4  " 
production  of  cod  and  cod  liver  oils  only  about  20  per  cent — ^this  i?  t 
estimation — is  for  medicinal  purposes;  that  the  Dulk  of  the  ''il  ^r..- 
ported  into  the  country  or  produced  in  the  country  is  for  indu^rr .. 
use. 

Senator  Smoot.  What  is  your  suggestion  as  to  the  rate  i 

Mr.  Gulick.  I  am  asking  that  cod  liver  oil  be  maintained  on  •: 
free  list,  as  in  the  Underwood  law,  I  think,  for  just  one  or  two  reas-  ^  * 
which  I  will  give  briefly:  In  the  first  place,  the  production  of  domr-' 
oil  is  inadequate  for  the  industries,  from  the  standpoint  of  qwL^ 
It  can  not  be  improved  in  this  respect,  because  to  get  the  proper    . 
for  the  tanning  industry  which  is  the  chief  source  of  outlay  for  o>i 
we  must  have  an  oil  produced  in  cold  northern  waters  to  pnJ .  ■ 
certain  cold  tests;  otherwise,  we  have  a  very  bad  reaction  up««  *' 
leather,  which  causes  serious  and  irreparable  damage. 

It  is  impossible  to  produce  domestic  oil  from  our  fish  caught  in  •  -* 
warmer  waters  that  have  this  necessary  cold  test.     There  is  an  •*!•- 
tional  reason  why  our  domestic  oil  is  noncompetitive  with  the  Xri- 
foundland  oil. 

Senator  Reed.  Let  me  ask  you  a  question.    Do  you  know  llu;  t:. 
American  fish  ought  to  be  protected  against  the  fish  in  Canada ' 

Mr.  Gulick.  If  you  could  improve  the  fish,  perhaps;  unftc:-- 
nately,  he  lives  in  a  different  environment.  It  is  a  question  of  rr- 
vironment  upon  the  animal  itself  that  we  can  not  overcome.  1  Li'* 
no  objection  to  protecting  the  fish  as  such,  or  even  the  nun  «^ 
catches  it,  but  I  do  say  it  is  impossible  by  any  protective  measun*  * 
produce  a  cod  oil  from  American  waters  that  will  be  satisfactuir  f  ' 
the  production  of  leather;  as  I  say  it  is  about  80  percent  of  thedMUAr<: 
for  cod  oil. 
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laud,  at  St.  Johns,  apropos  of  the  general  tariff  discussioii- 
tel^ram  states  as  follows: 


The  whole  New  Foundland  buBine«  commimity  hear  with  i  .  _  _  _ 
iDdi^nation  of  propoBed  tarifC  on  fish  and  oile  and  all  producto  of  the  mk.  Par:.!. 
excluding  our  product  from  America  market.  We  are  requeotod  by  importot  :rri| 
to  request  your  Bervices  and  active  work  have  adiuatment  made,  N«v  F«c»jii^| 
has  no  discriminatory  tariff.  United  States  maniuacturere  have  enjoyed  Jtrir-  ^  I 
even  over  United  Kingdom  for  past  yeare,  both  paying  cuaUime  tariff  on  pat  ■iioc^l 
preference  of  3D  per  cent  of  tariff  to  America.  New  Foundland  nae  16,ir~  —  ' 
lean  product  1920;  exported  to  America  under  6,000,000.  Believe  wf — 
tioDsfrom  you  and  other  exportere  would  have  tariff  adjustment  mad 
to  New  Foundland.  Use  your  utmoet  endeavors.  If  tariff  Btanda  briitW  p' 
opinion  will  compel  enforcement  diacriminatory  tariS  ourade. 

(The  brief  from  the  tanners  submitted  by  Mr.  Gulick  i>  here  prx: 
in  full,  as  follows;) 

Bmcp  o 


This  petition  is  presented  to  you  by  a  ^up  of  manutacturing  clMBa«i^=<| 
the  tanning  trade  and  whoee  busineBe  codbibIs  priinarily  in  the  nwanfactw  ti  '■ 

phonated  cod  oil. 

The  writer  has  been  requested  by  the  sulphonated  oil  manufactoren  of  tkc  re- 
states to  represent  them  and  to  proteet  agunst  a  duty  being  placed  npon  tM  a 

This  appeal  is  not  made  bv  tlie  tanning  industry  except  iDdirvctly  iknafl  > 
and  we  desire  to  present  the  met  to  yotir  honorable  body  tbat  onleM  we  an  m«-  '•  , 
procure  our  raw  matarial  as  cheaply  as  our  foreign  competiton  that  our  iadwi  >  - 
cease  to  exist.  I 

Ae  our  industry  repreeentB  the  investment  of  several  millioDe  of  doQan  ne  •;  I 
ployment  of  several  thousands  of  peiBone,  the  matter  i«  of  sufficient  intonat  ta  v^^e 
your  most  careful  consideration. 

We  therefore  respectfully  urge  that  cod  oil  be  retained  upon  the  frae  ti«  i^m: 
of  bearing  a  tax  of  12}  cents  per  gallon,  as  provided  for  in  the  preaent  tmSt,  tr  '.:• 
f  fallowing  reasons:  i 

'  1.  Protection  on  cod  oil  ia  not  necessary  nor  desirable,  as  domestic  d 
unsatisfactory  as  a  substitute  for  Newfoundland  oil,  and  is  therefore  m 
with  it.    Dtaneatic  oil  is  unsuited  for  use  on  leather  for  two  ntmam,  via: 

(a)  Coming  from  fish  caught  in  comparatively  wann  waters,  it  Uicla  the  ■ 
cold  test  and  is  therefore  too  gummy,  and  spews  out  on  Uie  fimriied  leatfcg.  c 
irreparable  damage,  i 

(b)  There  is  practically  no  pure  domestic  oil  produced,  aa  Ammeaa  SAKtm  ■- 
not  separate  the  cod  livers  from  those  of  the  other  Ssh  which  cooetiniw  th*  attfv  ^ 
catch,  and  therefore  the  so-called  domestic  cod  oil  is  rarelv,  if  ever,  a  pn»  coi--' 
oil.    Only  a  liver  oil  is  suitable  for  tanning  purpoeee,  and  UiMefore  the  I«A<»«<^  ■ 
facturers  insist  upon  pure  Newfoundland  oil  only. 

2.  Newfoundland  cod  oil  asBuch  is  the  basic  oil  used  in  the  maiaityofalllMC  : 
It  is  used  either  in  the  original  state,  or  as  a  sulphonated  oil,  or  aa  a  UcKUea  Inr* 
oxidized  cod  oil.    To  put  a  prohibitive  tarif!  on  such  an  imp<v1ant  raw  maiMial  •  ■ 
be  a  calamity  to  the  oil  and  leather  industriee.    As  atsw  material  fer  (Be<rfev  ■vr' 
industries  it  ii  entitled  to  free  entry,  as  provided  for  under  the  pnam  law. 

3.  "Hie  proposed  tax  would  increase  the  coet  of  leather  and  all  leatb«r  l*^-  ' 
Any  influences  which  would  thus  increase  the  coet  of  the  necesBtias  tA  Uit  bie  ■  .- 
resisted  to  the  utmost,  aa  wo  can  not  continue  the  much-needed  indntnial  f»i.  ■ 
menla  by  creating  artificially  high  coata  in  neceeear^-  alaplea. 

4.  Any  tax  upon  this  important  raw  maleria!  will  reeult  in  divcrtinit  il  to  t»""-" 
tanners  who  will  monopolii*  the  bulk  of  the  foreign  and  exp>art  field,  ihvi  i».--.". 
our  export  trade,  if  not  entirely  demolishing  it,  and  reeulting  in  a  seven  tromr.  '-     i 
of  American  prosperity. 

5.  Apfohioitivetax,  such  as  that  propoeed  would  be  ruinous  to  cfftaineili*^*'" 
which  have  been  establiahed  in  Newfoundland  with  Amerirui  capital.    OMWdfo     | 
investments  have  been  made  of  American  capital  in  Newfoundland  krihepi*--" 

of  cod  oilfor  use  in  the  American  market,  and  it  is  unfair  to  leprfaleili 

industrial  enterprises  out  of  existence  by  a  prchibitory  tax. 
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Radel  Leather  Manvfacturing  Co.,  Newark,  N.  J. — We  notice,  by  the  newspftpen 
that  the  proposed  Fordney  Tariff  Act  intenda  to  put  a  tariff  of  \2\  cents  per  gaUoQa 
imported  cod  oil. 

We  know  that  in  the  manufacture  of  leather,  and  for  other  purpoeee,  the  DAtivecod 
oil  is  not  as  pure  or  as  suitable  for  our  purpose  as  the  imported  Newfoundland  cod. 
The  native  article  is  inferior  in  every  way,  and  it  seems  essential  to  the  manuiacton 
of  first  class  cod  oil  to  have  it  done  in  a  cold  climate. 

Consequently,  we  think  the  proposed  tariff  will  prevent  or  almost  prohibit  the  im- 
portation of  the  superior  grade,  and  will  react  to  the  detriment  of  the  American  manii- 
tacturers.  We  therefore  tliink  if  there  is  any  possibility  of  changing  tliis  tariff  tbit 
Newfoundland  cod  oil  should  be  admitted  duty  free,  same  as  it  is  at  the  present  time. 

The  Martin  Dennis  Co.,  Newark,  N.  J. — We  understand  that  under  the  propond: 
Fordney  Tariff  Act  now  before  Congress  imported  cod  oil  is  to  be  removed  from  tbe 
free  list  and  set  down  to  pay  a  duty  of  12^  cents  per  gallon.  We  really  think  it  voold 
be  a  great  mistake  to  remove  this  material  from  the  free  list  because  the  amount  d 
revenue  to  be  derived  from  the  tariff  on  this  commodity  would  never  be  a  very  lii|^ 
sum  of  money  because  the  total  quantity  of  cod  oil  imfK)rted  is  not  great. 

Furthermore,  imported  cod  oil  is  a  basic  raw  material  much  needed  in  this  coimtiT 
because  the  domestic  cod  oil  is  an  inferior  product  and  for  many  uses  can  notaie^  , 
be  substituted  for  the  imported  cod  oil.  The  supply  of  domestic  cod  oil  is  ilwtyi 
limited  and  would  not  be  suflicient  to  supply  the  American  market,  even  though  it  j 
could  be  substituted  for  the  imported  cod  oil.  It  seems  to  us.  therefore,  that  itiroild 
be  a  calamity  of  no  mean  proportion  to  impose  any  duty  on  imported  cod  oil.  fortki 
result  would  be  to  raise  the  price  of  the  domestic  cod  oils  which  are  of  inferior  quality 
and  of  which  there  is  never  a  sufficient  supply. 

We  trust  you  will  give  the  above  statement  your  most  careful  consideration  aai 
urge  that  imported  cod  oil  be  allowed  to  come  in  duty  free,  as  at  present. 

England,  Walton  6c  Co.  (Inc.),  Philadelphia,  Pa. — It  is  our  understanding  that  tki 
proposed  Fordney  Tariff  Act  now  before  Congress  proposes  a  duty  of  12 J  cents  per 
gallon  on  cod  oil,  whicli  is  at  present  on  the  free  list.  Pure  Newfoundland  tankood 
oil  is  a  basic  raw  material  and  is  most  essential  to  the  manufacturer  of  tirst  class  leather, 
and  is  imdoubtedly  superior  in  many  ways  to  the  domestic  oil.  The  duty  propond 
is  a  most  excessive  duty,  and  will  undoubtedly  limit,  if  not  prohibit  altogetlirili 
importation. 

Leas  &  McVitty  (Inc.),  Philadelphia,  Pa. — ^We  are  writing  you  in  reference  to  tb 
proposed  duty  on  Newfoundland  cod  oil  In  the  Fordney  Tariff  Act,  now  befoie  Oofr 
gress,  cod  oil  is  set  down  to  pay  a  duty  of  12  J  cents  per  gallon.  At  present  it  is  W 
the  free  list. 

Pure  Newfoundland  cod  oil  is  a  basic  raw  material  and  is  far  superior  in  every  nj 
to  the  domestic  cod  oil.  Newfoundland  oil  is  purer,  contains  less  "foots,"  and  ■ 
uniform  in  quality  from  year  to  year,  whereas  the  domestic  oil  can  not  be  relied  upon. 
As  for  ourselves,  we  found  it  necessary  to  discontinue  entirely  the  use  of  donwitic 
cdd  oil  some  years  ago. 

./.  G.  Curtis  Leather  Co.,  Ludlow,  Pa. — ^We  have  been  informed  that  the  nev tariff 
bill  now  before  Congress  provides  for  a  duty  of  12 J  cents  per  gallon  on  cod  oil,  whid 
at  the  present  time  is  on  the  free  list. 

Wo  are  large  us(ts  of  pure  Newfoundland  cod  oil,  buying  it  in  tank  cars.  Thatflil 
can  not  be  produced  along  the  coast  of  the  United  State's  because  it  is  made  from  lii 
in  cold  water  in  the  northern  climate,  which  produces  a  better  grade  of  oil.  Suoh« 
is  used  in  the  manufacture  of  the  higher  classes  of  upper  leather.  If  it  is  the  Durpo* 
of  Congress  to  protect  American  industries  and  American  labor,  there  shoula  be» 
duty  pla(Td  uj^on  this  product,  which  can  not  be  produced  within  the  United  Sttt* 
Such  a  duty  will  add  to  the  cost  of  leather  without  any  benefit  to  the  nianufwnBai 
in  this  countr>^  The  only  benefit  from  such  a  duty  would  be  the  increased  revpi«| 
for  the  (iovernnicnt,  which  we  understand  is  not  the  basis  upon  which  the  newuni 
is  being  framed. 

Reiff  d-  Co.,  Philadelphia,  Pa. — This  tax  we  unhesitantly  believe  if  ex(effii^. 
uniust,  unreasonable,  and  practically  prohibitive.  We  further  believe  that  thw» 
not  a  Representative  in  Washington  who,  if  he  were  a  practical  tanner,  or  evenM* 
fair  conception  of  the  tanning  industry ,  would  ever  vote  for  such  a  tax. 

The  enactment  of  this  tax  would  practically  prohibit  the  use  of  pure  NewfoundliM 
tanked  cod  oil,  one  of  the  principal  and  essential  products  for  producing  leathffo 
the  better  grade.  It  has  always  been  recognized  as  a  basic  raw  material  and  i? <**" 
tial  to  the  manufacturer  of  a  high-grade  product.  , 

It  is  true  we  have  a  domestic  product,  but  it  is  also  true  that  pure  NewfoundltfJ 
cod  oil  is  far  superior  to  the  domestic  brand  and  "will  produce  a  finer  and  better  i«t«f 
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assessed  on  the  latter  would  affect  our  business  in  as  far  as  the  cost  of 
is  concerned. 

Ashland  Leather  Co.,  Ashland,  Ky. — It  seems  to  us  that  it  would  be  voy  afi».: 
this  time  to  place  a  duty  upon  Newfoundland  cod  oil,  as  this  oil  is  v€r>'  r«- 
in  the  manuracture  of  leather,  and  a  duty  on  same  would  only  tend  to  iiit7»ik» 
cost  of  manufacturing  leather  in  this  country,  and  it  is  very  important  to  th^  ul 
and  leather  manufacturers  to  hold  down  the  cost  of  manufacture  of  leather  .*.  " 
to  compete  with  Canada,  England,  and  other  countries  in  the  manufacturp  <.i  ■>: 

Janney  <fe  Burroitgh,  Philadelphia,  Pa. — Our  experience  with  the  Xewio*:'»: . 
oil  would  show  that  it  is  made  from  nothing  but  cod,  whereas  in  the  dooiest.  ' 
is  a  mixture  with  the  cod  of  menhaden,  herring,  and  other  fish  oils,  entirely  h» 
the  uniformity  of  the  oil  and  spoiling  the  excellent  results  which  would  be  cr.-. 
from  a  pure  unmixed  oil,  such  as  the  cod  oil  received  from  NewfouDdland 

General  Leather  Co.,  Newark,  N.  J. — Pure  Newfoundland  cod  oil  is  mor^  lu- 
be pure  than  domestic,  and  there  is  not  so  much  probability  of  the  same  bt* uu  .  '• 
with  fish  and  mineral  oils. 

Stengel  &  Rothschild,  Newark,  N.  J. — ^Domestic  cod  oil  is  a  much  inferior  ir. 
the  Newfoundland,  and  in  our  line  especiallv  it  does  not  come  into  very  dixy  ' 
petition  with  the  imported.    The  Newfounaland  cod  oil  has  no  tendencr  u-  * 
or  ^m  up  like  the  domestic,  and  this  is  the  reason  for  it  being  a  much  f.:*" 
article. 

F.  S.  Walton  Co.,  Philadelp?iia,  Pa. — ^The  domestic  cod  oil  may  mean  a  imi'*-.'^ 
any  number  of  oils,  such  as  menhaden,  salmon,  herring,  and  others  of  like  rlu*> 
where  the  pure  Newfoundland  is  pressed  only  from  cod  livers,  and  which  of  cvir^  ^ 
superior  for  tanning  purposes. 

McAdoo  6c  Allen,  Philadelphia,  Pa. — The  Newfoundland  cod  oil  from  loaz  •  - 
experience  has  been  proved  essential  in  many  of  the  operations  of  our  tamuxi^  ~  - 
try,  and  consideration  of  the  domestic  product  as  a  substitute  would  not  be  p**- 
inasmuch  as  the  results  achieved  are  not  identical.    We  can  not  conceiTe  'Ju* 
Congress  would  legislate  against  an  industry  as  basic  as  the  leather  trade  »«  ;  - 
trade  in  such  a  position,  with  international  conditions  as  they  exist  and  bid  u.* 
exist  for  some  time  to  come. 

Hans  Rees  Sons,  New  York. — It  has  always  been  our  experience  that  the  y«r    •■ 
of  pure  Newfoundland  cod  oil  has  superior  Qualities  over  domestic  cod  oils  iz  :r.. 
ing  about  the  best  results  in  high-class  leatners.    We  believe  the  use  of  pur*-  ^ 
foundland  cod  oil  to  be  essential  to  the  best  interests  of  the  leather  industry  &-  <-*• 
and  trust  no  barrier  may  be  placed  against  its  importation. 

Geo.  Laub^s  Sons,  Buffalo,  N.  Y. — The  superiority  of  pure  Newfoundlazid  •  •■ 
over  domestic  cod  oil  is  due  to  the  fact  that  the  Newfoundland  cod  oil  dull.*  r 
slowly  than  the  domestic,  thereby  keeping  sole  leather  and  also  hamee?  leati*  r  i-  - 
becoming  hard  and  brittle  in  the  cold  winter  weather,  at  the  same  time  actir^  >- 
lubricant. 

Wm.  Flaccus  Oak  Leather  Co.,  Pittsburgh,  Pa. — Incidentally  we  are  opposed '  ' 
placing  of  tariffs  on  any  raw  materials,  as  the  leather  market  is  back  on  a  r*'- 
basis  to-day,  and  we  can  not  possibly  hope  to  stay  in  business  unless  our  lav  mat'r . 
such  as  hides,  tanning  materials,  and  fat  products  are  on  a  comparatively  e^u&i  !- 

Geo.  Stengel  {Inc.),  Newark,  N.  J. — In  solving  out  the  difference  betwe«»  tii-  ^  • 
foundland  cod  oil  and  the  domestic  we  wish  to  state  that  the  Newfoundland    * 
far  superior  in  every  respect  both  in  working  qualities  and  in  price  for  our  u^ 


Chicago,  Aui;\ut  JS  ;• 
Senate  Finance  Committee. 

Gentlemen:  In  connection  with  the  impending  tariff  bill  now  before  funs!*- 
which  it  is  contemplated  to  remove  cod  oil  from  the  free  list  and  apply  a  *¥** 
duty  of  12)  cents  per  gallon,  we  beg  to  make  the  following  statement  Inr  }vu  *- 
consideration: 

1.  In  our  experience  we  find  that  domestic  cod  oil  is  absolutely  unfit  in  our  i»^^ 
inasmuch  as  domestic  cod  oil  comes  from  fish  caught  in  comparatively  warm  vi 
and  therefore  does  not  stand  the  necessary  cold  tests,  consequently  caosiiv  *i' 
ished  leather  to  become  gummy,  and  will  also  spew  out  on  the  finished  artide«  n- 
irreparable  damage.  ^ 

In  view  of  the  above  fact,  it  is  our  opinion  that  domestic  cod  oil  is  ahsclatrt. 
competitive  with  Newfoundland  oil,  and  it  is  entirely  unsatitiac  tory  and  ti.-- 
to  the  tanning  industry'. 
We  trust  that  you  will  give  this  statement  due  consideration,  and  beg  to  ititi- 
Sincerely,  yours, 

RsprBUc  Taxxi^«'  * 
By  S.  HoKwicR.  5«fi*^- 
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25  per  cent  ad  valorem  duty,  whereas  a  4 J  cents  per  pound  specific 
duty  is  proposed  on  raw  castor  oil.  According  to  market  values  for 
the  past  10  or  15  years,  with  the  exception  of  a  short  time  during  the 
war,  the  normal  value  of  castor  oil  was  approximately  9  cents;  raw 
castor  oil.  So  that  4^  cents  per  pound  specific  duty  is  the  eauivalent 
of  50  per  cent  of  its  value.  Upon  the  manufactured  proauct,  the 
sulphonated  castor  oil,  which  is  made  exclusively  from  castor  oil, 
onlV  25  per  cent  ad  valorem  is  imposed,  giving  Germany,  England, 
ana  France  25  per  cent  handicap,  minus  transportation  charges, 
of  course,  over  the  American  manufacturer  of  sulpnonated  castor  oil 

Senator  Reed.  That  would  encourage  the  people  here  to  buy  the 
foreign  product  ? 

Mr.  GuLiCK.  Undoubtedly. 

Senator  Reed.  How  mucli  of  the  raw  material  is  produced  in  this 
country  ?     What  proportion  is  produced  in  this  country  ? 

Mr.  GuLiCK.  Under  the  schediiles  as  applied  to  the  ITnderwood  law 
there  has  been  considerable.  I  haven't  the  ifigures,  but  there  has 
been  considerable  imported  raw  castor  oil  from  Brazil  and  the  Orient; 
also  England,  which  produces  large  quantities  of  castor  oil  in  India. 
Under  tne  4^  cents  per  pound  specific  duty  the  American  manu- 
facturer of  castor  oil  nas  monopolized  the  American  market,  so  that 
no  foreign  oil  can  come  on  the  American  market  as  sulphonated  oil, 
and  the  American  manufacturer  is  protected  to  the  extent  of  50  per 
cent  of  his  product,  which  is  our  raw  material,  and  we  are  pro- 
tected to  the  extent  of  only  25  per  cent.  We  are  not  asking  for 
undue  protection,  but  we  feel  there  is  a  discrepancy  there  this  com- 
mittee will  want  to  consider,  and  we  feel  that  we  are  absolutelj 
entitled  to  a  tariff  that  will  be  commensurate  with  that  upon  our 
raw  material. 

Let  me  state  that  castor  oil  comprises  95  per  cent  of  our  finished 
product.  The  other  is  incidental  substances.  We  can  not  compete 
with  England,  Germany,  and  France,  who  are  large  manufacturers 
of  sulphonated  oil,  and  who  incidentally  have  no  tariff  like  we  hare 
on  those  oils,  unless  the  discrepancy  is  changed. 

Senator  McCumber.  Increasing  the  differential  ? 

Mr.  GuLiCK.  The  differential  must  be  increased,  or  the  original 
duty  upon  raw  castor  oil  should  be  decreased  to  compensate  the 
present  difference. 

Senator  McCumber.  How  much  should  we  increase  the  dilfer- 
ential  now,  if  we  retain  the  tariff  fixed  in  the  bill  i 

Mr.  GuLicK.  If  you  maintain  the  tariff  fixed  in  the  bill,  of  a  specific 
duty  of  4^  cents  per  pound,  then  the  tariff  on  sulphonated  castor  oil 
should  be  4 J  cents  per  pound  for  the  castor-oil  content,  which  would 
be  50  per  cent  ad  valorem  upon  an  ad  valorem  basis.  In  other 
words,  there  is  a  discrepancy  in  the  present  law.  They  take  our  raw 
materials  and  apply  a  specific  duty,  and  to  our  finishecl  product  they 
apply  an  ad  valorem  duty. 

Senator  McCumber.  It  should  be  50  per  cent  instead  of  25  per 
cent  ? 

Mr.  GuucK.  It  should  be  50  per  cent  instead  of  25  per  cent. 

Senator  Reed.  You  have  spoken  of  sulphonated  castor  oil.  1  <i^ 
not  understand  the  term,  although  I  presume  other  members  of  th* 
committee  do.     Is  that  what  is  used  for  medicinal  purposes  ? 


.  GtJiJCK.  No,  absolutely  not.  It  is  entirely  an  industrial 
roduct.  It  is  used  principally  in  the  textile  industries.  Practically 
^^e-r-j^thing  you  wear  is  treatea  with  sulphonated  castor  oil,  either  in 
process  of  dyeing  or  softening  or  finishing. 
Senator  McCumber.  When  you  speak  of  50  per  cent  instead  of  25 
cent,  do  you  mean  50  per  cent  upon  the  American  valuation? 
se  figures  are  all  based  upon  the  American  valuation,  whatever 
h«L,^  may  be. 

r.  GuLiCK.  It  would  have  to  be,  because  I  am  basing  my  state- 
t  upon  the  fact  that  4 J  cents  per  pound  on  the  raw  castor  oil  is  50 
>er  cent  of  the  American  valuation  of  castor  oil.  I  would  submit, 
lOAi^ever,  that  I  believe  that  if  the  tariff  on  castor  oil  would  be  put 
:>rop>ortionately  in  a  commejisurate  manner  with  the  duty  on  castor 
ly^eLTis,  then  the  25  per  cent  ad  valorem  now  applied  on  sulphonated 
3astor  oil  would  be  ample,  because  the  duty  then  on  castor  oil  would 
not  be  over  1^  or  2  cents  a  pound;  but  if  a  subsidy  is  going  to  be 
^rajnted  the  castor  oil  crushing  industry  then  we  as  consumers  of  the 
product  must  have  equal  protection. 

I  have  a  brief  on  this  subject  which  I  would  like  to  file. 
The  CfeAiEMAN.  It  will  be  printed.     Is  that  all  ? 
Air.  GuLicK.  That  is  all,  without  taking  up  any  further  time.     I 
hope  the  committee  will  give  this  very  careful  consideration. 
The  Chairman.  The  committee  will  seriously  consider  the  brief. 
(The  brief  referred  to  is  here  printed  in  full,  as  follows:) 

BRIKF  OP  THE  BUREAU  OP  RAW  MATERIALS  FOR  AMERICAN  VEGETABLE  OILS  AND  FATS 
I5*DU8TRIES  ON  ALIZARINE  ASSISTANT,  TURKEY-RED  OIL,  SULPHONATED  CASTOR 
Oil.,  ETC. 

(Par.  51,  Schedule  1.) 

This  petition  is  presented  to  you  by  the  sulphonated  oil  manufacturers  of  the 
TJnited  States. 

We  desire  to  point  out  that  the  proposed  duty  of  25  per  cent  ad  valorem  is  not 
"Cominensurate  nor  adequate  in  the  case  of  alizarine  assistants,  turkey-red  oil,  sulpho- 
nated castor  oil,  etc. ,  which  products  are  made  from  castor  oil  as  a  base.  The  Fordney 
bill  provides  for  4 J  cents  per  pound  specific  duty  on  castor  oil  (par.  50).  According 
"to  market  vaules  over  the  past  10  to  15  years,  exclusive  of  part  of  the  war  period, 
ranged  from  7  cents  to  10  cents  per  pound  with  an  average  of  about  9  cents. 

With  a  nominal  value  of  9  cents  per  pound  on  castor  oil,  a  duty  of  4 J  cents  would 
be  exactly  50  per  cent  of  its  value,  therefore  an  ad  valorem  duty  of  25  per  cent  on 
sulphonated  castor  oil,  or  by  whatever  name  this  product  is  known,  would  be  insuffi- 
cient to  enable  the  American  manufacturer  of  sulphonated  castor  oil  or  other  castor 
oil  products  to  compete  with  foreign  producers.  In  other  words,  the  American 
manufacturer  would  be  handicapped  by  about  25  per  cent  ad  valorem,  which  is  more 
than  sufficient  to  divert  this  business  to  either  European  or  oriental  countries  on 
account  of  the  fact  that  this  product  is  sold  on  a  very  close  margin,  and  in  sympathy 
with  fluctuations  in  the  castor  oil  market. 

The  sulphonated  oil  industry  must  have  protection  to  an  amount  at  least  equivalent 
to  that  applied  to  its  basic  raw  material,  castor  oil,  or  it  will  cease  to  exist.  Tne  indus- 
try gives  employment  to  several  thousand  workers,  and  represents  investments  of 
several  millions  of  dollars,  and  is  therefore  entitled  to  full  consideration.  It  should 
be  a  self-evident  fact  that  we  can  not  pay  a  tariff  of  50  per  cent  on  our  raw  material 
and  be  protected  to  only  the  extent  of  25  per  cent  on  our  finished  product. 

Therefore,  if  it  is  desirable  to  maintain  a  specific  duty  of  4  J  cents  per  pound  on  castor 
oil,  we  pray  that  paragraph  51  be  so  amended  as  to  apply  a  specific  duty  of  4^  cents 
per  pound  on  sulpnonatea  oils  or  soaps  composed  wholly  or  in  part  of  castor  oil  or  con- 
taimng  50  per  cent  or  more  of  castor  oil;  ana  2^  cents  per  pound  if  containing  less  than 
50  per  cent  of  castor  oil.  These  figures  are  very  slightly  in  excess  of  matnematical 
compensatory  duty  as  based  on  the  raw  castor  oil  and  are  necessary  on  account  of  the 
tact  that  sulphuric  acid  and  other  chemicals  are  employed,  which  must  be  purchased 
^der  higher  tariff  schedules  than  exist  in  foreign  countries  who  also  manufacture 
this  same  class  of  material. 
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As  aD  alternative  and  perhaps  a  more  scientific  basis  for  aspessing  dutie»  otkfr  ^i*: 
those  above  outlined,  we  would  point  out  that  starting  with  the  tuiff  as  pt%j^rmil  : 
castor  beans  of  one-half  cent  per  pound  and  calculating  upon  a  bajdn  of  the  i^^  'i* 
castor-oil  beans  yield  40  per  cent  of  castor  oil,  then  it  would  be  neceaavv  to  ps*  - 
a  compensatory  duty  of  1^  cent  per  pound  upon  castor  oil.    Any  duty'upoo  rmr  - 
oil  above  this  figure  would  be  in  the  nature  of  a  subsidy  or  protection  to  tW  <%-  - 
oil  crushers.    If  a  duty  of  1}  cents  per  pound  should  be  applied  to  cai<tor  ofl  *r  l 
other  figure  protecting  the  crushers  up  to  a  duty  of  2  cents  per  pound,  xhtfn.  tz:  . 
that  event,  the  proposed  ad  valorem  rate  of  25  per  cent  on  sulphonated 
would  be  in  correct  alignment  with  that  on  its  raw  material,  namely,  cufta 

Sulphonated  castor  oil,  or  as  it  is  sometimes  designated,  alizarine 
turkey-red  oil.  is  produced  eeaentially  from  castor  oil  as  a  raw  material.     <  *&  - 
is  treated  under  certain  conditions  of  temperature  with  sulphuric  add.  wiu*^  * 
is  subsequently  removed  by  a  washing  process.    Only  about  4i  per  cent  of  fc  • 
SO3  remains  in  combination  with  the  castor  oil,  so  that  the  resultant  prodart  ccc:.^ 
approximately  95  per  cent  of  castor  oil  in  an  altered  state  except  for  moistare  ia  « k.- 
ing  proportions.    Some  grades  of  sulphonated  castor  oil  contain  as  low  a?  13  per  •* : 
moisture,  while  other  grades  run  up  to  approximately  50  per  cent  moisture  with 
price  or  value  depending  primarily  upon  the  actual  castor  oil  content. 

From  the  foregoing,  it  will  be  readily  seen  that  the  proposed  ad  t^doivfii  tv.f  »f 
proposed  in  the  Fordney  bill  is  very  badly  out  of  ahgnment  with  that  a<  lU  =»• 
material,  and  that  in  view  of  the  fact  that  Germany,  England,  France  aod  *^^^ 
other  foreign  countries  are  large  producers  of  sulphonated  castor  oils,  that  thi*  iril  -r" 
will  cease  to  exist  unless  the  tariff  on  its  finished  product  is  made  adequately  •"' ' 
mensurate  with  that  upon  its  raw  material,  and  that  unless  this  maladiortiB^' 
remedied,  the  industry  itself  will  not  only  be  severely  crippled,  but  aliO  xkM.* 
American  castor  oil  crushers  themselves,  who  now  sell  a  large  bulk  of  odMr  < .'.  ' 
to  the  sulphonated  oil  industry. 

We  therefore  most  respectfully  request  that  this  matter  receive  your  mart  r%:* 
consideration  and' that  the  discrepancy  herein  described  be  eliminated  by  coaf^''  '> 
with  the  suggestions  herein  contained. 

Respectfully  submitted. 

C.  P.  Gt'J  i 

Committee  representing  the  sulphonated  oil  manufacturers  of  the  Unit^  S^'^ 
National  Oil  Products  Co.,  Harrison,  N.  J.:  Jacques  Wolf  &  Co.,  Passaic,  X.  i.  ^  "■ 
Shaw  &  Co.,  Boston,  Mass.;  Providence  Dry  Salters  Co.,  Providence,  R.  I. 

STATEHENT  OF  S.  W.  ECKKAV. 

The  Chairman.  You  may  state  your  name  to  the  commit t<<f. 

Mr.  EcKMAN.  My  name  is  S.  W.  Eckman. 

The  Chairman.  Where  do  you  reside  ? 

Mr.  EcKMAN.  New  York  (Jity.     I  represent  B.  T.  Babbitt,  «<  • 
manufacturer. 

The  Chairman,  You  are  in  the  soap  business  ? 

Mr.  EcKMAN.  Yes,  sir;  manager  of  that  concern. 

The  Chairman.  Proceed  briefly . 

Mr.  Eckman.  Our  object  is  to  state  from  the  soap  manufarturrr* 
point  of  view  our  opposition  to  the  imposition  of  a  tariff  on  our  n* 
materials. 

The  Chairman.  The  committee  has  heard  a  number  of  witne*^ 
on  that  subject,  and  adopted  a  rule  to  only  hear  two  people  on  tb« 
same  item. 

Mr.  Eckman.  I  do  not  think  you  have  heard  anybody  from  ••  *' 
soap  manufacturers'  end  of  it. 

The  Chairman.  Perhaps  not,  but  nearly  everything  else. 

Mr.  Eckman,  Senator  Simmons  said  this  morning  the  ooiwibW^ 
were  not  represented  here,  and  you  said  the  consumer  wonM  ^ 
welcome  to  be  heard.  Our  position  is  identically  with  the  podUi'^ 
of  the  housewives'  league  or  any  other  consumer.  The  manufaicc^'' 
ers  of  common  laundry  soap,  if  they  have  to  pay  more  for  their  n' 


&terials,  could  advance  the  price  to  the  consiuner^  and  would  have 
>  m  crrder  to  maintain  a  margin  of  profit.    That  would  not  ruin  us. 

It  ^woixld  be  passed  on  to  the  consumer  and  he  would  have  to  pay 
OTTL  X  to  2  cents  more  for  soap.  Laundry  soap  is  a  very  highlj 
3mpetitive  industry.  There  are  some  400  manufacturers  in  this 
Duntry,  and  there  is  no  trust  in  the  laundry-soap  business.  It 
ould  not  be  more  competitive  than  it  is. 

There  is  one  feature  of  the  advanced  cost  which  would  really 
LXirt  MBy  and  that  is  the  export  end  of  our  business.  If  this  tariff  is 
tnactecl  and  the  result  is  an  increase  in  the  cost  of  our  raw  materials, 
ve  ^will  be  excluded  from  competing,  as  we  can  now  compete,  with 
'oreign  manufacturers  of  laundry  soap.  The  exportations  of  laimdry 
ioap  m  1920  amoimted  to  $19,000,000,  and  the  importations  amounted 
to  $684,000.  We  want  to  stand  on  our  own  feet  in  this  matter. 
[  believe  Senator  Seed  said  he  did  not  know  of  a  manufacturer 
but   ^wliat   wanted  a  maximum  of  protection.     We  are  not  here 

? leading  for  any  protection  on  our  raw  materials  or  finishedproduct. 
iTe  are  able  to  look  out  for  ourselves  in  that  respect.     Tnere  has 
heretofore  been  a  5  per  cent  duty  on  laundry  soap.     It  is  now  pro- 
posed to  make  it  20.     We  could  look  after  ourselves  at  5  per  cent, 
and  if  necessary  we  could  do  it  without  any  duty  on  the  finishea 
product;   but  if  our  present  cheap  source  of  raw  materials,  these 
oriental  oils,  is  excluded  and  maae  to  go  around  to  Eiu*oi)e,  as  it 
will,  we  will  have  to  pay  more.    The  manufacturer  over  there  can 
make  his  soap  cheaper,  and  we  will  be  excluded  from  the  exportation 
of  laundry  soap. 
The  Chairman.  Where  do  you  export  your  soap  to? 
Mr.  EcKMAN.  To  the  West  Indies,  to  Scandinavia,  and  in  your  city 
Fels  &  Co.  have  exported  tremendous  quantities  to  Great  Britain, 
somewhat  to  South  Africa,  somewhat  to  China,  so  that  I  should  say 
it  is  pretty  general.    It  has  been  in  the  last  year  exported  in  large 
quantities  to  Turkey,  the  Orient,  and  the  Near  East,  and  as  I  men- 
tioned when  we  were  here  before  on  the  emergency  tariff  we  have  just 
sold  a  quantity  to  the  bolsheviks  in  Kussia. 

Senator  Reed.  That  is  the  most  hopeful  thing  I  have  heard  of. 
Mr.  EcKMAN.  It  may  surprise  you  to  know  that  within  six  weeks 
after  receiving  one  consignment  of  a  miUion  cakes  Lenin  announced 
in  a  public  speech  that  he  was  now  almost  respectable.     That  shows 
what  American  laundry  soap  can  do. 

The  OfTATRMAN.  They  do  not  import  shaving  soap  over  there  ? 
Mr.  EoKMAN.  Mr.  Colgate  is  here,  just  back  from  Europe.     He  is 
a  much  better  authority  than  I  am. 
Senator  Reed.  Is  the  export  business  growing  ? 
Mr.  EcKMAN.  Yes;  it  has  been  growing  right  along. 
Senator  Reed.  How  many  years  has  it  been  growing  ? 
Mr.  EcKMAN.  I  can  give  you  the  figures  on  that.     In  1911  the 
exports  were  $4,000,000. 
Senator  Sutherland.  The  entire  industry  ? 
Mr.  EcKMAN.  For  the  United  States;  yes. 
Senator  Reed.  Of  all  kinds  of  soap  ? 

Mr.  EcKMAN.  Yes.     In  1918  they  were  $13,000,000.     In  1919  they 
were  $21,000,000,  in  1920  there  was  a  little  recession  owing  to  re- 
duction in  price  bringing  it  down  to  $19,000,000. 
Senator  McLean.  What  percentage  of  your  product  is  that? 
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Mr.  EcKMAN.  That  would  be  probably  between  5  and  10  p«  ••'• 
of  the  total  manufactured  in  this  country,  but  it  is  increasini;  rapi-i 
It  has  increased  from  $4,669,000  in  1914  to  $19,159,000  last  vet- 
Senator    McCuMBER.  How    many    concerns    are    manufartur  : 
laundry  soap  ? 

Mr.  feoKMAN.  Between  three  and  four  hundred  in  1913. 
Senator  McCumber.  The  great  bulk  is  manufactured  by  .»  *•* 
concerns,  is  it  not  ? 

Mr.  EoKMAN.  No;  I  would  not  say  so.  There  are  a  number  of  ar; 
concerns,  but  none  that  can  compare  in  size  with  the  English  r«»n''- 
of  Lever  Bros.,  our  biggest  competitor  on  foreign  markets. 

Senator  MoCumber.  What  proportion  of  laundry  soap  mtdt*  •  ■ 
the  three  or  four  hundred  concerns  does  your  concern  make  ^ 

Mr.  EcKMAN.  I  should  say  our  concern  would  make  not  over  5  re- 
cent of  the  total  production  of  this  country. 

Senator  McCumber.  How  many  of  the  concerns  manufarta':*'.: 
that  character  of  soap  are  exporters  ? 

Mr.  EcKMAN.  Practically  all  of  those  that  are  located — ^well. ;»  . 
might  say  all  the  fairly  large  ones.  All  but  the  small  ones  do  r^- 
po  ting.  I  was  going  to  exclude  the  central  western  manuf acturrr- 
out  they  export  lai^e  quantities  to  Mexico. 

Senator  McCumber.  Where  would  you  draw  the  line  of  dem^-  i- 
tion  between  what  you  designate  as  the  large  and  the  small  ? 

Mr.  EcKMAN.  Oh,  I  shomd  say  that  a  concern  that  pat  ou:  « 
million  dollars^  worth  in  a  year  would  be  a  large  concern,  and  th--- 
under  that  would  be  small. 

Senator  McCumber.  How  many  of  those  would  there  be  that  -. 
would  designate  as  large  concerns  on  that  basis  i 

Mr.  EcKMAN.  Out  of  the  350  concerns  I  would  think  there  viml: 
probably  be  50  or  100.  Mr.  Reider,  who  was  in  charge  of  the  Govra- 
ment  service  during  the  war,  knows  the  exact  facts.  He  says  thry 
were  50  American  laundry-soap  manufacturers  making  a  mill:*** 
dollars'  worth  of  goods.  • 

Senator  McCumber.  Fifty  out  of  350  ? 

Mr.  Eckman.  Yes,  sir. 

Senator  McCumber.  You  say  you  could  get  along  very  well  «m  ■'.' 
present  tariff  of  5  per  cent  ? 

Mr.  Eckman.  Yes,  sir. 

Senator  McCumber.  Do  you  think  all  of  these  350  could  do  ii  * 

Mr.  Eckman.  We  think  so.  Our  principal  competitors  in  En£l*' ' 
have  to  import  their  raw  materials.  Witn  an  exportable  surplo?  *' 
vegetable  and  animal  fats,  we  do  not  believe  that  is  an  inda*ir. 
which  needs  protection  in  excess  of  the  5  per  cent. 

Senator  McCumber.  Of  course,  your  statement  is  intended  i«»  **' 
dependent  upon  free  raw  materials. 

Mr.  Eckman.  Yes,  sir. 

Senator  Walsh.  State  what  those  free  raw  materials  are. 

Mr.  Eckman.  In  general,  they  are  oriental  oils.  Before  I  c^* 
through  I  desire  to  sm)mit  a  brief  which  wasprepared  bv  Mr.  Pwi*'- 
of  the  N.  K.  Fairbanks  Co.,  the  Gold  Dust  Twins  people,  whkh  p^<" 
that  whole  list. 

Senator  Walsh.  Coconut  oil  and  soya-bean  oil  I 

Mr.  Eckman.  Yes,  sir. 

Senator  Walsh.  Linseed  oil  ? 

Mr.  Eckman.  No,  sir. 
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r>eiia,t>or  Reed.  If  you  are  taxed  on  yoiir  raw  materials  that  will 
rease  your  price  and  that  will  shut  you  out  of  the  foreign  market  ? 
Mr.  EcKMAN.  Yes,  sir. 

Senator  Reed.  If  you  are  let  alone  you  can  get  along  with  5  per 
[it ,  SLTid  you  say  you  probably  could  get  along  without  any  ? 
\f  r.  EcKMAN.  If  it  were  necessary  I  think  we  could  get  along  with- 
t  any.  We  would  rather  have  the  free  raw  materifiSs  and  no  duty 
ttie  imported  finished  product  than  to  pay  a  duty  which  would 
ut  out  our  cheap  raw  materials  and  then  get  the  protection  on  the 
nslieci  product. 

In  tliat  respect,  I  would  like  to  say  the  statement  that  has  been 
ade  for  the  cotton  growers,  and  perhaps  the  agricultural  industry, 
>es   n.ot  coincide  with  our  view  of  the  situation.     The  gentlemen 

r resenting  the  cotton  growers  said  the  importations  of  this  oriental 
took  that  much  away  from  the  consumers  in  this  country  of 
>ttoiiseed  oil.  The  fact  is  that  cottonseed  oil  and  com  oil  and  those 
itierican  oils  owe  to  the  soap  industry  their  entire  existence.  They 
ere  originally  created  as  substitutes  for  tallow  in  making  soap.  Then 
xey  §^aduated  out  of  that  class  by  being  refined  and  made  into  edible 
rticles,  which  can  compete  with  soya-bean  oil  and  others  which  are 
jst  as  good  for  soap-making  purposes  as  these  others. 

If  this  tariflf  goes  through  as  indicated,  we  believe  it  will  not 
benefit  in  any  particular  the  people  of  the  agricultiiral  industry  of 
his  country.  If  you  could  suppress  the  oriental  oil  you  could  accom- 
)lish  something,  but  you  can  not  do  that.  They  will  continue  to 
nanufacture  them.  'They  can  not  get  the  prices  here  they  can  get 
ibroad,  because  of  the  duty,  and  to  go  abroad  they  could  not  compete 
lirectly  with  the  finer  grades  of  American  oil  now  exported  to 
Europe.  We  believe  this  duty  will  not  only  tend  to  increase  the 
price  of  the  finished  product,  conunon  laundry  soap,  but  Mall  also 
aurt  the  very  interests  which  it  is  designed  to  help,  because  it  will 
create  a  more  direct  competition  than  at  present  exists  with  these 
interests  that  have  vast  amounts  of  oriental  oil  that  can  go  to  Europe 
because  they  can  get  a  better  price  there  on  account  of  the  tanflF 
wall  here. 

Senator  Reed.  Do  you  sell  your  product  abroad  cheaper  than  you 
sell  it  here  1 
Mr.  EcKMAN.  No,  sir. 

Senator  Reed.  You  would  not  regard  it  as  good  policy,  would  you, 
to  arrange  a  tariflf  so  that  the  American  manufacturer  could  sell 
here  at  a  high  price  and  abroad  at  a  lower  price  ? 

Mr.  EcKMAN.  There  might  be  some  instances  where  that  might 
be  good  policy,  because  it  might  keep  a  factory  open  when  it  would 
otherwise  be  closed.  If  you  nave  an  outlet  somewhere  where  you 
could  dump  it,  so  to  speak,  I  can  see  where  that  would  keep  one 
open  that  would  be  otherwise  closed  down,  but  as  a  general  propo- 
sition I  do  not  believe  that  is  true. 

Senator  Reed.  That  might  be  a  good  thing  for  the  factory,  but 
how  about  the  people  ? 

Mr.  EcKMAN.  Tne  people  that  work  in  the  factories  would  of 
course  be  benefited. 
Senator  Reed.  I  mean  the  ultimate  consumer. 
Mr.  EcKMAN.  The  ultimate  consumer  should  be  interested  in  the 
cheapest  possible  price. 
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Senator  McLean.  A  good  many  ultimate  consomen  won  . 
factories. 

Mr.  EcKMAN.  I  believe  aroimd  about  50  per  cent  in  this  coancrr 

Senator  Reed.  Of  people  that  work  in  factories  ? 

Mr.  EcKMAN.  In  industries. 

Senator  Reed.  The  question  was,  how  many  worked  in  fmcionh 

Mr.  EcKMAN.  I  referred  to  the  industry. 

Senator  Reed.  How  many  people  worK  for  your  concenit 

Mr.  EcKMAN.  We  have  about  700. 

Senator  Reed.  What  is  your  annual  output ! 

Mr.  EcKMAN.  About  $5,000,000. 

Senator  Reed.  What  is  yoiu*  capital  stock  ? 

Mr.  EcKMANi.  Somewhat  less  than  (5,000,000 — ^$4,350,000. 

Senator  Reed.  How  long  have  you  been  in  existence  i 

Mr.  EcKMAN.  Eighty-seven  years. 

Senator  Reed.  What  were  your  profits  in  1917  ? 

Mr.  EcKMAN.  $248,000.    ' 

Senator  Reed.  What  were  they  in  1918  ? 

Mr.  EcKMAN.  About  $250,000. 

Senator  Reed.  In  1919? 

Mr.  EcKMAN.  A  loss  of  $177,000. 

Senator  Reed.  1920? 

Mr.  EcKMAN.  A  loss  of  $6,000. 

Senator  Reed.  Did  you  carry  anything  into  surplus  ? 

Mr.  EcKMAN.  Not  out  of  the  losses. 

Senator  Reed.  But  in  any  of  these  vears  ? 

Mr.  EcKMAN.  Oh,  yes;  we  carried,  into  surplus  more  thAA  « 
distributed  to  the  stockholders. 

Senator  Reed.  When  you  said  '^ profits"  did  you  mean  to  indtn 
jonr  surplus  ? 

Mr.  EcKMAN.  No;  I  meant  the  net  operating  profit  for  th«  y?*: 
The  losses  of  the  year  when  there  were  no  pronts  would  not  be  ^^ 
tributed  to  stockholders. 

Senator  Suthebland.  That  includes  the  sum  you  paid  in  ^'•- 
dends  and  the  amount  you  put  into  surplus,  does  it  not  t 

Mr.  EcKMAN.  The  operatmg  profit  is  before  dividends  are  tu-* 
into  consideration,  but  when  it  becomes  a  loss  no  dividends  are  v*-'- 

Senator  StiTHEBLAND.  But  where  you  have  made  a  profit  f 

Mr.  EcKMAN.  It  is  before  paying  a  dividend,  and  in  no  esse  v£* 
there  a  dividend  of  more  than  7  per  cent  paid. 

Senator  Reed.  Do  you  carry  bonds  ? 

Mr.  EcKMAN.  We  have  a  small  bonded  indebtedness  of  $125/*' 

Senator  Reed.  So  that,  practically  speakine,  you  made  7  y' 
cent  dividends,  and  ^ou  had  a  profit  over  it  during  three  of  t^' 
years,  and  had  losses  in  three  years  ? 

Mr.  EcKMAN.  Yes,  sir. 

Senator  Reed.  And  you  are  back  now  on  a  paying  basis  t 

Mr.  EcKMAN.  Yes,  sir;    we  are  back  now  on  a  fair  payinjc  i>^*-* 
In  the  meantime,  one  concern  almost  as  old  as  ourselves,  runcc^ 
into  the  fourth  generation,  had  to  go  into  the  hands  of  receirr^ 
few  weeks  ago  and   the  creditors  got  50  cents  on   the  dollAr    • 
should  say  in  general  the  soap  business  is  more  or  less  in  th^  sa-'- 
condition.     No  profits  have  been  made  since  the  end  of  the  wt: 

Senator  Reed.  That  is  due  to  what  reason  ? 
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IMr.  EoKMAN.  There  are  a  number  of  reasons.  We  all  increased 
ir  oapacity  during  the  war  at  the  request  of  the  Government,  be- 
t\ise  they  wanted  more  glycerine,  and  that  raised  our  overhead. 
.  is  much  easier  to  raise  overhead  than  it  is  to  reduce  it.  My  wife 
id  5^our  wife  and  everybody's  wife  bought  two  or  three  boxes  of 
>ap  instead  of  25  cents'  worth  of  soap,  and  at  the  end  of  the  war 
ley  were  overloaded,  loade'd  to  the  guards,  and  there  was  no  pur- 
tiasing  for  a  period  of  at  least  six  months. 

Senator  Reed.  And  that,  of  course,  turned  the  business  out  of 
alance. 
Mr.  EcKMAN.  Yes,  sir. 
Senator  Reed.  And  you  suffered  from  it  ? 
Mr.  EcKMAN.  Yes,  sir. 

Senator  Reed.  But  that  cause  will  be  jemoved  in  time,  and  shortly 
eraoved. 
Mr.  EcKMAN.  Yes,  sir.    It  is  returning  to  normal  now. 

Senator  Reed.  Did  the  emergency  tariff  affect  your  business,  so 
:hat  it  will  produce  the  beneficial  effects  which  the  movers  of  it 
ntended  womd  result  to  the  prices  of  Americans  producing  fats  and 
:>ils.  To  assess  a  2  cent  tariff  there  against  these  oriental  oils,  I 
don't  think  it  can  be  shown  that  will  help  the  producers  of  American 
corn  oil  and  cottonseed  oil  to  any  extent  at  all. 

Senator  Walsh.  Did  it  increase  the  price  of  soap  ? 

Mr.  EcKMAX.  No,  sir. 

Senator  McCumbeb.  Has  it  decreased  since  ? 

Mr.  EcKMAN.  It  has  been  practically  the  same  this  year. 

Senator  McCumber.  But  nave  the  materials  that  go  into  it  de- 
creased in  price  since  the  emergency  tariff  ? 

Mr.  EcKMAN.  If  you  will  give  me  two  dates  I  will  be  able  to  answer 
promptly. 

Senator  McCumber.  The  emergency  tariff  went  into  effect  as  a 
law  on  the  27th  day  of  May.  Has  there  been  any  decrease  in  the 
price  of  raw  materials  since  then  ? 

Mr.  EcKMAN.  No,  sir.  I  ask  the  privilege  of  submitting  a  brief 
prepared  by  Mr.  Pearson  of  the  N.  K.  Fairbanks  Co. 

Senator  McCumber.  That  will  be  printed. 

(The  brief  referred  to  is  here  printed  in  full,  as  follows:) 

Brief  of  the  Bureau  of  Raw  Materials  for  American  Vegetable  Oils  and 
Fats  Industries  Presented  by  the  Manufacturers  op  Laundry  Soaps  op 
the  United  States. 

Washington,  D.  C,  Augnsty  19tl, 

Proposed  and  present  rates  of  duty  on  soap. 


H.  R.  7456. 

I 


I 


Soap,  Castile ;  15  per  cent  ad  valorem . . 

Toilet j  30  per  cent  ad  valorem . . 

Perfumed i do 

Laundry  soap 20  per  cent  ad  valorem . . 

Soap  powder ' do 


Act  1913. 


10  per  cent  ad  valorem. 

Do. 
30  per  cent  ad  valorem. 
5  per  cent  ad  valorem. 

Do. 
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The  increase  in  duties  on  soap  does  not  compensate  for  duties  on  imw 
as  free  raw  materials  are  more  necessary  for  the  industry  than  protection  ae.*.- 
importations  of  foreign  laundry  soap. 

The  increase  in  duties  on  soap  may  compensate,  so  far  as  protection  aguncc  {•!>  _- 
laundry  soap  is  concerned,  but  other  factors  must  be  considered,  as  follow: 

(a)  Laundry  soap  at  all  times  must  be  sold  at  a  very  low  price. 

(6)  The  soap  industry  has  striven  since  its  inception  to  sell  laundry  soap  r 
lowest  possible  price,  depending  on  large  volume  for  profits. 

(c)  The  public  demand  is  for  a  cheap  supply  of  soap,  and  it  is  to  tke  cocir 
advantage  to  have  soap  maintained  at  as  low  a  price  per  cake  as  possible. 

(d)  The  consumer  opposes  and  is  reluctant  to  pay  more  than  the  low  prices  of  laor.:* 
soap  that  have  been  established  by  time-honored  custom. 

(e)  In  order  to  supply  the  demand  for  soap  at  popular  prices  the  soap  makers     a. 
nations  have  been  dependent  upon  free  access  to  raw  materials. 

The  soap  industry  has  been  the  medium  through  which  nearly  ever>"  kind  M  •!■• 
fiable  oil  and  fat  has  been  developed  and  advanced  to  a  place  in  more  valuable  pr  •: . 
such  as  edible  products. 

The  soap  industry  furnished  the  outlet  for  the  first  cottonseed  oil  and  corn  .  ' 
duced  in  the  world,  and  the  soap  industry  made  the  production  of  American  cm?  :.^ 
oil  and  corn  oil  possible  on  a  large  scale. 

As  the  production  of  these  and  other  oils  has  been  developed  on  a  commerrul  •  • 
by  the  market  afforded  by  the  soap  industry,  science  has  developed  the  use  ••*  *:  — 
same  oils  and  fats  and  has  caused  their  graduation  from  use  in  the  soap  kettle-  *. 
in  edible  products  which  increased  their  value  to  the  primary  producer?. 

The  process  of  developing  oils  and  fats  for  more  valuable  purpos«e?  will  I*  ^t^.'- 
retarded  if  the  soap  industry  is  denied  free  access  to  other  supplies  of  oils  and  fit*  '— 
are  necessary  to  take  the  place  of  those  developed  by  and  then  released  fn>m  iIk  -  - 
kettle  for  more  valuable  purposes. 

To  restrict  the  soap  industry  in  seeking  suppUes  wherever  available  mill  o;**^ 
restrain  the  graduation  of  materials  qualified  for  more  valuable  uses.     In  ti*  ■ 
restrictions  will  force  back  into  the  soap  kettle  at  lower  prices  laige  quantitie-  * 
prime  oils  and  fats  which  now  enjoy  a  free  outlet  at  home  and  abniad  for  the  ma' .  * 
ture  of  commodities  in  which  they  are  of  greater  value  than  in  soap. 

The  soap  manufacturer  must  purchase  the  cheapest  oils  and  fats  a\-ailaU«  fc^ 
restricted  in  purcha  ing  suitable  oils  and  fats  abroad  must  continuously  end<a<  ' ' 
secure  the  domestic  supplies  at  low  price  =>.   Common  laundry  soap  represent*  ^-  '•' 
cent  of  all  soap  produced  in  the  United  States. 

Soap  with  good  lathering  and  cleansing  qualities  to  meet  modem  condit>^*  - 
the  advancement  in  the  art  of  soap  making  can  not  be  made  without  comhini^-r  •  * 
our  domestic  soap  making  oils  and  fats  generous  proportions  of  other  oils  n«»t  pr^-  - 
in  the  United  States,  such  as  coconut  oil,.palmoil,  soya-bean  oil,  sesame  oil,  *'4i''« 
foots,  etc 

Modern  grades  of  soap  are  offered  for  sale  in  all  markets  of  the  worhl,  and  tbr  ^  . 
States  will  lose  its  export  trade  and  future  opportunities  in  this  export  field  if  ti »    •** 
of  manufacture  are  artificially  raised  by  tariffs  on  necessarj'  foreign  raw  matvriil«« 
as  coconut  oil,  soya-bean  oil,  animal  tallow,  etc. 

To  meet  the  demands  of  the  universe  for  popular  price  soap  the  soap  makf  '  -' 
be  able  to  quickly  change  his  formulas  so  as  to  be  able  to  decTease  the  prof^^' 
one  kind  of  oil  or  fat  iiseil  and  to  increase  the  proportion  of  another  as  market  \r.  - 
the  \'arious  kinds  of  oils  and  fats  fluctuate  up  and  down.    To  meet  the  public  •:♦:- 
and  to  compete  with  foreign  soap  makers  the  American  soap  maker  musi  have  %  *-*. 
supply  or  "currency"  of  raw  materials. 

The  price  of  soap  under  modem  merchandising  methods  can  not  be  readily  •  b^r-"-- 
without  disturbing  the  entire  system  of  distribution  involving  vuet  exp«ibr:>" 
advertising  and  readjustment  oi  nearly  every  factor  in  the  methods  of  dutn*'-" 
In  normal  times  every  effort  to  stabilize  the  cost  of  soap  at  a  popular  price  b  .*  • 
made  by  the  soap  industry. 

The  soap  business  is  highly  competitive.    There  are  no  combinations  or  cnrc;* 
soap  manufactiu'ers  controlled  by  combinations  of  capital.    Each  soar  manixU  '-*' 
is  compering  with  every  other  in  the  purchase  of  his  raw  materials,    ^ach  «tn^^ 
make  tne  best  product,  and  in  the  selling  and  distribution  of  soap  there  are  dotc^  '-» 
tions  or  price-nxin^  bodies  to  restrict  competition. 

The  utmost  efficiency  in  manufacturing  has  been  developed.     Waste  and  tx*^ 
agance  arc  imknown  in  the  soap-making  industry.    The  highly  conipetitive  ta^-* 
the  American  soap-making  industry  is  indicated  bv  the  number  of  lactones  and  ^"^ 
¥ride  distriburion  throughout  the  United  States.    The  Bureau  of  the  i 'ensos  lepsrti  '.v 
in  1914  there  were  371  soap  manufacturers  located  in  over  30  State*.     Raw 
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^<i  Ixx  soap  are  equal  to  about  six  times  the  cocit  of  the  labor  jmder  normal  conditioius. 
riie  price  of  laundrj'^  soap  prior  to  the  World  War  was  3i  cents  to  5  cents  per  cake, 
t>ori.oing  upon  size  and  quality,  and  during  the  peiord  of  high  prices  advanced  to 
eenta  to  10  centsper  bar;  the  price  to-day  having  gone  back  to  4  cents  to  8  cents 
r  l>&r  at  retail.  The  rate  of  duty  in  the  tariff  act  of  1913,  which  is  5  per  cent  ad 
lorenj  on  laimdry  soap,  is  sufficient  to  protect  our  industry ,  and  we  sujggest  that  this 
te  fyG  not  changed  in  the  new  tariff  provided  no  changes  are  made  in  the  rates  of 
tyr  on  our  raw  materials.  We  are  more  concerned  in  developing  the  export  of 
nerican  soap  to  forei^  countries  than  we  are  afraid  of  foreign  competition  so  lon^  as 
3  are  in  an  equally  aa\^antageous  position  with  foreign  soap  manufacturers  in  secunng 
r  r&iK'  materials. 

I  f  OUT  raw  material  supply  is  restricted  we  must  abandon  our  export  trade  and  simply 
tse  on  to  the  American  consumer  any  increase  in  price  caused  by  duties  on  necessary 
reiRTi  raw  materials.     Such  a  program  must  appear  absurd  to  your  committee. 
We  include  herewith  a  statement  of  our  export  and  import  trade  in  soaps. 


Value  in 


witn  a  statement  oi  our  export  ana  import  traae  in  so« 
in  dollars  of  exports  and  imports  of  soap,  calendar  years. 


Year. 

Exports. 

Imports. 

11 

$4,213,000 

4,646,000 

4,860,000 

4,669,000 

5,917,000 

6,118,000 

6,928,000 

13,443,000 

21,302,000 

19,159,000 

4,501,000 

1808,000 

12 

819,000 

'13 

750,000 

14 :::::.:::::::;::::::::::::::::::::::...: 

848,000 

H5 ■ 

593,000 

>16 

»17 ■ 

ns 

>\9 ■   ■   ■ 

596,000 
556,000 
285,000 
416,000 

?20 .            

684,000 

'irst  sLx  months  1921 

269,000 

Production  of  soap  in  United  States,  1919,  $111,358,000;  1914,  $127,942,000;  1919, 
:317,303,000. 

In  summing  up  the  situation  it  is  plainly  apparent  that — 

( a)  Our  domestic  producers  of  saponifiable  oils  and  fats  will  be  harmed  rather  than 
>enefited  by  duties  on  foreign  oils  and  fats  in  the  crude  state. 

i7>)  The  soap-making  industry  and  many  other  industries  depending  upon  oils  and 
^atfl  as  raw  materials  in  their  finished  products  will  be  curtailed  through  the  destruc- 
:ion  of  their  export  business. 

(c)  Thereby  employment  for  American  labor  would  be  restricted. 

(d)  The  American  consumer  would  be  forced  to  pay  a  higher  price  due  to  the  in 
creased  gjst  of  the  foreign  raw  materials,  none  of  which  increase  would  be  received 
by  the  producer  of  the  American  raw  materials. 

**  It  is  an  ill  wind  that  blows  no  good,"  but  so  far  as  a  tariff  on  vegetable  oils,  fats, 
and  oleaginous  materials  is  concerned  the  good  would  be  "blown  '  exclusively  to 
our  competing  industries  in  Europe. 

We  therefore  urgently  request  tnat  your  committee  place  no  tariff  on  the  following 
oils,  fate,  and  oleaginous  materials  used  in  the  soap  industry  and  many  other  indus- 
tries which  were  on  the  free  list  in  the  tariff  act  of  1913:  Soya  beans,  copra,  palm 
nuts,  palm  kernels,  coconut  oil,  cottonseed  oil,  palm  oil,  palm-kernel  oil.  soya-bean 
oil,  olive  oil  rendered  unfit  for  use  as  food,  tallow  (animal),  tallow  (vegetable),  grease 
fata,  vegetable  tallow,  and  oils  (excepting  fish  oils)  not  chemically  compounded,  such 
as  are  commonly  used  in  soap  making  and  wire  drawing  or  for  stuffing  or  dressing  leather. 
We  also  recommend  that  all  oils  and  fats  not  mentioned  above  which  have  been 
placed  on  the  free  list  in  House  bill  7456  be  retained  on  the  free  list  in  this  bill,  in- 
cluding the  following:  Sesame  oil  and  the  following  distilled  and  essential  oils:  Anise, 
bergamot,  bitter  almond,  camphor,  caraway,  cassia,  cinnamon,  citronella,  geranium, 
\avender,  lemon-grass,  lime,  hgnaloe,  neroli  or  organge  flower,  origanum,  palmarosa, 
pettigrain,  rose  or  attar  of  roses,  rosemary,  spike  lavender,  thyme,  and  ylang  ylang. 

We  further  recommend  that  the  following  oils,  fats,  and  oleaginous  materials  in 
House  bill  7456  be  placed  on  the  free  list  or  that  duties  no  higher  than  those  assessed 

in  the  tariff  act  of  1913  be  adopted: 

^  Tariff  of  1913. 

Castor  beans bushel  of  50  pounds. .  15  cents. 

Castor  oil gallon. .  12  cents. 

Peanut  oil do 6  cents. 

^eal  oil do 3  cents. 

Herring  oil do 3  cente. 

^^^lale  oil  (should  be  3  cents  per  gallon) do. . . :  5  cents. 
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We  further  suggest  th*t  if  our  recommendation  regarding  the  precediac  '^^  *  • 
terials  for  the  soap  industry  are  adopted,  the  duty  on  laundry  soap,  trmxi  ;•  • 
and  other  kinds  of  soap  not  specially  provided  for,  which  in  nou9e  bill  '*''  ^ 
dutiable  at  20  per  cent,  be  reduced  to  5  per  cent,  at  which  ratea  the^  »•;-  -  - 
dutiable  in  the  tariff  act  of  1913. 

In  amplification  of  oiu*  statements  and  recommendations  contained  b***-.-    » 
respectfully  refer  you  to  our  brief,  which  we  submitted  to  the  Waj-s  and  Mf^^ 
mittee  of  the  House  of  Representatives,  which  appears  in  the  x^olimx*  '-* 
"Hearings  on  general  tariff  revision  before  the  Committee  on  Wax-F  and  ^'-t 
part  5,  page  3617. 

Respectfully  submitted. 

W.  B.  Pearson. 
Of  N.  K.  Faikbank  r.» 

F.  M.  Barnes. 
Of  Procter  A  Gavbi  r  • 
Cincinntot*.  '»' 

Russell  Colgate, 
Of  Colgate  &  Co.. 

J.   R.   COLUNGWO»U» 

Of  Fels  &  Co.. 

Phihdilpkia,  p.- 
Special  Committee  of  the  Laundry  Soap  Manufacturers  of  the  CniledS*'-  . 

Submitted  for  the  committee  by  S.  W.  Eckman,  of  B.  T.  Babbitt,  Xew  YoH 
sfter  he  spoke  to  the  committee  on  the  subject. 

ADDITIONAL  STATEMENT  OF  C.  BOGEBS  BBOWI 

Mr.  Brown.  I  have  an  analysis  of  the  effect  of  the  emergency  t:.: " 

Senator  Walsh.  What  do  you  say  about  it  ? 

Mr.  Bkown.  Our  imports  decreased  rapidly  before  the  tarifi  ^'^ ' 
into  effect,  and  the  records  of  the  prices  quoted  by  foreign  rour/r-* 
shows  they  were  continuing  higher  than  the  prices  quoted  bv  .: 
domestic  producers.  The  only  foreign  oils  that  sold  at  a  lover  j" 
were  oils  that  were  brought  in  previous  to  that  time,  but  Am»T.'  s 
oils  (were  not  subject  to  the  force  of  deflation  here  and  thi*<^  '''•'' 
sold  at  the  same  level  of  price  as  our  domestic  oils,  but  wo  f  ■-  ; 
shipments  from  these  foreign  countries  after  the  emereency  tir.: 
went  into  effect.  The  prices  from  these  countries  would  run  i  i  - 
cents  a  pound  above  the  prices  quoted  for  our  own  oils,  and  a*"' 
the  prices  at  which  our  own  oils  would  be  exported  to  Europe-  ^' 
figured  the  emergency  tariff  actually  went  into  effect,  as  far  »^  •••'^ 
industries  were  concerned,  along  in  January  when  the  emonr'" 
tariff  bill  was  announced. 

It  naturally  stopped  all  buying,  because  every  soap  manufart  *: ' 
or  other  manufacturer  who  comd  use  those  products  feared  J'' 
would  come  in  just  at  the  time  when  the  biU  would  be  passed  aeI  ■ ' 
would  have  to  pay  the  duty,  which  woidd  be  prohibitive.    A*/** 
as  affecting  the  oil  industry  is  concerned,  the  emergency  tanf "  - 
no  effect  at  all.     The  effect  on  the  linseed  business  was  the  rr^'> 
of  what  was  intended,  and  the  domestic  crushers  of  linseed  od  •<■'" 
not  given  proper  treatment  in  that  tariff,  for  the  reason  thai  ihf  J--"* 
on  flaxseed  was  increased  and  the  duty  on  oil  was  increased.    ('  ''-'^ 
quently,  the  American  linseed  crusher  could  not  pay  the  fannfr  ^'  ^ 
more  for  his  flax,  and  the  10-cent  increase  on  the  duty  on  di^'^* 
did  not  operate,  and  it  was  really  an  unjust  burden  on  the  Atoiff^* 
linseed  crushers  during  that  period  ? 


TABIFF — CHEMICAL  SCHEDULE. 


1223 


Senator  Reed.  Did  American  flaxseed  go  up  any  ? 
Mr.  Browx.  No,  sir.    There  were  fluctuations  in  the  market,  of 
>urse. 

Senator  McCumber.  Would  he  have  paid  more  if  he  could  have 
otton.  Canadian  flax  or  flax  from  other  countries  'i 

Mr.  Brown.  No;  I  don't  think  he  would  have  paid  any  more. 

Senator  McCumber.  I  hardly  think  he  would. 

Mr.  Brown.  It  just  shows  there  was  a  discrepancy  in  the  duties 
n  flaxseed  and  linseed  oil  and  they  were  not  properly  adjusted.  The 
rusher  had  to  adjust  himself  by  not  paying  any  more  for  domestic 
ax  than  the  differential  justified. 

Senator  Walsh.  Do  you  want  to  put  that  table  m  the  record  I 

Mr.  Brown.  Yes;  I  should  like  to  put  it  in  the  record. 

Senator  McCumber.  That  may  be  mserted  in  the  record. 

Mr.  Brown.  There  are  two  more  briefs  here  I  should  like  to  put  in 
he  record  also. 

Senator  McCumber.  They  may  go  in  the  record  at  this  point. 

(The  table  and  two  briefs  referred  to,  respectively,  are  here  printed 
n  full,  as  follows:) 

Period  of  deflation,  emergency  tariff  not  effective. 


Month. 


1920. 

July 

Au^^ust , 

September , 

October 

November 

December 

1921. 

January 

?cbruary 

March 

April 

May 

June; 


American  lard. 


Exports. 


47,061,422 
31,020,802 
46,326,353 
54,173,979 
57,316,309 
90,080,092 


76,185,237 
91,840,951 
82,616,583 
53,275,457 
48,604,395 
67,655,776 


Price 
per  100 
pounds. 


$19.55 
19.24 
20.47 
20.56 
20.05 
14.83 


13.90 
12.61 
12.34 
10.69 
10.32 
10.69 


American  cotton  oil. 


Exports. 


3,681,332 
2,663,330 
4,894,967 
7,498,913 
22,868,602 
41,421,005 


70,100,415 
39,689,396 
36,388,821 
20,997,362 
18,947,796 
14,162,086 


Foreign 
imports. 


Price 

per  100 

pounds. 


438,625 
163 
48,392 
91,992 
35,294 
32,413 


114,021 

271,687 

52,530 

145,942 

28,132 

56,162 


$11.44 

10.50 

10.52 

8.44 

7.22 

6.14 


6.26 
0.4/ 
4.49 
4.a5 
5.32 
5.68 


American  peanut. 


Exports. 


880,463 

495,553 

9,871 

52,838 

180,803 

4,735,755 


2,077,073 
205,636 
981,413 
768,023 

1,132,609 
685,298 


Price 
-perlQO 
pounds. 


$12.09 

u.7a 

9.  OS 
9.10 

8.84 
7.90 


7.28 
6.75 
5.85 
5.85 
5.75 
5.76 


Month. 


July 

August 

September. 

October 

November. 
December. . 


1920. 


January 

February 

March 

AprU 

May 

June 

Add  duly 

Freight 

Add  handliug . 

Freight 

Add  freight... 


1921. 


Imported  peanut  oil.  i  Imported  soya  bean 


Imports. 


3,699,508  I 

5,213,370 

6,477,300  ' 

405, 108 

757, 44S 

209,280 


181,620 
170, 235 
224,665 
356, 91S  i 

20S,0.S0  I 
r>9,268 


Price 
per  100 
pounds. 


$12.95 

10.66 

10.93 

10.08 

9.16 

7.83 


7.41 
6.50 
6.25 
6.16 
6.00 
6.00 
.SO 
1.05 


Imports. 


Price 
per  100 
pounds. 


10,646,536 
8,866,029 
7,184,813 
226,347 
2,011,094 
2, 113, 174 


5,903 
1,000,000 
2,116,000 
7,032,386 
5,073,75S 
1,544,605 


$10.07 
9.58 
9.85 
S.83 
7.58 
6.17 


5.50 
4.58 
4.50 
4.66 
5.33 
5.75 


.25 
1.05 


Coconut  oil. 


Imports. 


25,049,696 
9, 03S, 533 

11,654,342 

16,759,915 
7,353,828 

11,917,936 


12,962,365 
27,366,981 

4, 516, 789 
29,709,736 

3,056,560 


Price 
per  100 
pounds. 


$12.44 
12.82 
13.49 
12.65 
11.10 
9.30 


9.68 

7.62 

6.79 

7.61 

8.32^ 

8.11 


1.05 
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Brief  op  the  Bureau  of  Raw  Materials  for  American*  VEi.ETASLC  <ie^ 

Fats  Industries  on  Soya-Bean  Oil. 

A  prohibitive  tariff  against  soya-bean  oil  is  proposed  in  the  Fordney  taiiH  bUl  ^ 
will  discourage  absolutely  the  importation  of  soya-bean  oil  into  the  Tnit^d  *• 
thus  working  a  grievous  injury  upon  those  who  are  dependent  upon  soyB-ht«fc 
a  raw  matenal  in  the  manufacture  of  their  products.    The  proposed  duty  ot .: 
per  pound  on  soya-bean  oil  is  practically  one-half  of  what  was  the  premar  prv^ 
of  soya-bean  oil,  which  normal  level  of  prices  have  been  frequently  re«rfa«d 
the  past  few  months. 

The  proposed  duty  on  soya-bean  oil  would  not  be  a  duty,  but  a  pennaaent  ««r 
The  duty  is  one  advised  by  persons  who  hope  to  perpetuate  the  abnormally  Km>» 
which  prevailed  for  edible  oils  in  the  United  States  during  and  shortly  miu 
and  before  the  period  of  deflation  had  set  in.  In  other  words,  the  dut>*  pi^p 
one  gauged  upon  the  basis  of  undeflated  prices,  and  to  put  same  into  ««ffec'* 
present-day  conditions  would  be  utterly  irrational. 

The  importations  into  the  United  States  and  average  %*alue8  of  eora-l^tti. 
given  by  the  United  States  Tariff  Commission  ii)  their  report  for  the  period  r- 
1911  to  1920,  inclusive,  are  as  follows: 

Table  1. 


2.  •* 


« 


•  J* 


■ft*. 


\1'   ■ 


Fiscal  year. 

Imports. 

Total 
value. 

Value  per 
pouna. 

Fiscal  year. 

imports.         ^        \ 

1911 

PoiiTids. 

41,105,920 

28,019,560 

12,440,406 

16,363,645 

19,210,028 

12,555,507 

1,576,968 

635,882 

830,870 

901,643 

10.062 
.056 
.051 
.051 
.047 

1916 

Pound*. 

98,171,275     Sa,121,JlC 

1912 

1917 

162.734.010     U.410.«i 

1913 

1918 

336. 809.  MS     S.^ai.lM 

1914 

1919 

244,10l,>O5     2^.0.i» 

1915 

1920 

196,108,919     25.3«l.liO 

It  can  be  seen  by  a  study  of  the  foregoing  table  that  not  until  the  ye*r  191*  ▼• 
the  terrific  strain  of  supplying  the  needs  of  Europe  for  fats  and  oils  bct^mn  to  bif  *- 
American  fats  and  oils  markets  did  the  price  of  soy-bean  oil  rise  abo\*e  T  <^a>  *■ 
pound.    Dunne  191S-19  and  1920  soy-bean  oil,  as  shown  by  the  report  oi  t^  Ta.~ 
Commission,  sold  at  prices  approximating  10. 12,  and  13  cents,  respectively.    1*  ~  • 
1921  normal  prices  had  been  restored  and  soy-bean  oil  has  sold  during  the  e«riy  s  ^' 
of  the  year  as  low  as  4  cents  per  pound. 

During  1917,  1918.  and  1920,  the  three  years  of  inflated  prices  in  the  fat»  j£*i  - 
business,  the  United  States  was  exporting  enormous  volumes  of  fats  and  oiU  to  Ec  ".• 
During  1917  the  United  States  exported  to  Europe  638,783,086  pounds  o!  all  Uv  . 
oils;  during  1918,  839,491,689  pounds;  and  during  1920  the  enormous  total  at  .  .* 
334.833  pounds  of  all  oils  and  fats  went  from  our  ports  to  other  countrim. 

There  arose  the  same  condition  of  inflation  in  the  fats  and  oils  busineoB  wlu  -i  -- 
about  in  other  lines  of  business. 

Production  and  importations  could  not.  keep  pace  with  demand.    That  vr  f 
the  reports  of  the  Tanff  Commission  soya-bean  oil  jumped  1.8  cents  per  pooixl  ^''*  * 
1916  and  1917,  2.7  cents  per  pound  was  registered  between  1917  and  1918,  •  1  ""' 
between  1918  and  1919,  and  1  cent  per  pound  between  1919  and  1920.     Thw  «'  -' 
how  the  price  of  this  raw  material  climbed  the  price  scale,  jumping  round  alirr  r  .' 
until  it  reached  the  peak  at  practically  13  cents  per  pound  in  1920.    roDiziK  * 
price  with  that  of  4  cents  per  poimd,  the  price  at  which  soya-bean  oil  odd  duriac  *> 
when  normal  prices  had  returned,  and  you  will  see  the  difference  between  oSa' 
and  deflation. 

If  it  is  desired  to  establish  a  permanent  embargo  on  soya-bean  oil,  a  duty  ol :  ^^ ' 
per  poimd  is  defensible.  It  is  not  defensible  from  a  standpoint  ol  re%*eniw.  b>^«>- 
such  a  duty  will  yield  no  revenue.    There  will  be  no  importations  to  yield  re%  re  :- 

As  stated  in  the  report  of  the  Tariff  Commission,  there  is  no  mymAtemn  crv£  *- 
industry  in  the  United  States.    Our  production  of  soya-bean  oil  is  very  iamfx^i-  *- 
'  and  will  always  be.    The  oil  content  of  the  bean  is  only  18  per  cent  ajMl  m  di6  ■. 
is  the  bean  to  crush  and  mill  that  the  cnisherB  of  this  oountiy  renud  the  aaL  n 
of  oil  disproportionate  to  the  expense  of  production  involved.    The  soya  boaas  t^ - 
selves  are  produced  in  this  country  but  are  considered  only  as  a  fontte'cxop  ftor  •«*■ 

The  soya  bean  is  indigenous  to  tne  countries  of  China,  Manchuria,  Kotba,  sad  h:^ 
and  from  these  oriental  countries  come  America's  importations  oC  aoji-beaa  oil 
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Soy&-l)ean  oil  is  a  raw  material  of  vital  importance  in  the  manufacture  of  soap,  core 
1,  i>£kixit8,  varnishes,  and  linoleum.  Its  largest  use  is  found  in  the  soap  kettle,  into 
Yiicli  120,000,000  pounds  found  its  way  in  1918.  The  Tariff  Commission  states  that 
>^OOO,O00  pounds  went  into  paint,  varnifehes,  and  linoleums  in  1919,  which  figure 
o\il<i  probablv  hold  good  for  1918.  In  1918,  56,517,000  pounds  of  soya-bean  oil  was 
ae<i  in.  vegetable  lard.  WTiile  there  are  small  amounts  of  soya-bean  oil  used  in  other 
lid  VLS tries,  it  is  the  industries  named  which  will  suffer  most  heavily  if  their  raw 
lateri^kl — Boya-bean  oil — ^is  removed  from  the  free  list,  and  it  is  these  industries,  together 
ritbk.  XYie  refiners  of  vegetable  oils  who  refine  soya-bean  oil  for  export,  who  make  the 
►loa  t>liat  they  be  allowed  to  continue  its  importation  free  of  duty. 

Tlie  annual  imports  for  consumption  and  domestic  exports  of  soya-bean  oil  are  shown 
>y  tVxG  following  table  which  is  taken  from  the  Tariff  Information  Survey  with  the 
^x:cept;ion  of  the  domestic  exports  for  the  year  1919  which  are  not  embodied  therein : 

Table  2. — Soya-bean  oil. 


Year. 


1911.. 
1912.. 
1913.. 
1914.. 
1915.. 


Fiscal  year, 
imports  for 
consump- 
tion. 


Pounds. 

41.105,920 

2S, 01 9, 560 

12,440,106 

16,363,645 

19,210,028 


I 


Exports. 


Poundn. 


Fiscal  year, 
imports  for 
consump- 
tion. 


Pounds. 
9S,  171,275 
162,734,010 
336,899,646 
244,101,805 
196,108,919 


E.xports. 


Pounds. 


45,580,835 
67,781,974 


Attention  is  called  to  a  very  important  point  which  is  that  much  of  the  soya-bean 
oil  -which  is  imported  into  America  is  refined  by  American  vegertable  oil  refineries 
and  exported  to  Europe  and  elsewhere.  In  1919  American  vegetable  oil  refineries 
refined  and  exported  45,580,835  pounds  of  soya-bean  oil  to  Europe  and  other  countries, 
in  1920,  67,781,974  pounds  were  exported  to  tiie  profit  of  American  labor  and  American 
industry. 

It  should  at  this  point  be  called  to  the  careful  consideration  of  the  committee  that 
in  asking  that  sova-bean  oil  and  other  vegetable  oils  be  retained  on  the  free  list  that 
these  oils  are  in  the  "  crude"  state;  that  is  they  have  not  been  submitted  to  other  than 
the  most  simple  form  of  preliminary  treatment  and  to  that  minimum  degree  com- 
parible  only  with  the  needs  of  ease  of  transportation.  In  the  final  processing  of  these 
oils  before  use  in  manufactured  products  American  labor  and  industry  has  mil  scope 
lor  its  skill  and  ingenuity.  Our  exports  of  refined  so}ra-bean  oil  are  a  testimonial  to 
the  thoroughness  of  American  refineries  of  vegetable  oils  and  the  superior  excellence 
of  OUT  refining  processes,  as  in  prewar  days  practically  all  of  the  refined  soya-bean 
oil  used  in  America  came  to  the  United  States  from  Europe.  We  now  find  American 
v^etable  oil  refineries  exporting  millions  of  pounds  of  refined  soya-bean  oil  annually 
to  Europe,  with  the  greatest  likelihood  that  this  business  willincrease  largely  in  volume 
from  year  to  year,  because  American  brands  of  refined  soya-bean  oil  have  become 
establi^ed  in  all  sections  of  Europe. 

The  continuation  of  this  rapidly  growing  component  port  of  American  commerce, 
however,  is  absolutely  dependent  upon  the  securing  of  tne  raw  material  or  the  crude 
soya-bean  oil  free  of  all  duty.    The  competition  of  American  refiners  of  soya-bean 
oil  with  European  refiners  of  soya-bean  oil  is  extremely  keen,  and  while  the  privil^e 
of  the  drawback  would,  in  case  a  dutv  were  levied  upon  soya-bean  oil,  enable  the 
American  refiner  to  recover  the  most  of  the  duty  paid,  the  inevitable  result  of  even  a 
slight  import  dutv  upon  soya-bean  oil  would  be  to  destroy  forever  the  important  and 
rapidly  growing  ousmess  which  America  had  with  Europe  in  refined  soya-bean  oil 
prior  to  the  passage  of  the  emereencv  tariff  act  and  can  r^ain  again  if  the  complete 
embargo  which  was  established  oy  tnat  measure  is  not  perpetuated.    The  statement 
is  made  that  even  a  slight  duty  will  destroy  our  refined  soya-bean  oil  business  with 
Europe^  because  it  would  not  be  possible  to  bring  into  the  United  States,  were  soya- 
bean oil  made  dutiable,  sufficient  supplies  for  our  refineries  to  be  assured  of  raw 
material  when  competing  for  European  business.    The  business  as  stated  is  highly 
competitive  and  must  be  conducted  on  a  volume  basis.    Starting  with  the  year  1913, 
when  12,440,406  pounds  of  soya-bean  oil  were  imported  into  the  United  States,  the 
quantities  imported  increase  &t)m  year  to  year,  reaching  the  peak  in  1918  of  336,899,646 
poimds  and  declining  in  the  years  1919  and  1920  as  the  void  of  fats  and  oils  in  the 
laj^lers  of  Europe  was  gnulually  filled. 
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This  increase  of  imports  of  soya-bean  oil  from  year  to  year  has  not  h«*en  d*.*  »- 
placement  of  domestic  vegetable  oils,  such  as  cottonseed  oil,  com  oil.  and  p^»r  • 
because  as  the  volume  of  imports  of  soya-bean  oil  has  increased  from  y#*r  to  5  •*• 
total  consumption  of  all  fats  and  oils  in  the  United  States  has  inrreaeed  f^r^m  - 
ately.    In  other  words,  the  primary  factor  responsible  for  large  importatiafiy  •  r  - 
bean  oil  as  well  as  other  exotic  vegetable  oils  is  the  existence  of  a  consumiisr  «i*--; 
in  the  United  States.    Without  this  consuming  demand  ver>'  meager  iinprf*j* 
of  vegetable  oils  would  occur.    Importation  of  oriental  oils  is  on  beluJf  ol  tb*  *  - 
users  and  not  for  speculative  demand.     Those  who  argue,  therefore,    th^t  1-. 
importations  of  oriental  oils  depress  the  American  market  reaM>n  wioDt^x  K-i 
these  importations  take  place  oidy  when  consuming  demand  is  strong'  aad  Urz- 
diminish  when  consumii^  demand  slackens. 

The  following  table  shows  our  importations  of  soya-bean  oil  and  other  v«|^etA^4• 
also  tallow,  at  a  time  of  poor  consuming  demand,  namely  from  January.  I9::i    s 
the  end  of  May,  1921,  at  which  latter  date  the  ill-advised  embargo  upon  oritfau. 
went  into  effect  as  compared  with  the  same  months  of  1920: 

Table  3. — Imports  0/ vegetable  oils  and  tallow. 


Cbinese  nut  oil 

Cottonseed  oil 

Coconut  oil 

Linseed  oil 

OUveoU— inedible. 
OKveoU—edible.. 

Palm  oil 

Palm  kernel  oil 

Peanut  oil 

Rapeseedoil 

Sova-beanoil 

Tallow 


Jan.  1,  to        Jac 
May  31. 1921,   Mat  : 
indosiTt. 


Pound». 

612.315  ,  4   .  «< 

77,6i2.ai  1  m  r_  -. 

1,330,721  I  a«4  .. 

810,72S,  ^.  • 

12,315,  m  >  UCI  '- 

8,533,«0|  Z.A.  - 

7a§,7M.  --. 

I.Ul.JOi,  HV-* 

3,6ai,oQi  t  4^  - 

15,228,0C,  »*<    - 

237.«SBi  Ii^^' 


Total  vegetable  oils  and  tallow :    136,508.323       jatr.  — 

I I 

From  the  above  table  it  can  be  seen  that  as  demand  slackens  imports  di^  dovn  *  . 
verv  small  volume,  comparativelv  speaking,  without  the  interpoeine  of  emhmici^ 

Tlie  futility  and  uselessness  o{  the  embargo  on  oriental  vegetable  oils  1*  •■^-•r 
shown  by  the  above  table.    These  oils  would  not  have  been  imported  in  vdum*  •    * 
if  the  embarcp  were  not  passed,  because  there  was  no  consuming  demand.    Au;.""* 
who  claims,  tnerefore,  that  the  embargo  on  oriental  oils  had  any  eft^'ct  in  creatiw*-  : 
slight  advances  as  have  occurred  in  the  market  for  vegetable  oils  since  the  ncmv 
the  embargo  on  ^f  ay  28  is  assuredly  poorly  informed  as  to  the  facts. 

If  coconut  oil  were  eliminated  from  the  above  table,  our  total  importation  •<  1 
vegetable  oils  and  tallow  would  have  been  only  48,890.901  povinds  in  thi*  ftm  1  ' 
months  of  1921  before  the  embargo  became  effective  or,  practically  speaking  nod-:-- 
Soya-bean  oil  importations  average  only  slightly  in  excess  of  3*000, WW  poan«i<  :■ 
month,  and  peanut  oil  imports  from  month  to  month  become  almost  in<iisir«m^ ' 

Returning  to  the  matter  of  the  effect  of  importations  upon  market  pric«  01  \-wc»'.*' 
oils — ^if  large  importations  of  soya-bean  oil  were  a  depressing  factor  on  Amerink  t.  j- 
table  oil  and  fat  markets  prices  would  decline  in  years  of  large  importatioof*.    lo !  •- 
when  the  United  States  imported  only  12,440,406  pounds  of  BO>^-hean  oil.  lliepn--- 
that  oil  was  5.1  cents  per  pound.    In  1918,  the  year  of  heaviest  importation,  wbrt  \^ 
peak  of  336,899,646  pounds  was  reached,  the  average  price  was  9,7  coats  per  pn^u 
and  the  prices  of  other  vegetable  oils  proportionately  high.    W<»re  the  ntrutc* 
parallel  to  that  of  a  stream  of  water  flowing  into  a  lake  without  sm  outlet,  th<«  mirk'  * 
would  have  become  stagnant  and  prices  would  have  been  much  lower  in  a  yt^r  <rf  i  *. 
imports  like  1918  than  m  a  year  or  low  imports  like  1912. 

SOYA-BEAN    OJL   NOT  COMPEtlTXVE   WITH   COTTON'SEEn    OIL. 

The  Tariff  Commission  in  submitting  their  erport  to  the  Ways  and  Meaa»  <    . 
mittee  of  the  House  stated  that  soya-be^n  oil  is  not  competitive  ^*ith  rr^x^  r.-  ^ 
oil,  "in  the  sense  that  it  is  tending  to  reduce  the  volume  of  cott<«nfeed  r-il  fr^ 
tion.'*    Tliey  state  further:  "The  general  preference  for  cottun-eed  oil  tr  #*r.'  • 
products  (the  most  important  use  for  '"  >t  oil),  the  relatively  limits  qQaiitit:r» 
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.x-l>©3.n  oil  available,  the  increasing  export  demand  for  the  refined  oil,  and  the 
'•   tlia.ti  cottonseed  oil  prices  serve  as  a  re^lator  of  other  vegetable  oil  prices,  such 
ors  a,Te  to  be  considered  in  studying  competitive  conditions." 
ov-a-l)ean  oil  can  not  be  competitive  witn  cottonpoed  oil  as  an  edible  oil  because 
t>3  linseed  oil-like  flavor,  its  poor  bleaching  qualities  and  its  low  titer.    The  chief 

o€  oottonseed  oil  is  in  lard  substitutes  in  which  form  there  is  consumed  in  excess 
St>  T>er  cent  of  the  annual  production  of  cottonseed  oil.  The  highest  percentage 
soya-'bean  oil  incorporated  into  any  one  year's  production  of  lard  substitute  which 
ovmtjs  to  over  1,000,000,000  pounds  annually  was  4.7  per  cent  in  1918.  It  should 
ther  be  noted  that  lard-substitute  makers  can  use  soya-bean  oil  only  when  there 
a.  spread  of  3  cents  per  pound  between  soya-bean  oil  and  cottonseed  oil.  Tliis  is 
•a.vxse  of  the  inferiority  of  soya-bean  oil  as  an  oil  for  lard  substitute.  Its  low  titer 
?veiitja  its  use  in  the  manufocture  of  lard  substitute  to  the  extent  of  more  thsm 

por  cent  of  the  total  oil  mixture.  Its  rivalry ,  therefore,  with  cottonseed  oil  as  a 
mponent  part  of  the  chief  product  into  which  cottonseed  oil  goes  will  never  be  a 
"ious  one.  The  following  table  reveals  the  total  amount  of  refined,  deodorized 
i"a.-bean  oil  refined  for  edible  purposes  both  for  domestic  consumption  and  for 
.port  in  recent  years: 

Table  4. — Soya-hean  oil. 


Calendar  year. 


>14. 


Edible  oil 
refined  for 

domestic 

consumption 

and  export. 


Poundt. 
2,764,000 


9,920,000 


Calendar  year. 


1917 
1918 
1919 


Edible  oil 
refined  for 

domestic 

consumption 

and  export. 


Pound*. 
42,074,000 
79,861,000 

138,162,575 


In  the  year  1919  the  exports  of  edible  soya-bean  oil  to  Europe  were  45,580,836 
>ouiids.  It  can  be  seen,  tnerefore,  that  materially  less  than  95.000,000  pounds  of 
<i(ined  soya-bean  oil  went  into  domestic  consmnption  in  food  products. 

We  produced  in  the  year  1919  1,430,002,000  pounds  of  cottonseed  oil  which  is  con- 
tidered,  as  before  stated,  primarily  an  edible  oil,  while  soya-bean  oil  is  not.  Accord- 
tii<5  to  the  Tariff  Commission  data,  therefore,  the  amount  of  refined  soya-bean  oil 
arnially  consumed  in  the  United  States,  or  that  which  went  into  edible  products, 
was  less  than  7  per  cent  of  the  amount  of  cottonseed  oil  produced  in  the  United  States. 
We  use  the  year  1919,  as  it  is  the  only  year  showing  complete  data  on  soya-bean  oil 
in  the  Tariff  Commission  report,  although  the  year  1919,  because  of  pecuUar  condi- 
tions existing  in  that  year,  is  not  really  representative  as  the  quantities  of  soya-bean 
oil  used  for  edible  purposes  in  that  year  will  probably  not  be  equaled  in  size  for  years 
to  come.  It  would  seem,  therefore,  that  as  far  as  competition  from  soya-bean  oil  is 
concerned  that  the  conclusion  of  the  Tariff  Commission  is  correct  when  they  state  as 
re^rds  cottonseed  oil:  ** Since  the  United  States  produces  about  three-fourths  of  the 
world  supply  of  cottonseed  oil,  and  is  the  only  heavy  exporting  country,  there  appears 
to  be  no  immediate  tariff  problem." 

We  quote  extensively  from  the  Tariff  Commission  reports  because  we  have  made 
extensive  effort  to  find  why  ridiculously  high  import  duties  are  proposed  on  soya-bean 
oil  in  the  Fordney  tariff  bill.  The  Tariff  Commission  did  not  suggest  them.  Not 
only  do 'they  state  that  cottonseed  oil  does  not  need  protection  but  uiey  also  state  as 
regards  com  oil  that  ''corn  oil  presents  no  direct  tariff  problem."  Domestic  peanut 
oil  would  not  profit  by  high  protective  duties  on  aoya-bean  oil,  as  it  is  used  for  different 
purposes  and  the  two  are  not  competitive  oils. 

Domestic  linseed  oil  needs  no  protection  from  soya-bean  oil  because  as  a  drying  oil 
and  as  a  component  part  of  paints  and  varnishes  soya-bean  oil  is  undoubtedly  inferior 
to  Unseed  oil  and  for  this  reason,  as  noted  in  the  report  of  the  Tariff  Commission^  must 
sell  at  from  2  to  3  cents  per  pound  less  than  linseed  oil,  which  disparity  in  prices  is 
assuredly  ample  protection  from  competition  with  soya-bean  oil.  In  fact  the  Tariff 
Commission  states  that  ^'soya-bean  oil  is  not  really  competitive  vdih  linseed  but 
under  present  conditions  of  linseed  price  and  supply  is  rather  a  necessary  adjunct  to 
it."  Since,  therefore,  a  high  duty  on  soya-bean  oil  can  not  assist  linseed  oil  we  must 
look  elsewhere  to  find  the  reason  for  the  prohibitive  duties  proposed  and  we  will  look 
in  vain. 
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It  is  very  evident  in  the  propoeed  levying  of  abaurd  embargo  cteatjng  dutttanpw 
vegetable  oils  that  the  Ways  and  Means  Committee  of  the  House  did  not  coiiniltttt 
surveye  of  the  Tariff  Commission  cot  did  they  seek  the  couosel  of  thoae  fiiniliit  mtk 
conditions  in  the  vegetable-oil  bmrineea. 

An  import  tax  on  soya-bean  oil  or  other  oriental  oile  would  not  be  of  aeoEti 
cotton  oil  because  we  produce  a  varyin?  exportable  surplus  not  fu  distant  from  1.000,- 
000  barrels  yearly.  We  give  herewith  a  table  Hhowang  the  combined  jffodaclioa, 
imports  and  exports,  oE  all  fats  and  oils  for  the  year  1920: 

Table  5. 


FrodueOaD.  [    Impons. 


V^^etable  oils: 

Collonseetl 

Soya  bean 

reaniit.'.'.'.'.'.'.'.'.'.'.'.'.'. 

Pa]m  kernel 

Olivo 

CWneMuui 

Palm 

All  oilier 

Total  vFgetablF  olh 

Fish  oils 

Animal  falsi 

Lord 

Neutral  lard 

Tatlon  and  oleo  nUxV 
No»t's-loot  oil 

Total  Btiiroalfsts.. 
Total  all  tats  and  oj 


,141,339,742 
iSi',7Il',&U  I 


I       !«,W,» 

I     w.;».» 


1, 028, 004,714 

641,491.626 

x,m.a 

fl5,7S8,74J 

17,015,0)11 

7,(H,« 

l,Z48,»l,7B7 
80,747,940 
300,343,508 

14,BM,ej7 

6I!,W,KI 

a.ffl'.n 

1,838,470,333  * 

14,934,G37 

m.m.» 

371,183,114 
(PUS,  787,341  , 

as, 332, m 
9:827;i74 

«:»• 

I7,244,24S  I    709,3! 


iNone 


■Not  separated. 


From  the  above  table  it  will  be  observed  when  all  the  imports  of  vegetable  oilitDd 
fata,  oriental  and  otherwise,  animal  oils  and  by-products  of  oils  and  fate  tkre  louled  ilx 
amount  is  very  small  in  proportion  to  our  production  and  exports;  for  iUtisintuu. 
in  1920  our  total  production  of  fats  and  oils  and  by-products  amounted  to  4,n9T,:'44,::j' 
pounds,  our  exports  were  1,184,067,079  pounds,  and  our  imports  only  7l)9,;l?l.J.'' 
pounds.  Our  imports  were  then  only  two-thirds  of  our  exports  and  onlv  oiM-^evemi 
of  our  total  production  of  oils,  fats,  and  by-prod ucla.  To  surest  the  neei  oi  ptoteciko 
for  the  tats  and  oils  industry  of  America  when  this  state  of  affairs  obtains  a  nodunr 
short  of  nonsensical. 

When  protection  tor  an  industry  is  proposed  it  is  generally  on  the  basiB  oi  Aft^ 
labor  coals  in  the  fore^  country  from  which  emanate  the  products  presumed  to  crai- 

Ete  with  domestic  products.    The  following  table  from  Abstracts  of  the  OeiL^usft 
inufactures  reveals  the  relative  importance  of  labor  to  materials  in  the  crushing  oi 
cotton  seed  and  the  production  of  crude  cottonseed  oil: 

Table  6. 


i8»g 

■m 

1909 

mi 

369 

(73, 770. 000 
»1,K3B,0Q0 
ISO.  030,000 
WS,  48(^000 

»91.0Sfi,000 

«,Kli,000 

1119,  Ss:!.  OKI 

tl47,  868.000 

l\49(M« 

121^  117. « 
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rike  arl>ove  table  shows  that  the  cost  of  labor  in  the  process  of  crushing  and  preselinfi 
t.oiiJ9oe<i,  which  is  largely  carried  on  by  machinery,  is  only  5  per  cent  of  me  total 
t  of  t]:i.e  materials  cnished  and  pressed.  To  adopt  an  extreme  position,  therefore, 
msLy  state  that  even  if  the  oriental  producer  of  soya  bean  or  other  vegetable  oil 
t&iiie<i  his  labor  for  nothing  the  element  of  labor  cost  could  not  enter  into  the  situa- 
•n ,  or  tJiat  the  element  of '  'cheap  labor  "  was  in  any  way  involved.  The  element  of 
3t  of  transportation  and  incidental  costs  far  overcomes  any  saving  of  the  portion  of 
E»  o  j>Gr  cent  labor  cost  which  might  be  in  his  favor  if  we  continue  to  work  from  the 
xreme  position  of  his  getting  his  labor  gratis.  To  illustrate  our  point,  the  cost  of 
trijsporting  sojra-bean  oil  from  Darien,  Manchuria,  the  principal  source  or  point  of 
Lsri  n ,  to  the  (Jhicago-Oincinnati  district,  whidi  is  the  piincipal  center  of  consumption , 
^T  lOO  pounds,  is  as  follows: 

^ckagos,  two-fifths  gallon  tins  and  case,  cost  (gold) $0. 55 

r?eaii  freight,  at  $6  per  cubic  ton,  accommodating  1 ,150  pounds  actual  oil 50 

arine  insurance,  one-fourth  of  1  per  cent  (value,  $5) 0125 

eaka^e  in  voyage,  2  per  cent  average 10 

andling  at  American  port  of  entry 25 

Teigh.t,  port  of  entry  to  destination 1. 05 

It  ^will  therefore  be  seen  that  the  cost  of  transportation  alone  from  the  foreign  point 
i  origin  to  the  American  point  of  consumption  is  $2.46^  per  100  pounds. 

The  cost  of  transporting  our  domestic  oil  from  southern  points  to  this  same  consuming 
enter  in  Chicago-Cincinnati  district  is  only  $0.40  per  100  pounds. 

TVve  foreign  soya-bean  oil  must  bear  a  transportation  charge  of  $2.46^  per  100  poimds, 
>r  18  i  cents  per  gallon,  whereas  our  domestic  oils,  like  cottonseed,  are  only  required  to 
>oar  a  charge  oi  40  cents  per  100  pounds,  or  only  3  cents  per  gallon.  This  charge  on 
Lhe  imported  exceeds  the  charge  of  domestic  oil  by  14  cents  per  gallon.  As  the  present 
price  of  cottonseed  oil  (crude)  is  approximately  7^  cents  per  pound  at  Chicago  or 
Jineinnati  market,  or  55  cents  per  gaUon,  the  domestic  oil,  without  any  duty  whatever, 
enjoys  an  advantage  of  approximately  25  per  cent. 

Furthermore,  foreign  mills  are  operated  largel^r  by  hand,  and  in  hand  pressing  seven 
common  laborers  are  required  in  the  oriental  mills  to  perform  the  same  operation  for 
which  only  one  American  laborer  is  required  in  our  American  mills  with  their  modern 
machinery.  Therefore,  the  cost  of  actual  production  is  practically  equal  at  the  foreign 
and  our  domestic  mills,  and  instead  of  having  any  advantage,  the  foreign  crusher  and 
grower  must  bear  the  burden  of  transportation  charges  equal  to  —  per  cent  of  the  value 
of  the  nearest  domestic  oil,  which  is  cottonseed  oil. 

SOYA-BEAN   OIL   ESSENTIALLY  A   SOAP   OIL. 


To  reveal  the  consumption  of  all  fats  and  oils  by  the  soap  industry,  inclusive  of  soya- 
"bean  oil,  we  include  the  following  table: 

Table  7. — Consumption  of  fata  and  oils  in  the  soap  industry. 


Products  consumed. 


Vegetable  oUs: 

Cottonseed 

Coconut 

Linseed 

Soyabean 

Com 

Peanut 

Palm  kernel . . . 

Olive 

Rapeseed 

Chinese  nut . . . 

Palm 

Allothtf 

Total , 

Pish  oils 

Animal  fats: 

Urd 

Tallow , 

Neat'9-footoU.. 

Greases 

By-prodacts 

Total,  all  fats 


1914 


Pounds. 

119, 254, 000 

77,959,000 

1,034,000 

4,499,000 

11, 368, 000 

76,000 

31, 376, 000 

748,000 

6,664,000 

(») 
71,896,000 
10,133,000 


1916 


335,007,000 
15,944,000 

10,484,000 

270,713,000 

77,000 

83,817,000 
220,840,000 


936,189,000 


Pounds. 

194,916,000 

111,084,000 

803,000 

57, 373, 000 

12, 821, 000 

1,181,000 

5,804,000 

1, 1»4, 000 

7,224,000 

118,000 

14,938,000 

13,350,000 


420,805,000 
11,175,000 

8,294,000 

338,931,000 

329,000 

103,684,000 

246,594,000 


1,129,812,000 


1917 


Pounds. 

126, 390, 000 

168,602,000 

1,006,000 

124,058,000 

15, 997, 000 

15, 126, 000 

4,762,000 

1, 731, 000 

6,972,000 

115,000 

27,345,000 

18,601,000 


509,705,000 
12,132,000 

7,481,000 

362,297,000 

118,000 

160,623,000 

285, 140, 000 


1,337,505,000 


1918 


Pounds. 

150,000.000 

230,000,000 

2,000,000 

120,000,000 

8,000,000 

10,000,000 

2,000,000 

600,000 

100,000 

250,000 

13,000,000 

27,400,000 


563,350,000 
7,017,000 


335,000,000 


168,000,000 
316,500,000 


1,389,867,000 


None. 
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By  the  above  table  it  is  shown  that  soya-bean  oil  has  year  by  year 
importance  to  the  soap  maker,  starting  with  only  four  and  one-^alf  milliuo  t* 
round  numbers  in  1918.     One  hundred  and  twenty  million  pounds  ui  s^^ »-'•*. 
was  consumed  by  the  soap  kettles  of  the  country. 

It  can  be  conceded,  therefore,  that  soya-bean  oil  rivals  cottonseed  c lii  »•  j  -  •. 
In  1918  there  was  150,000,000  pounds  of  cottonseed  oil  used  in  ermp  or  *  »' 
pounds  more  cottonseed  oil  than  soya  bean     Cottonseed  oil  was  conndefvd  -• 
ago  as  preeminently  a  soap  oil.     It  was  discriminated  againf>t  a?  an  ediM*  :* 
and  this  discrimination  forced  it  into  the  soap  kettle.    Conditions  bMte    tt:.- 
however.    Cottonseed  oil  no  longer  bears  the  undesirable  bad^  of  a  frmp  ^t!  -:■ 
recognized  as  the  choicest  of  edible  oils  which  can  be  utilized  for  table  am  *  >  * 
purposes.    Soya-bean  oil  when  used  in  the  place  of  cotton  oil  in  the  ™**f^^F  '.^ 
nonedible  products  fiu'nishes  a  medium  of  substitution  which  is  thnroofhi}    • 
ficial,  releasing  the  more  desirable  cottonseed  oil  for  use  in  edible  pitNiuctd.  coi.: 
its  value  and  permitting  the  exportation  from  the  United  States  of  a  Urge  v  '. . 
edible-oil  products. 

There  were  a  small  minority  of  the  cottonseed  oil  crude  mills  who  •li^"'^' 
tariff  on  soya-bean  oil.    They  stated  that  soya-bean  oil  was  a  daogerouf  cvts;* 
of  cottonseed  oil.    It  has  been  clearly  shown  that  the  only  place  where  tlr^  - 
possible  rivalry  between  soya  and  cottonseed  is  in  the  soap  kettle,  wliirfa  b  ti»  6  .- 
mg  ground  for  low-grade  greases,  tallows,  and  oils,  the  fiotBam  and  jetnm  <4  ml 
and  fats.    It  is  among  this  class  of  oils  that  soya-bean  oil  must  be    ' 
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If  a  minority  of  crude  cottonseed  oil  men  desire  that  cotton  seed  descend  fr  c  .» 
high  pedestal  as  premier  of  edible  oils  and  struggle  with  soya-bean  ml  mi  •t'. 
greases  and  inediole  tallows  for  supremacy  in  the  soap  kettle,  anuRdlr  a  ^- 
merit-lacking  proposition  from  a  viewpoint  of  economics,  this  desire  is  not 
the  majority  ot  the  cotton-oil  industry. 

We  submit  herewith  the  letter  of  Mr.  John  Aspegren,  president  oi  the 
Cotton  Oil  Co.,  of  Portsmouth,  Va.,  the  second  largest  cotton-oil  refineiy  in  tht  l'&.> 
States,  written  under  date  of  July  15  to  the  crude  oil  men  of  the  South,  a  lew  *i^^  f 
had  advocated  a  tariff  on  oriental  oils. 

July  15,  It: 

Under  date  of  March  15,  I  addressed  a  letter  to  you  on  the  subject  o£  a  ir-;*- 
tariff  on  oriental  vegetable  oils  which  had  been  advocated  by  some  peopf-  s 
industry.     In  the  meantime  the  emergency  tariff  has  been  passed  and  th«  t^*.^' 
at  issue  now  is  what  should  be  done  in  regard  to  the  permanent  tariff  bill 

I  feel  that  I  would  be  remiss  in  my  duty  if  I  did  not  call  your  attentiin  to  tb«  • 
that  since  we  passed  the  emergency  tariff  bill,  Italy  has  retaliated  by  douUnj 
duty  on  American  cotton  oil.    Now  comes  cable  advice  that  France  ha«  i-^. » 
suit  by  tripling  the  duty  on  American  cottonseed  oil.    From  Rottentam  aiki  :  ' 
Europe  we  receive  cable  advices  that  it  is  useless  to  make  offen  of  cottoo  >i.  .* 
more,  buyers  switching  their  re(}uirements  over  to  oriental  oils.    We  are  ^t^ 
threatened  at  the  present  case  with  losing  a  large  part  of  our  export  tiade  ice  **^- 
cotton  oil,  and  the  net  result  of  the  whole  thing  will  simply  be  that  for  e\<ri  Ur> 
of  oriental  oil  that  we  embargo  out  of  this  country  we  will  lose  a  similar  aiarKi: 
our  trade  in  cotton  oil.    Twenty  years  ago  the  largest  part  of  our  cotton  oil  vi^  j» 
for  soap  making  and  for  inedible  purposes.    Due  to  the  tremendous  «th6  a' 
progress  in  the  reining  industry,  only  a  very  small  proportion  of  cotton  oil  lui  U* 
gone  into  the  soap  trade,  and  practically  all  of  it  has  found  its  wav  into  «dibrf  •  ^- 
nels,  where  the  oil  properly  belongs.     We  are  now  confronted  wit6  a  sitoaOiA  ^--^ 
we  will  be  put  back  some  20  years  agbin,  and  where,  deprived  of  our  edible  emu:  . 
outlet  in  Europe,  we  shall  have  to  waste  cotton  oil  by  forcing  it  into  the  snap  xoC-  x 
competition  with  tallows  and  inedible  greases. 

The  present  low  cotton-oil  prices  have  been  caused  by  an  abnormal  si  tut  :. ' 
world  over,  but  this  situation  is  rapidly  rectifjing  itself,  and  I  peivonall>  f**  ' 
irrespective  of  any  action  of  any  kind  tnat  is  taken  in  regard  to  the  pennai)«ct  'y  * 
on  oriental  oils  the  cotton-oil  market  will  gp  higher.    The  net  result*  horne^w.  : 
tariff  is  simply  to  put  cotton  oil  down  again  to  a  soap>making  level  instead  a  r . 
edible  oil,  with  a  corresponding  loss  in  waste,  and  to  kill  an  important  tiade  of  •  :*-  - 
a  million  barrels  a  year  of  oriental  oils  and  an  export  trade  of  an  equal  amount  vi  o  '.* 
oil. 
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•e'fore  it  is  too  late  to  rectify  a  mistake  "vre  had  tetter  Icok  clceely  and  eee  where 
Kto  j>-  Congress  T»ill  do  for  us  what  we  want  done,  and  it  behooves  us  to  be  sure 
T  w^G  <io  not  ask  for  something  that  we  are  liable  to  regret  in  the  future. 

John  Aspregen. 

Vo  T^oiild  further  point  out  that  the  official  lx)dy  of  the  cotton-oil  industry  as  a  whole 
h«^  Tn-terstate  Cotton  Seed  Crushers'  Association,  and  that  had  the  cotton^il  industry 
ir  sLslc^  for  a  tariff  on  oriental  oils  it  would  have  been  through  the  medium  of  its 
tional  organization.  We  point  out,  therefore,  that  the  cotton  oil  industry  of  the 
lite^i  States  has  at  no  time  asked  for  a  tariff  on  soya  bean  or  other  oriental  oils  and 
it  tlioee  who  appeared  before  the  Ways  and  Means  Committee  of  the  House  and  asked 
•  a  t,a.iriff  on  oriental  vegetable  oils  were  a  small  minority  of  the  crude-oil  millmen 
lo  did  not  represent  the  crude-oil  millmen,  as  shown  by  the  letter  of  Mr.  J.  J.  Lawton, 
llartsville,  S.  C,  president  of  the  Interstate  Cotton  Seed  Crushers'  Association 
d  himself  exclusively  an  operator  of  crude-oil  mills,  when  the  subject  of  a  tariff  on 
leiital  oils  was  first  discussed: 

Hartsville,  S.  C,  January  S4,  1921, 

>  the  Mbmbers  of  the  Interstate  Cotton  Seed  Crushers'  Association. 

Ite^ttlbmen:  One  month  of  the  new  year  is  behind  us.  The  country  is  passing 
iro\ijrti  the  throes  of  readjustment  and  the  future  is  uncertain.  Such  terrific  declinee 
I  the  prices  of  stable  commodities  in  such  a  brief  period  of  time  have  never  before 
pen  experienced.  After  the  Civil  War  it  took  14  years  for  prices  to  go  to  prewar 
^ures,  but  some  commodities  have  in  six  short  months  reached  the  prices  that  existed 
oforf*  the  great  World  War.  The  result  has  been  disastroiis  to  the  entire  country — ^to 
idi\ridualB  and  corporations  alike;  to  farmers,  laborers,  and  manufacturers.  There 
as  \>een  no  opportunity  to  hedge  or  get  from  under,  and  those  who  had  the  most  have 
>jt  the  most. 

Tariff  legislation:  On  account  of  the  fact  that  the  controlling  party  in  Congress  is 
Republican,  many  radical  changes  in  the  tariff  laws  are  to  be  expected.  Will  a  per- 
nanent  tariff  on  imports  of  foreign  oils  into  the  United  States  be  of  benefit  to  the 
nduetry?  Let  us  consider  the  year  ending  September  30,  1920.  During  that  year 
here  were  imported  into  this  country,  accoraing  to  official  Government  reports, 
'35,536,000  pounds  of  edible  fats.  During  the  same  period  there  were  exported 
187.525,000  pounds  of  edible  fats.  In  round  numbers  the  exports  exceeded  tne  im- 
ports by  251,989,000  pounds,  and  hence  a  tariff  during  that  period  would  have  done 
as  no  good.  If  foreign  oils  and  fats  were  kept  out  of  this  country,  they  would  go 
lirect  to  Europe  for  sale  there  in  competition  with  our  exports,  which  would  have 
to  meet  them  in  price  or  remain  unsold.  If  we  did  not  sell  them  in  Europe,  they 
would  remain  here  as  a  glut  in  the  market  and  a  menace  to  prices  here. 

Now,  as  I  see  it,  whatever  the  effect  micrht  be  of  a  temporary  or  emergency  tariff, 
we  would  gain  nothing  by  a  permanent  tariff  on  these  fats  and  probably  lose  by  rea- 
son of  retaliatory  tariff  legislation  in  foreign  countries  that  would  shut  out  American 
commodities.  This  would  be  entirely  different  in  the  case  of  sugar,  of  which  the 
United  States  uses  more  than  it  produces,  and  a  tariff  of,  say  5  cents  a  pound  could 
be  put  on  imports  of  sugar^  and  it  would  simply  mean  an  advance  of  tnat  much  in 
sugar  price  to  every  user  in  the  United  States.  The  sugar  people  here  would  set 
their  price  by  the  price  of  imported  sugar,  including  the  import  duty. 

The  problem  of  the  American  oil-mill  industry  is  to  provide  world  markets  for  its 
products  and  a  merchant  marine  that  will  transport  them  abroad  as  cheap  or  a  little 
cheaper  than  the  ships  of  other  nations  can  carry  them. 
Very  truly,  yours, 

J.  J.  Law^ton,  President. 

Soya-bean  oil  being  an  essential  raw  material  to  the  soap  industry,  paint  and  varnish 
industry,  linoleum  and  oilcloth  industry,  and  rubber-substitutes  maustry,  and  many 
other  industries  J  it  is  plainly  evident  that  to  deprive  them  of  this  necessary  raw  mate- 
rial by  the  levying  of  an  import  duty  will  narrow  the  field  in  which  these  icdustries 
can  operate,  as  they  will  be  unable  to  manufacture  except  for  domestic  consumption. 
for  when  similar  industries  in  Europe  secure  their  raw  materials  free  of  duty  they  will 
be  able  to  turn  out  cheaper  soap,  cheaper  paints  and  varnishes,  cheaper  lubber  sub- 
stitutes, cheaper  linoleums,  and  all  other  manufactured  products  into  which  soya-bean 
oil  enters  ana  secure  control  of  the  foreign  markets  in  which  American  industries  have 
been  rapidly  extendinc  the  sale  of  their  manufactured  products.  Further,  to  the 
extent  that  the  United  States  ceases  to  buy  oil  in  oriental  markets  tJie  European 
buyer  will  have  less  competition  there  and  can  secure  his  oil  at  a  lower  price. 
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That  Europe  is  utilizing  her  unlimited  access  to  the  oriental  markete  in  ike  v^ 
of  American  competition  is  shown  hy  the  shipments  of  soya-bean  oil  from  tb^  p*  ^ 
Barien,  Manchuria,  to  European  ports  since  January  1, 1921,  as  advised  by  ^^Mf^  ' 
Darien: 

Table  8. — JSoya-bean  oil  exports  from  Darien  to  Europe,  19tl» 

Pounds. 

June 28,  *» 

July  (part) S.i^ 


Total 129  t*» 


January 13, 600, 000 

February 10, 400, 000 

March 21,200,000 

April 23, 600,000 

May 24,000,000 

That  these  imports  displaced  an  equal  amount  of  vegetable  oils  of 
which  could  not  compete  at  the  prices  at  which  the  European  was  able  to  ^  .- 
markets  in  which  his  purchasing  agents  held  sway  through  lack  of  Ameri'  an 
tition  can  readily  be  realized. 

The  export  trade  of  the  industries  of  the  United  States  who  tiae  vegetahl*-    .  . 
raw  materials  has  been  built  up  on  the  basic  principle  of  cheap  raw  matonal- 
interfere  with  the  old  established  principle  of  cheap  raw  materials  and  a  '«:*.- 
exchange  for  our  exports  is  to  laigeljr  inhibit  our  export  trade  or  to  stifle  it  alt<o  "  ' 
If  our  costs  of  manufacturing  are  raised  we  can  not  compete  abroad. 

The  costs  of  basic  essentials  such  as  soap  will  be  increased  to  the  domestic  o-e^.*  ' 
In  the  soap  industry  the  cost  of  the  raw  material  constitutes  70  per  cent  oi  ci^^  *   - 
cost  of  the  finished  product.    An  increase  of  2  cents  in  Uie  cost  of  any  of  the  kI-  .  - 
in  the  manufacture  of  soap  will  mean  an  increase  of  approximately' one-JkaU  • " 
the  manufacturing  cost  of  a  cake  of  ordinary  household  soap  made  from  tbem     7 
housewives  will  pay  this  and  nobody  will  profit  by  it. 

Soya-bean  oil,  when  combined  with  linseed  oil,  makes  excellent  weather-?*-.-  . 
paints,  more  reasonable  in  price  than  those  made  from  linseed  oil  alone.    Piusi*  . 
varnishes  must  be  available  to  our  population  and  the  use  t>f  paint  a^  a  piii.*  -vi' 
out-of-door  structures,  agricultural  implements,  and  in  improving  the  miitan-  • 
tion  of  our  surroundings  must  be  encouraged  and  not  restricted  by  the  V^^y.. 
import  duties  upon  important  ingredients. 

If  we  do  not  buy  abroad  we  can  not  sell  abroad,  and  it  must  be  realized  thai  iS* 
ental  countries  which  are  enormous  buyers  of  American  steel,  agricultuial  implex 
machinery,  leather  goods,  and  other  manufactured  commodities  have  only  a  rfc-tr 
list  of  export  commodities  which  they  can  shij)  us  in  return  in  any  ci>a4de9al*i«  > 
of  which  soya  bean  oil  and  other  vegetable  oils  are  important  iteuL*,  and  u>  di«  ' ' 
nate  ao;ainst  these  oils  is  to  threaten  the  life  of  our  whole  Asiatic  a^mm^tct. 

In  the  light  of  the  foregoing  facts  we  urge  the  committee  to  retain  i»n  the  fri*  .  * 
this  important  raw  material  of  American  vegetable  oils  and  fats  industries. 

Respectfully  submitted  by  the  bureau  of  raw  materials  for  American  vcfeeu^  !• 
and  fats  industries. 

G.  Rogers  Brown, 
F.  M.  Barn  ESI, 
Mason  B.  Trowbridov. 
Erecutitt  fVyw* 


Brief  op  the  Bureau  op  Raw  Materials  for  American  Veoetabli  i>ii-  ' 

Fats  Industries. 

Flaxseed  and  linseed  oil  (par.  50,  schedule  1). 

proposed  and  present  rates  of  DrTY. 

Flaxseed:  H.  R.  7456,  25  cents  per  bushel;  act  1913,  20  cents  per  bushel. 

Linseed  oil:  H.  R.  7456, 2\  cents  per  pound  (equals  18}  cents  per  gmlkfi);  ar.  ! 
10  cents  per  gallon. 

We  object  to  the  duty  of  18}  cents  per  gallon  on  linseed  oil,  as  this  rate  •  t  •! 
represents  an  unwarranted  increase  above  the  rate  of  10  cents  per  gallon  in  th^  t^' 
act  of  1913  when  compared  with  the  much  smaller  increase  made  in  the  ratr  •  i  ^. 
on  flaxseed  in  House  bill  7456,  as  compared  with  the  rate  in  the  tariff  act  <<  i «' 

The  problem  involved  in  constructing  a  tariff  on  flaxseed  and  linseed  ri!  i^  a!^ 
entirely  one  of — 

First.  Establishing  a  duty  on  flaxseed  that  ecjuitably  encouraasvs  iIk  fp«** 
flaxseed  by  the  American  farmer  without  unduly  imposing  too  grrat  a  bardK^  • ' 
American  consumer  who  buys  the  products  of  flaxsera. 
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cx>xLd  .   Establishing  a  rate  of  duty  that  equitably  protects  the  American  crusher 
.x:see<l  who  produces  linseed  oil  from  the  flaxseed. 

re^&rd  to  the  first  consideration,  we  believe  the  rate  of  duty  of  25  cents  per 
ie\  izi  House  bill  7456  is  as  high  a  rate  of  duty  as  could  be  equitably  imposed. 
ous  grains  can  generally  be  grown  to  better  advantage  by  American  farmers  and 
(eed.  xn  the  United  States  is  generally  in  the  class  of  a  catch  crop  and  high  prices 
?i  not;  contributed  to  any  general  increase  in  its  production  by  American  farmers; 
ef ore ,  to  date  tariffs  have  not  induced  a  regular  progressive  development  of  its 
Luctlon  and  tariffs  have  not  resulted  in  developing  the  industry  in  accordance 
I  tlie  "theory  of  production  development  commonly  associated  witn  a  tariff  on  such 
mixKxiity  as  flax.    This  is  shown  by  the  following  statistics: 

Flaxseed  crops  of  the  United  States. 


Year. 

Bushels. 

Average 
price. 

Tariff. 

»,_.____ 

12,718,000 
19,370,000 
28,073,000 
17,853,000 
13,749,000 
14,030.000 
14,296,000 

9,164,000 
13,369,000 

8,919,000 

S2.34 
2.31 
1.72 
1.34 
1.52 
1.79 
2.22 
3.09 
3.94 
4.53 

Fayne-AIdrich. 
Do. 

t 

Do. 

I 

UnderWood. 

1 

Do. 

>.  . , 

Do. 

■^ . . „ 

Do. 

7 

Do. 

< 

i 

Do. 
Do. 

It  will  be  seen  from  the  above  there  is  no  indication  of  anything  but  irregular  inter- 
ittent  production  with  no  evidence  of  tariffs  or  values  being  associated  with  the 
emotion  of  the  industry.  It  is  to  be  presumed,  however,  that  when  the  American 
rmer  does  plant  flaxseed  that  he  receives  a  higher  price  when  a  tariff  is  in  effect, 
our  production  has  been  slightly  more  than  50  per  cent  of  our  requirements,  conse- 
lently  with  the  necessity  of  importing  nearly  50  per  cent  of  our  requirements  it  is 
vely  that  our  flaxseed  farmers  have  obtained  for  our  domestic  production  an  average 
rice  equal  to  the  world-wide  average  price  plus  the  amount  of  the  duties  that  have 
=!en  in  effect.  In  other  words,  it  is  apparent  that  when  our  farmers  have  planted 
ix  they  have  received  the  subsidies  created  by  the  tariffs,  but  it  is  also  apparent  that 
ich  subsidies  have  not  induced  any  regular  development  of  flaxseed  growing  and, 
lerefore,  such  tariffs  act  as  a  subsidy  without  promoting  regular  increase  in  the 
irection  of  our  requirements. 

In  regard  to  the  second  consideration,  we  wish  to  point  out  that  the  question  is  one 
f  protecting  the  American  linseed  oil  crusher  by  a  compensatory  duty  against  foreign 
inseed  oil  that  will  enable  him  to  sell  linseed  oil  made  from  American  flaxseed  in 
he  purchase  price  of  which  is  contained  the  subsidy  paid  to  the  American  flax  grower. 
V'ithout  a  compensatory  diity  on  linseed  oil  the  tariff  on  flaxseed  itself  would  be  inef- 
eclive.  But  the  question  of  maintaining  the  rate  of  duty  on  linseed  oil  at  a  proper 
.'ompensatory  figure  and  not  at  a  rate  that  in  addition  to  the  compensatory  require- 
nent  gives  to  the  linseed,  oil  crusher  a  further  subsidy  of  an  unwarranted  amount  is 
nanifestly  the  important  feature  to  be  regulated  if  justice  is  to  be  accorded  the  Ameri- 
can manufacturers  of  paint  and  varnish  and  the  ultimate  consumer. 

The  United  States  Tariff  Commission  consider  the  average  oil  yield  of  flaxseed 
to  be  18  pounds  per  bushel,  which  yield  appears  to  be  regarded  by  the  linseed  oil 
crushing  industry  as  being  a  fair  figure,  'ihe  problem,  therefore,  is  to  see  that  a 
proper  differential  is  maintained  between  the  rate  of  duty  on  a  bushel  of  flaxseed  as 
converted  to  a  duty  per  gallon  on  the  oil  content  of  each  \)ushel  of  flax  and  the  duty 
on  foreign  linseed  oil. 

ANALYSIS   OP  TARIFFS. 

Tariff  act  of  1913: 

Linseed  oil,  10  cents  per  gallon  equals  24  cents  per  bushel  of  flaxseed. 
Flaxseed,  20  cents  per  gross  bushel  (actual  21  cents  per  bushel). 
Difference,  3  cents  per  bushel. 
House  bill  7456: 

Linseed  oil,  2 J  cents  per  pound  equals  ISJ  cents  per  gallon  equals  45  cents  per 

bushel. 
Flaxseed,  25  cents  per  bushel  less  drawback  (actual  18i  cents  per  bushel). 

Decrease,  2 J  cents  per  bushel,  or  12 J  per  cent. 
Difference,  26i  cents  per  bushel.    Increase,  23  cents  per  bushel,  or  700  per  cent. 
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In  establiahing  the  compensatory  duty  on  linseed  oil  it  should  be  c^*^«- 
the  18  pounds  of  oil  in  a  bushel  of  flaxseed  is  eighteen  fifty-flixtfas  of  th^  v»tr 
bushel  of  flax  and  that  actually  the  duty  on  flax  is  applicable  to  the  oil  cav. 
as  the  substance  or  linseed  cake  that  remains  after  me  oil  is  preased  is  Dfot  4-  .1 
as  there  is  no  dut^*^  on  linseed  cake. 

Owing  to  the  drawback  provision  in  House  bill  7466,  the  net  duty  jmi  '. 
American  linseed  crusher  on  foreign  flaxseed  is  18}  cents  per  bu^el,  mb  tfa^  -int  . 
received  on  linseed  cake  is  equal  to  6}  cents  x>er  bushel  of  foreign  seed,  aad  ^«  •* 
not  only  all  of  the  cake  made  from  foreign  seed  on  which  this  drawback  l«  .^ .  • 
by  the  crusher,  but  we  also  export  a  large  portion  of  the  linseed  cake  whi«*  --■ 
from  the  crushing  of  our  domestic  seed,  on  which  no  drawback  is  paid. 

CRV8HINO  OF  FOREIGN  FLAXSEED. 

In  H.  R.  7456  the  crusher  when  crushing  impK)rted  flaxseed  is  protecte*]  ij-. 
foreign  linseed  oil  to  the  extent  of  the  duty  on  oil  at  18}  cents  per  qJIqq  ▼" 
equal  to  45  cents  per  bushel  of  flaxseed.    The  crusher  pays  a  net  duty  ei  >• 
per  bushel  on  foreign  flaxseed,  and  therefore  is  given  a  subsidy  equal  to  lb«  d"«* 
between  18}  cents  actual  duty  paid  and  45  cents  per  bushel  oil  coDtcnt  tc  :  * 
linseed  oil  or  26}  cents,  wMch  great  difference  as  compared  with  the  cradxt  '.'- 
of  3  cents  per  bushel  in  the  tariff  act  of  1913  represents  an  increase  of  oT«pf  '■ 
cent  as  compared  with  the  decrease  in  the  flaxseed  growera*  protectioo  of  2}  :•:*■ 
bushel,  or  12}  per  cent  decrease. 

It  must  be  clearly  understood  that  in  a  tariff  providing  for  drawbacks  00  b?-?c« 
of  such  commodities  as  flaxseed  wherein  the  drawback  is  paid  iirespectiTe  it  tt  - 
the  by-product  is  similar  to  or  the  same  as  an  article  on  which  there  is  no  dt.r 
the  rate  of  duty  on  the  primary  product  (linseed  oil)  after  deducting  the  •* 
duty  on  the  by-product  is  the  true  rate  at  which  the  domestic  (whoAe^  comff^* 
protected.    In  tne  case  of  flaxseed  this  is  particularly  true,  as  an  amount  <** 
cake  is  exported  which  more  than  exceeds  the  total  quantity  of  linseed  c*k*  •"• 
from  foreign  flaxseed.     In  other  words   American  linseed  crushers  expor*  aJ    ■ 
cake  made  from  the  flaxseed  they  import  and  in  adJition  export  a  large  mrr 
cake  made  from  domestic  flaxseed. 

As  flaxseed  in  this  country  is  practically  all  used  for  its  linseed  oil  rooten*  ' " 
be  borne  in  mind  that  the  rate  of  protection  enjoyed  is  the  net  rate  of  dutj  ;i  - 
the  crusher  on  the  linseed  oil  content  of  the  imported  flaxseed. 

If  the  oil  crusher  can  bring  foreign  flaxseed  into  the  country  by  the  o^/^n''  ' 
drawback  on  the  cake  it  must  be  borne  in  mind  that  the  American  flax  oi»«»^ 
tection  is  not  the  rate  of  duty  specified  on  a  bushel  of  flaxseed  but  is  ih*"  e-'  " 
duty  paid  by  the  crusher  after  recei\ing  his  drawbacks  on  the  cake,  but  at  <"•♦ " 
time  the  crusher  is  protected  in  the  case  of  his  product,  linseed  oil.  to  th*-  "" 
the  duty  specified  on  linseed  oil.  In  K.  R.  7456  the  American  flax  gmmrf  ^ 
protected  to  the  extent  of  18^  rents  per  bushel. 

This  is  clearly  pointed  out  in  the  bnef  of  Spenrer  Kellogg  k  Sons.  linsetH  ni  r  ■ 
of  Buffalo,  N.  Y.,  appearing  on  page  43U7,  in  the  volumes  entitled  'Tariff  Inf  r 
1921.  Hearings  on  General  Tanfi  Revision  before  Committee  on  Ways  an*!  ^^ 
This  brief  iu  the  tables  appearing  in  the  first  paragraph  states  plainly  that  •-- 
Payne-Aldrioh  law  with  its  drawback  provisions  that  with  the  duty  oi  2^  • 
bushel  on  flaxseed  that  the  net  duty  paid  on  a  bushel  of  imported  flaxv*»l « 
18J  cents.     Under  the  Underwood-Simmons  Act  it  is  shown  plainly  tha'  " 
paid  is  21  cents  per  bushel. 

This  shows  conclusively  that  the  American  flax  growers'  protection  i«df^T-:.* 
cents  per  bushel  yet  the  text  of  this  brief  continue^  with  language  inu»ad6i!  *. 
the  thought  that  its  authors  were  proposing  added  protection  for  the*  farmer  ' 
they  actually  propose  a  decrease  in  the  farmer *s  rate  of  protection  as  txintair.i  * 
Underwood -Simmons  act  and  on  linseed  oil  ask  a  duty  of  5  cents  hight*r  th^s  ■- 
tained  in  the  Payne-Aldrich  law. 

It  must  be  emphasized  that  with  linseed  cake  on  the  free  list  the  apphot  1 
tariff  on  flaxseecl  is  only  effective  so  far  as  applied  to  the  oil  cont»»irt  «rf  :*' 
flaxseed,  hence  the  net  duty  paid  by  American  crushers  on  foreign  ttax*--     * 
deducting  drawbacks  on  cake)  is  the  actual  protection  which  the  Am4*rican  "ii^  -' 
has,  and  unless  there  is  no  drawback  on  cake,  as  in  the  case  of  the  Vndonn«l  ^.•- 
law,  the  rate  of  duty  on  flaxseed  does  not  indicate  the  nrotpction  recpi\*^i ' 
American  flax  grower,  who  in  the  actual  analysis  is  the  only  one  for  whom  tl  ■  • ' 
protection  can  be  argued. 

According  to  section  316  of  H.  H.  7456,  drawback  is  allowed  on  linseed  fmb*  'il' ' 
from  the  United  States  that  results  from  the  crushing  of  impK}ft**d  fl»x«-^* 
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oAxx^t.  of  drawback  paid  is  in  accordance  with  the  relative  value  of  the  linseed  cake 
I  the  linseed  oil  at  time  of  separation.  We  assume  ^at  the  rate  of  drawbsurt:  paid 
linseed  cake  which  was  paid  under  the  same  tariff  conditions  in  the  Payne- 
\ricH  Act  as  set  forth  in  the* brief  of  Spencer  Kellogg  &  Sons,  linseed  oil  crushere  of 
tTalo,  N.  Y.,  is  correct,  but  in  accepting  the  figures  suggested  by  those  linseed  oil 
imHotis  who  ask  these  absurd  subsidies  we  are  merely  taking  their  own  figures. 
riiat  such  great  subsidies  should  be  required  is  absurd,  as  the  labor  cost  of  crushinff 
X  .MO€*€i  is  only  a  small  portion  of  the  value  of  the  resulting  products,  linseed  oil  ana 
H«:*ocl  cake,  and  the  total  labor  cost  does  not  exceed  5  per  cent  in  the  operation  of 
i^Hixi^.  We  again  refer  your  committee  to  pan^eraph  4357,  "Tariff  infonmation, 
2 1 ,  Hearings  on  general  traiff  revision  before  the  Committee  on  Ways  and  Means," 
uTein  appears  the  brief  of  Spencer  Kellogg  &  Sons  (Inc.),  of  Buffalo,  N.  Y.,  one  of 
f  \aT^<?»t  crushers  of  flax  seea  in  the  United  States. 

In  tliia  brief  it  is  stated  in  the  third  paragraph  that  the  difference  of  3  cents  per 
iah.ol  in  favor  of  crushing  flaxseed  in  the  United  States  would  not  he  a  serious  matter 
far  ae  the  difference  in  American  and  foreign  labor  costs  are  concerned  but  ''which 
tw?rioiis  because  the  whole  matter  is  one  of  ocean  freight  rates  and  we  are  at  certain 
si^^^stntages  in  that  respect,  which  we  will  attempt  to  show  later  on.'*    C'areful 
caniination  of  this  brief  reveals  no  further  reference  to  the  matter  of  ocean  frei^t 
fes  and  no  information  appeal's  concerning  these  vaguely  mentioned  disadvantages. 
The  linseed-oil  crushers  of  England  and  Holland  must  transport  their  supplies  of 
axseed  from  the  Argentine,  India,  Morocco,  and  in  normal  times  from  Russia,  and 
ley  have  a  market  for  both  the  oil  and  cake  in  close  proximity  to  their  crushing 
tan  to.     However,  these  foreign  crushers  have  no  supply  of  home-grown  flaxseed 
pon  -which  to  operate  and  all  their  supply  is  transported,  hence  in  securing,  their 
ipplies  they  are  hardly  in  as  favorable  position  as  American  crushers  who  have  fac- 
)ries  in  the  centers  of  American  flaxseed  production,  such  as  Minneapolis,  and  who 
Iso  have  factories  at  the  Atlantic  and  Pacific  seaboards  for  crushing  foreign  flaxseed 
'hich  comes  to  these  ports.    The  American  crushers  are  advantageously  located  for  the 
niahingof  domestic  flax.seed  and  the  sale  of  linseed  oil  made  from  domestic  flaxseed 
nd  also  have  cmshing  plants  at  the  seaboards  for  the  crushing  of  foreign  seed  with 
larfre  outlet  for  linseed  oil  in  the  immediate  vcinity  of  these  seaboard  crushing 
danta.     In    the  marketing  of  cake,  however,  the  American  cnisher  is  at  some 
lisad vantage,  as  he  must  ship  his  cake  abroad  to  the  same  foreign  markets  in  which 
he  European  crusher  sells  his  linseed  cake,  and  in  the  case  of  American  crushing 
nill3  inland  freight  must  be  paid  on  the  cake  to  the  Atlantic  seaboard,  and  this  cake, 
IS  well  as  the  cake  from  the  seaboard  plants,  must  be  shipped  across  the  Atlantic, 
tlowever,  by  a  similar  situation,  the  foreign  linseed  crusher,  if  he  desires  to  sell 
>il  in  the  United  States,  must  pay  the  freight  from  Europe  to  the  United  States  on 
hia  oil,  which  is  a  disadvantage  the  foreign  crusher  would  be  under  irrespective  of 
the  further  obstticle  presented  by  our  tariff  at  whatever  rate  it  might  be. 

Beyond  the  actual  duty  required  on  linseed  oil  to  compensate  for  the  duty  of  25 
cents  per  bushel  on  flaxseed  any  further  subsidy  in  the  form  of  a  tariff  favonng  the 
crushing  of  flaxseed  in  the  United  States  should  be  established  with  due  regard  to 
what  is  actually  necessary  to  protect  tlie  American  linseed  crushing  industrjr  without 
making  such  subsidy  excessive  or  beyond  the  bounds  of  reasonable  protection. 

If  the  rate  of  duty  on  flaxseed  in  House  bill  7456  is  adopted  by  your  committee, 
a>nd  if  the  rate  of  duty  on  linseed  oil  of  2i  cents  per  pound  or  18}  cents  per  gallon 
in  House  bill  7456  is  reduced  to  10  cents  per  gallon,  and  the  drawback  provisions 
^re  retained,  this  rate  of  10  cents  per  gallon  would  represent  a  substantial  increase 
m  the  rate  of  subsidy  favoring  the  crushing  of  linseed  oil  in  the  United  States. 

THE   EMERGENCY  TARIFF. 

By  the  emergency  tariff  an  injustice  was  imposed  on  American  linseed  oil  crushers 
by  the  provisions  m  the  measure  increasing  the  duty  on  foreign  flaxseed  from  20 
cents  to  30  cents  per  bushel  or  an  increase  of  50  per  cent  without  making  anv  increase 
in  the  duty  of  10  cents  per  ^Uon  on  imported  liiuseed  oil.  During  the  period  in  which 
this  emergency  tariff  was  in  process  oi  being  made  a  law  and  since  being  passed  it 
has  encouraged  the  importation  of  foreign  linseed  oil  for  sale  to  American  industries 
principally  located  on  the  Atlantic  seaboard,  but  even  under  this  inconsistent  tariff 
on  flaxseed  and  linseed  oil,  little  of  tliis  imported  oil  was  purchased  hy  inland  paint 
and  varnish  manuiacturers  for  the  reason  tnat  the  risk  and  inconvenience  of  enter- 
ing into  foreign  purchase  contracts  as  compared  with  the  more  convenient  and  suit- 
able terms  of  sale  offered  by  American  linseed  oil  crushers  enabled  American  crushepi 
to  continue  the  sale  of  domestic  linseed  oil  at  prices  considerably  higher  than  the 
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price  at  which  foreign  oil  was  offered,  c.  i.  f.  New  York,  showii^  caiKdiM\»4-  -• 
many  advantages  which  the  American  linseed  crusher  has  whidi  sre  eotiRi,  icc 
from  tariffs  or  ocean  freight  rates. 

Those  who  have  sought  such  high  duties  on  linseed  oil  as  contained  io  H.  R  ** 
do  not  appear  to  have  submitted  anything  but  extraneous  statements,  ladacr  " 
pletely  in  any  kind  of  evidence  as  to  their  labor  costs  and  actual  need  lor  pc^  •  -- 
ai  sucn  high  rates,  and  have  made  no  mention  of  the  many  advantage*  ttf\  •-* 
which  serve  as  protection  in  a  very  definite  way  against  foreign  liiu«ed  oil     * 
American  crusher  manufactures  a  uniform  quality  of  oil  and  the  furrhanr^  : « 
considerable  value  on  the  £actor  of  knowing  tne  exact  source  and  qaalit>*  of  <-<:  «- 
they  will  receive  on  their  purchase  contracts.    In  purchasing  forei^  tii»»- 
they  do  not  know  its  soujx;e  of  production,  and  have  not  the  assuranoe  of  erf  i 
quality  which  is  assured  when  purchasing  American  linseed  oil.    The  As  *'-ir 
crusher  manufactures  special  rcnned  and  heavv-bodied  grades  of  lin0e««i    ..*  -  - 
special  purposes,  in  the  manufacture  of  paint  and:  varnish,  which  are  not  chti^zx 
from  foreign  linseed  oil  crushers  in  a  manner  satisfactory  to  American  ueen  «f  r-* 
special  grades. 

Foreign  linseet}  oil  must  be  shipped  in  barrels  which,  after  the  voN'af^  ma*m  *: 
Atlantic^  are  frequently  landed  in  hrA  condition  at  American  ports,  and  zbc<    * 
reconditioned;  and  other  troublesome  features  arise  in  handling  the  foreign  uil.  ** 
the  paint  and  varnish  manufacturers  generally  prefer  to  avoid.    In  facu  the  sob  *   a 
of  these  disadvantages  in  connection  with  importing  foreipin  linseed  oil  a^  nfi:^*- 
with  purchasing  the  domestic  product,  is  actually  of  such  importance  that  lut  irr 
must  generally  sell  at  the  same  American  seaport,  such  as  New  York,  with  thr  •-  - 
paid  at  a  price  fully  10  per  cent  less  than  American  oil  at  the  same  point  of  deb  .-* 
before  American  paint  and  varnish  manufacturers  consider  the  dinerpntial  is  . "- 
between  foreign  and  domestic  oil  as  sufficient  to  compensate  them  for  ihr  di**:  «. 
tages  connected  with  the  purchase  and  use  of  foreign  oil.    Theee  eloment*  iz  >    ' 
of  American  linseed  oil  crushers  are  entirely  apart  from  tariff  considfiati*  n?  a: 
are  to  be  added  elements  of  protection  over  and  above  any  duties  impoivd  nof-T*^ 
linseed  oil. 

It  must  be  apparent  that  the  American  linseed  crusher  has  man^'  advanuc*-  •   - 
the  foreign  crufener  who  is  not  in  a  position  to  distribute  oil  economically  in  xht  *  *. 
States  in  competition  with  the  efficient  facilities  which  the  American  cniahwt'*— '  ■" 
by  way  of  the  strategical  location  of  his  plants,  tank  car  delivery  facilitie*  and  c»- 1  •. 
of  distribution  that  eliminate  waste,  etc. 

As  the  representatives  of  paint  and  Mimish  manufacturers  who  desire  to  V  •'• 
fmished  products  at  prices  that  will  encourage  consumption  and  maintain  :*t  .- 1 
good  healthy  volume  of  business  are  vigorously  opposed  to  the  granting  ot  *«•-  < 
in  the  nature  of  a  tariff  rate  that  is  excessive  and  above  the  requirements  of  :&  r  i  : 
reasonable  protection,  we  urge  that  the  rate  of  duty  of  2 J  cents  per  pound  in   ft  : 
7456)  on  linseed  oil,  cs  compared  with  the  duty  of  25  cents  per  bushel  on  tlav««po   • 
excessive,  and  with  a  duty  at  the  rate  of  10  cents  per  gallon  we  are  confides.-  J- 
American  linseed  oil  crusher  is  amply  protected,  and  we  also  urge  that  the  4ci  ■ 
25  cents  on  flaxseed  amply  protects  the  American  flax  grower. 

There  are  only  16  companies  operating  linseed  crushing  plants  in  the  I'mtcd  >**••■ 
About  75  per  cent  of  the  entire  business  transacted  is  done  by  four  leading  ceaf^  - 
and  we  d&ect  your  special  attention  to  the  fact  that  in  the  statement  sahmitvc  * 
the  committee  on  ways  and  means  no  actual  evidence  was  offered  indicaccv  *^* 
need  of  such  a  high  rate  of  duty  on  linseed  oil  as  was  written  in  (H.  R.  7  VW)  am  •■> 
proposed  duty  of  2i  cents  per  pound  should  be  reduced  to  10  cent«  per  gauoa  •  • 
also  recommend  that  in  establishing  the  rate  of  duty  that  it  l>e  expre«ed  la  ».'  > 
and  not  pounds. 

TlM^t  the  linseed  oil  business  of  the  United  States  is  highly  competitive  i»r:**  * 
to  varied  opinion  owing  to  the  fact  that  75  per  cent  of  the  flaxseed  produced  at  **■-• 
and  imported  is  crushed  by  only  four  large  linseed  oil  crushers  in  the  TnitH  >u'- 
For  the  seven  years  1914-1920  the  combined  production  and  importfttioa  ti  f*'- 
seed  of  domestic  and  imported  varieties  was  25,000,000  btishela  per  y«ar.  i.fiOttLVr:. 
the  narrow  margin  of  competition  in  this  linseed  oil  industry,  it  ia  jic<  diftrJ*  • 
believe  that  the  subsidy  granted  by  the  proposed  tariff  of  18}  cents  per  eaOoQ  Z\  >■-•• 
per  pound)  in  H .  R.  7456  would  be  fully  operative,  and  as  this  rate  ci  duty  qb  h»^« 


per  pound).,. *    .  • 

oil  coupled  with  the  drawback  on  linseed  cake  is  fully  8}  cents  per  gallofi  b  rt  -* 
of  any  logical  or  actual  protection  required  by  American  cruahera,  it  can  becrtaM*- 
that  the  abnormal  subsidy  granted  this  long  and  well  established  indti^  •' 
amount  to  approximately  $5,200,000  on  the  450,000,000  pounds  average  j-eartt  y- 
duction  of  linseed  oil  in  American  mills  at  7 J  pounds  per  gallon. 

That  this  subsidy  would  be  collected  from  Ammcan  conaumen  b  e\idflM  w  •■ 
import  over  50  per  cent  of  our  requirements  of  flaxseed  and  imported  rapplio  »  •* 
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akt.  levels  ma.lsmg  the  importations  possible  at  the  world-wide  price  plus  the  rate 
it.y  in  force,  and  if  the  flaxseed  is  sold  on  this  basis  of  the  duties  being  operative, 
s&f  e  to  assume  that  the  duties  on  linseed  oil  are  operative,  and  that  therefore  over 
a.l>OAre  the  protection  paid  by  American  consumers  of  18)  cents  per  buehel  on 
00,000  bushels  of  our  average  yearly  crop  and  14,000,000  bushels  average  yearly 
orta,  or  a  total  of  25,000.000  bushels,  or  $4,625,000,  must  be  added  the  crushers 
subsidy  on  linseea  oil  of  $5,200,000  or  a  total  of  $9,826,000  in  one  average 


s  f  ux'ther  evidence  of  the  effectiveness  of  the  operation  of  the  subsidy  on  linseed 
LB  tla.&  embers'  petition  that  the  dutv  on  linseed  oil  be  made  25  cents  per  gallon 
<ea.cl  of  18f  cents  per  gallon,  or  in  other  words  this  petition  has  asked  for  nearly 
\Ae  t.be  excessive  subsidy  of  $5,200,000,  or  close  to  $10,000,000.  (See  page  4398 
^riff  information,  1921 — Hearings  on  ^neral  tariff  revision. ") 
'His  amount  of  nearly  $10,000,000  being  over  and  above  a  liberal  amount  of  pro- 
iion  calculated  between  the  stated  rate  of  25  cents  per  bushel  or  actual  rate  of  duty 
L8^  eents  per  bushel  and  our  recommended  rate  of  10  cents  per  gallon  on  linseed 
to  ;protect  the  American  crusher  a^inst  the  admittedly  ''not  serious *'  difference 
tlie  Labor  cost  of  crushing  in  the  Umted  States  and  in  Europe. 
rhat  the  rights  of  American  consumers  and  the  interests  of  hundreds  of  paint  and 
Tiiali,  linoleum^  and  imitation  leather  factories  who  are  anxious  to  supply  their 
>dMeta  to  the  public  at  reasonable  prices  and  maintain  the  largest  possible  volimie 
the  demand  and  consumption  of  their  products  ^ould  be  subordinated  to  a  process 
playing  excessive  subsidies  to  a  few  linseed-oil  factories  who  in  1914  employed  less 
in  1,500  people  is  absurd.  The  subsidy  for  linseed-oil  crushers  proposed  in  H.  R. 
>6  is  equal  to  a  bonus  of  $3,500  per  year  for  every  man  and  woman  employed  in  the 
lustry,  or  probably  more  than  three  times  the  actual  wages  paid  to  them.  That 
e  operators  of  this  industry  should  receive  from  the  American  public  a  subsidy  (over 
d  £Ut>ove  liberal  protection)  equal  to  more  than  three  times  the  yearly  wages  paid  by 
em  to  American  workers  is  absurd. 

11  the  duty  on  flaxseed  in  H.  R.  7456  is  retained  at  25  cents  per  bushel  and  if  the 
awback  provision  covering  exports  of  linseed  oils  is  retained,  no  duty  higher  than 
*  cents  per  sallon  on  liiiseed  oil  can  be  justified.  If  the  drawback  provision  should 
i  elimianted  or  if  by  increasing  tiie  duty  on  flaxseed  the  net  rate  of^duty  on  foreign 
ixaeed  should  be  established  at  25  cents  per  bushel,  then  the  duty  on  linseed  oil 
lould  not  exceed  12  cents  per  gallon. 
Respectfully  submitted. 

Bureau  of  Raw  Materials  for  American 
Vegetable  Fats  and  Oils  Industries. 

STATEMENT  OF  MB.  GILBERT  COLGATE. 

Mr.  Colgate.  I  am  president  of  Colgate  &  Co.,  of  Jersey  City, 
*f .  J.,  and  live  in  New  York  City. 

In  regard  to  our  reply  to  the  tariff  which  you  think  of  putting  on 
'hese  vegetable  oils,  we  think  just  as  Mr.  Eckman  and  Mr.  Brown 
iv^ho  last  spoke.  We  are  all  in  the  same  category.  When  you  ask 
questions  we  will  all  answer  the  same,  because  we  all  feel  the  same. 
We  do  a  large  laundry  soap  business,  known  as  the  Octagon  Soap 
Brand.  In  the  South  we  do  a  large  business,  and  we  feel  very  keenly 
the  tariff  on  these  vegetable  oils.  We  think  it  is  hard  enough  for  a 
soapmaker  to  live  anyway,  and  if  he  has  to  live  he  ought  to  have  free 
access  to  raw  materials,  and  when  you  tax  the  raw  materials,  you  run 
the  price  up.  That  works  a  hardfship  on  the  poor  man  who  needs 
soap  to  clean  himself.  Under  the  income  tax  census  of  1914,  I  think 
I  am  correct  in  sajdng  that  90  per  cent  of  those  returning  incomes  for 
taxation  were  receiving  incomes  of  $1,000  or  less.  I  thmk  those  are 
the  figures.  They  do  not  use  anything  but  the  common  laundry 
soap.  If  they  have  to  pay  1  cent  more  for  it,  it  amounts  to  a  good 
deal  for  them.  If  you  put  a  1-cent  duty  on  the  raw  material,  it  will 
coat  them  at  least  20  cents  per  box  more. 
Senator  McLean.  How  many  cakes  in  a  box  i 
Mr.  Colgate.  About  60  pounds  to  the  box. 


zx:  ■ 
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Senator  Rsbd^.  What  would  be  ihe  tariff  yoa  would  paT 
60-pound  box  ? 

Mr.  Co]LQAT£.  I  could  i^ot  tell  you  that.     I  am  not  up  ac  :zj 
maaufacturijig  of  common  soap.     I  am  willing  to  answer 
tion  I  can  answer. 

Mt.  Eckman.  Fifty  to  sixty  cents. 

Senator.  E.,e;£I).  Hpw  much  would  it  cost  the  conaumer  a 

'bb.  Coif  GATE.  One  cent  a  caJke  more. 

Senator  Bbed.  You  say  60  cents  a  box  ? 

Mr.  Eckman.  Of  100  cakes. 

Senator  Reed.  And  yoU;  would  sell  th^  box  for  one  or  two  duller 
more  ? 

Mr.  Eckman.  The -ultimate  consumer  would*  probably  p^  \  rwz 
per  cake  more. 

Mr.  Colgate.  Something  on  that  order,     I.  haye  not  figuiMl  it  -* 

Senator  Reed.  Would  it  be  1  or  2  cents  more  1 

Mr.  Eckman.  It  is  about  2  cents. 

Mr.  Colgate.  I  don't  think  I  can  furnish  you  with  all  those  fi 

Senator  McCib^ek.  I  xyould  like  to  make  a  suggestion  with 
ence  to  the  fiye  witnesses  who  follow.     We  have  fUTMdy  had  not  >& 
than  10  witnesses  on  paragraph  50,  and  we  are  going  to  aak  tot 
you  can  to  select  some  one  man  after  Mr.  Colgate  getB  througfi  wr 
can  take  the  place  of  the  other  fiye  and  complete  their  iestim'  c. 
to-night. 

Mr.  Colgate.  I  know  your  time  is  short,  and  I  should  slop  ncm 
as  I  am  just  repeating  what  has  been  stated  before. 

Mr.  Brown.  Ther^  has  been  some  eyidence  offered  here  that  ^ 
want  to  rebut,  and  we  can  shorten  it  up  to  the  extttit  of  about  xkatr 
witnesses.     There  has  been  some  yery  glarmg  false  testimooT  gn^ 
in  connection  with  this  industry. 

Senator  McCumber.  Try  ana  get  your  three  witnesses  to  make  i:  i- 
short  as  possible. 

Mr.  Colgate.  I  haye  finished.     We  want  to  make  our  protest. 

Senator  RpsD.  I  suggest  that  if  Mr.  Brown  will  read  the  teslim-.o: 
that  has  been  given  he  could  coyer  those  points  yery  ea^v,  *?  V" 
Colgate  did;  a^^d  saye  that  much  time.  Tnen  he  could  ta£e  up  ti: 
new  matter  he  wanted  to  put  in. 

Senator  McLean.  Confine  yourself  to  the  points  you  want  * 
controvert. 

TjESmtDHT  OF  F.  V.  BAJtISS. 

Mz\  Barnes.  I  rep;resent  Procter  &  Gamble  Co.,  of  Cincinnau 
am  intere^t^  in, paragraph  50^  covering  vegetahLe  oil,  niore  paru 
ularly  coconut  oil.     I  can  say  just  briefly  tnat  I  agree  witit  ^ttI} 
thing  Mr.  Colgate  and  M?.  Eckman  have  said  in  repaid  to  the  olumi:« 
effect  of  the  present  or  proposed  duty  on  vegetaole  oils  aa  aff«cuc^ 
the  price  to  the  ultimate  consumer. of  conmion  soap. 

Senator  McI^ean.  We  will  take  that  for  grantea.  Is  thai  all  v.<. 
have  to  say  ? 

Mr.  Barnes.  I  want  to  speak  on  the  matter  of  coconut  oU  ^' 
copra.  Our  company  is  very  largely  interested  in  all  thoae  inatttf> 
We  are  crushei*s  of  copra  in  the  Umted  States,  and  are  alao  cnia£k^^ 
of  cotton  seed  in  the  oouth.  We  are  also  importing  all  of  thaae  v-> 
and  we  are  exporting  all  of  these  oils  to  Europe. 


^ii.&t;or  HsfioD.  To  tvfaat  extenrt  doydU'eKpo]!>t  oils? 

S&r.  ^SioiHss.  We<etflpoitt  ooconu^'oiVcottonseed'oil,  peamtt  oil,  and 

^xnes  807&-b0BnH)il. 

3ezi4&t^ca:  Bketbd.  Could  yon  give  nis^  in  the  aggregate,  what  it 

loimts  to? 

lefi*.  'BARNfia.  Of  oottonseed  oil  we  exported  about  one-^sixth  of  the 

i  t>lickt;  was>exported  this  year. 

Senactdr  Seed.  How  iBuch  would  ihat  be  ? 

Mr-  Sahnbs.  Approximately  100,000  barrek. 

Senator  Walsh.  -Of  what  value  ? 

Mr.  *Ba'RI9E8.  Approximately  $30  per  barrel — about  $3,000,000. 

Senator  Rued.  Tiiat  is  cottonseea  oil  ? 

Mr.  Bavkies.  Yes,  sir. 

Senator  Rekd.  And  what  was  the  other  item  i 

Mr.    Baknbs.  I  would  say  lihe  total  export  was  around  25;000 

orrels  of  the  other  oils,  and  the  value  would  be  approximately  the 

ame.      Some  of  them  were  cheaper  and  some  were  dearer. 
Senator  McLean.  Then  you  disagree  with  some  things  that  have 

leen  said  here  by  some  witnesses  ? 
Senator  Reed.  Just  one  question, .  if  you  will  permit  me.     I  am 

nterested  in  this. 
Are  you  producing  about  one-sixth  of  the  oils  ? 
Mr.  Barnes.  We  exported  about  one-sixth. 
Senator  Riebei).  You  exported  about  one-sixth  ? 
Mr.  Barnes.  Yes,  sir. 

SeoEiator  itsosD.  There  was  exported  from  this  country,  how  m^oh  ? 
Mr.  Barnes.  If  yon  will  permit  me  to  elaborate  a  little,  there  was 

sold  between  August  15  mma  May  27,  at  the  time  the  emergency  tariff 

went  into  effect,  approximately  700,000  barrels  of  cottonseed  oil, 

probably  750fiOQ  barrels.    We  do  not  have  the  June  figures.    That 

represented  about  25  per  cent  of  the  total  production  of  the  South. 

Oi  that  amount  practicalljr  every  barrel  was  sold  prior  to  the  time 

the  emergency  tariff  went  into  effect.     As  far  as  our  own  company 

is  concerned,  we  have  soldrost  200  barrels  of  oil  since  the  emetgaacy 

tariff  went  into  effect.     We  have  made  some  shipments  cfn.  sales 

made  porior  to  that  time. 

Senator  WAiiSfl.  Do  you  attribute  that  situation  to  the  emergency 
tariff? 

Mr.  BASinss.  I  attribute  it  entirely  to  the  emergency  tariff.     It 
was  a  reverse  proposition,  as  has  been  explained  here. 

At  the  saftne  time  the  exports  of  soya-bean  oil  from  Manohuria  was 
about  7,000  tons  in  January  and  jumped  to  14,000  tons  in  June  to 
Europe.  The  people  over  there  are  pOTfectly  satisfied  to  use  that 
low-p'ade  oil.  We  have  never  been  able  to  handle  those  oils  here  to 
any  advantage,  and  nerver  looked  upon  soya-bean  oil  as  an  edible  oil. 
In  the  same  manner  tkey  have  been  in  a  position  to  draw  'their 
supplies  of  copra  from  the  islands  of  the  Pacific  without  competition 
except  from  the  Philippines.  Thirty-five  per  cent  of  the  ooconut 
oil  brought  into  this  cotoitry  prior  to  the  emergency  tariff  came  from 
the  islands  of  tiie  Bacific  and  the  other  65  per  cent  came  from  the 
PhdippiBes.  So  those  markets  were  turned  over  to  Europe  without 
competition. 

We  had  several  men  in  the  Orient  and  brought  them  home.     They 
&Te  in  Cincinnati  now.     At  the  time  this  emergency  tariff  went  into 
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effect  we  were  ready  to  spend  $300,000  and  had  bought 
ery  to  equip  an  accumulating  station  in  the  Orient,  but  pnrurx 
without  any  notice  this  tarin  was  put  into  effect  and  it  lat  m  > 
part  of  our  equipment  on  the  Pacific  coast,  and  we  have  an  mr.* 
ment  on  the  coast  to-day  lying  there  idle. 

On  the  crushing  of  copra  m  the  United  States,  certain  oW^-- 
came  before  you  and  asked  for  protection.     I   think    Ihej  c- 
represent  practically  the  minority,  so  far  as  the  crushing  at  copn  . 
the  United  States  is  concerned.     I  think  we  have  the  lar]g«t  tTHs- 
ing  plant  in  the  United  States,  and  we  do  not  feel  that  we  neei:  &: 
protection.     We  feel  that  we  have,  as  far  as  the  cnishins  is  concrrt  - 
a  distinct  advantage.     In  the  first  place,  as  far  as  the  Philip^K:  - 
are  concerned,  there  is  no  market  for  copra  cake,  and  out  of  rt-* 
ton  of  the  dried  copra  there  is  a  product  of  650  pounds  of  that  r^M,- 
For  a  long  while  it  was  used  as  fuel,  and  they  attempted  to  tir-.  l 
market  in  the  Orient,  in  Japan,  for  it,  and  also  shipping*  it  r-  'ji- 
United  States. 

Senator  Reed.  For  fuel  ? 

Mr.  Barnes.  For  feed,  and  in  the  Orient  for  fertihzer.     Natori. 
the  market  is  very  depressed.     On  the  other  hand,  so  far  a^  ' 
crusher  of  this  country  is  concerned,  he  has  a  ready  market  f<^  '  • 
cake. 

Senator  Reed.  Is  it  used  for  feed  here  i 

Mr.  Barnes.  Cattle  feed.     In  addition  to  that,  we  feel  that  •  -' 
methods  of  operation  are  very  much  better.    So  that  as  far  i- 
crushing  copra  in  the  United  States  is  concerned,  as  agaiwt  ** 
importation  of  cocoanut  oil,  we  see  no  real^n  why  a  duty  shiMiU  '* 
imposed  on  cocoanut  oil  to  protect  the  American  cniaher'of  copn 

Senator  Walsh.  The  labor  item  is  very  small. 

Mr.  Barnes.  It  is  from  6  to  8  per  cent;  that  is  very  smalL 

Senator  Reed.  The  total  labor? 

Mr.  Barnes.  Yes;  the  total  labor. 

I  would  also  hke  to  correct  the  impression  made  on  the  commitifr '  • 
one  of  the  gentlemen  who  spoke.  He  made  the  statement  tlut  :- 
wanted  to  protect  the  American  producers  of  lard  by  haviiif:  '- 
lard  consumed  at  home.  The  greatest  consumers  of  lard  aubstituv- 
in  the  United  States  to-day  are  on  the  farm.  We  look  upon  thf  N' - 
of  Iowa  as  the  greatest  consumer  of  lard  substitutes,  and  thf  stpi* 
Southwest  which  is  a  cattle  countrv  and  produces  cattle  is  1 1*^^ 
consumer.  Why  ?  Because  it  is  to  their  advantage  to  get  the  chrApr: 
articles,  and  take  their  toll  on  their  own  production.  That  b  ir^ 
right  straight  through  the  agricultural  districts.  We  sell  less  J  '^ 
lard  substitutes  in  the  large,  congested  cities  than  we  do  m  ^^ 
country  districts.  That  holds  true  pretty  well  in  Europe.  *^-* 
American  farmer  is  only  following  the  lead  of  the  farmer  in  Eur  *^ 
becaiise  a  good  many  of  them  have  settled  through  the  Wc»t  &£- 
know  the  advantage  of  using  these  substitutes. 

In  speaking  of  the  butter  proposition,  what  the  gentlemAD  dki  -* 
enlighten  the  committee  on,  was  the  fact  that  during  the  war  bo*^' 
went  up  to  extreme  prices  of  75  and  85  cents  per  po\md  in  iht  citir 
The  reason  for  that  was  that  milk  was  diverted  from  the  creaivi? ' 
the  condenser  and  went  to  Europe  in  the  shape  of  condensed  s^'-* 
If  you  refer  to  your  statistics  which  you  have  before  you.  too  »'  • 
find  that  our  exports  of  condensed  milk  jumped  to  tnoiei^'^'' 
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which  carried  the  price  of  butter  to  a  high  level,  resulting  in 
e^  doTelopment  of  the  so-called  nut  butter.  The  demand  in  Europe 
1  ofF  again  for  their  own  production  of  milk  and  the  price  of  butter 
txxt,  down.  At  the  same  time  it  carried  with  it  the  price  of  these 
it  butters  with  the  result  that  when  butter  reached  the  low  point 
some  of  our  large  cities  of  30  cents  per  p6und  the  nut-butter 
isiriess  absolutely  collapsed  and  the  production  to-day  is  less  than 
)  per-  cent  of  what  it  was  at  the  peak. 

^ot>  only  that,  but  to  show  that  the  people  of  the  United  States 
"e  somewhat  discriminating  in  their  tastes,  when  butter  gets  cheap 
ley  leave  these  so-called  nut  butters  and  margarine  and  go  back  to 
igiilar  butter.  When  butter  starts  to  go  up,  notwithstanding  the 
tot/  that  nut  butters  are  going  down,  they  still  remain  with  the 
E»,p^iilar  butter.  Butter  has  advanced  from  30  to  50  cents,  while 
lit  V>utters  have  gone  down  in  the  same  amount,  but  it  has  not 
xcilitated  the  business.  A  number  of  nut-butter  manufacturers 
Lave  already  failed,  and  the  whole  industry  is  in  a  precarious  con- 
lition,  due  to  the  absolute  collapse  of  the  consumption  of  nut  butters. 

Grentlemen,  on  this  whole  proposition,  as  has  oeen  pointed  out  to 
rou,  I  want  to  say  that  I  have  personally  spent  20  years  in  a  search 
>f  the  world's  markets  for  oils  for  the  soap  kiln,  and  have  failed. 
We  have  brought  oils  into  the  soap  kiln,  and  they  have  been  taken 
Mit  through  dire  necessity,  from  an  edible  standpoint,  and  we  are 
spending  a  good  deal  of  money,  both  from  a  chemical  standpoint  as 
well  as  a  development  standpoint,  in  trying  to  secure  the  necessary 
noiaterials  to  feea  not  only  the  soap  kiln,  but  through  the  soap  kiln 
benefit  the  pubhc  at  large. 

I  have  a  brief  I  would  like  to  submit. 

Senator  McLean.  Very  well.     It  will  be  printed. 

(The  brief  referred  to  is  here  printed  in  full,  as  follows:) 

Brief  op  the  Bureau  of  Raw  Materials  for  American  Vegetable  Oils  and 

Fats  Industries  on  Coconut  Oil. 

[Paragraph  50,  schedule  1.] 

A  prohibitive  duty  of  2  centa  per  pound  is  proposed  in  the  Fordney  measure  upon 
all  coconut  oil  except  that  originating  in  the  Philippines.  One-half  to  two-thirds 
of  the  importations  of  coconut  oil  are  used  by  soap  manufacturers.  The  great  bulk 
of  the  coconut  oil  used  in  soap  making  goes  into  laundry  soaps,  a  lesser  quantity 
into  toilet  soaps,  and  the  balance  into  cosmetics  and  emulsions. 

Inasmuch  as  the  importations  of  coconut  oil  from  the  Philippines  can  not  be  made 
dutiable,  the  proposed  levy  of  2  cents  per  pound  on  coconut  oil  from  other  islands 
of  the  Pacific  and  from  other  parts  of  tiie  Tropics  would  be  ineffective  and  would 
produce  no  revenue.  This  because  the  importations  of  coconut  oil  from  other  sources 
of  origin  would  be  automatically  shut  out  by  the  action  of  the  duty.  Simultaneously 
the  price  of  the  Philippine  coconut  oil  would  be  increased  in  direct  proportion  to  the 
amount  of  coconut  oil  from  other  portions  of  the  world  which  would  be  shut  out  by 
the  proposed  duty.  This  would  inevitably  increase  the  price  of  soap  and  other 
products  in  which  coconut  oil  is  used.  We  have  already  called  the  attention  of  the 
committee  in  our  brief  on  soya-bean  oil  to  the  fact  that  an  increase  of  2  cents  per 
pound  in  the  price  of  any  of  the  oils  used  in  the  manufacture  of  soap  would  increase 
the  cost  to  the  consumer  of  soap  one-half  cent  for  each  cake  of  ordinary  laundr>'  soap 
made  therefrom. 

With  the  development  of  foreign  oil  seeds,  the  cnishing  of  same,  and  the  importation 
of  these  foreign  oils,  the  soap  maker  has  been  enabled  to  keep  the  price  of  soap  on  a 
low  basis  to  the  households  of  the  land.  Were  he  obliged  to  depend  upon  such  oils  as 
cottonseed  oil,  which  is  primarily  a  nedible  oil,  the  price  of  soap  would  have  ranged 
much  higher  as  edible  oils  naturally  demand  higher  prices  than  the  inedible.  Ha\ing 
the  ability  under  previous  tariff  acts,  however,  to  select  his  raw  materials  from  the 
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stocks  of  the  world  at  large  the  soap  maker  has  been  enabled  as  rapidh-  a  

or  animal  oil  was  elevated  to  a  more  exalted  position  than  purmy  a  aoap  ^  to  '2.^^ 
another  from  the  available  number  and  thus  hold  the  price  of  his  soap  to  the  rtmr  jl 
at  the  point  where  low  cost  remained  a  chief  virtue.    To  limit  the  list  of  azucA  ^• 
vegetable  oils  from  which  the  soap  maker  can  choose  by  the  addition  of  d  re-  v 
beyond  doubt  increase  the  price  of  soap. 

The  cost  of  raw  materials  entering  into  the  production  ol  soap  is  a  much  mr*  i 
poitant  item  than  the  cost  of  labor,  which  to  a  laige  extent  is  unskiUed.     Aivi^ 
to  the  latest  data  available  from  the  Bureau  of  Census,  the  establishments  encA.- 
the  manufacture  of  soap  paid  during  the  year  1914  the  sum  of  $88,866,786  ftv  tl-  % 
materials  which  entered  into  the  manufacture  of  soap,  while  they  paid  for  bock  «-' 
and  wages  the  sum  of  $14,779,629,  or  a  basis  of  6  to  1. 

The  soap  industry  in  the  United  States  has  been  built  up  reiving  upon  tr»^  *i- 
materials.    These  materials  have  been  on  the  free  list  and  are  re^errra  to  in  asj  '-r- 
relative  to  the  free  list,  the  principal  items  being  coconut  oO,  copra,  pafan  ctl  7a.  - 
kernel  oil,  sova-bean  oil,  peanut  oil^  olive  oil  Uor  mannfiftctoring  pnrpoMfi  r* 
carbonate  ana  hydrate  ol  potash,  sihcates  of  soda,  soda  ash,  causttic  soda,  tmrtt^ 
oils,  tallow,  grease.    These  must  necessaril>[  remain  on  the  free  hst  if  soap  nufi.' 
turers  of  the  United  States  are  goin^  to  maintain  their  position  in  this  C0a&tn  :.- 
abroad,  and  it  is  only  on  this  condition  that  we  are  recommending  that  no  ex<  *^  ' 
duty,  but  a  reasonable  duty,  be  maintained  on  the  imported  common  soaps 

Tariff  revision  is  not  designed,  as  we  understand  it,  to  increase  the  cobK  't  - 
everyday  essentials  of  life  such  as  soaps.    To  demonstrate  that  we  are  ab«..v 
sincere,  we  will  state  that  we  would  rather  see  the  present  duty  of  5  per  cent  on  ^'C- 
soap,  schedule  A,  paragraph  66,  maintained  witn  no  revision  upward  than  hs^*  . 
advance  which  mignt  carry  with  it  a  tariff  on  the  basic  nnrmatenais  which  oitv^  ■ 
into  laundry  soap  manufacture  with  its  consequent  and  inevitaJ^le  bonlra    *  •' 
increased  pnce  of  laundry  soap  to  the  consumer.    We  will  go  even  further  aai  -ca 
that  rather  than  have  a  duty  placed  upon  the  basic  raw  materials  of  Iaundr>  «ii^ 
would  sacrifice  if  necessary  aDsolulely  any  and  all  duties  as  convej'ed  00*  »^ncr 
soap  in  schedule  A,  paragraph  66,  of  the  Underwood  tariff. 

The  present  soap  businesses  of  the  United  States  have  been  built  up  qb  face  *t%^:- 
oil  and  other  duty-free  vegetable  oils.    The  contribution  of  the  soap  indutfrr  v  *. 
people  of  the  United  States  has  always  been  the  maintenance  of  a  low  ptice  ia  •  ^b  x 
soap.    This  has  been  possible  largely  through  the  development  01  new  s««it**» 
animal  and  vegetable  oils  in  foreign  countries,  and  the  soap  industry  is  to-day .  . . 
farther  afield  for  such  raw  materials  than  ever  before,  necessitating  trcmcBdcc«  *:- 
in  connection  with  the  fluctuating  raw  material  vsdues,  all  in  order  to  oontinv  .* 
viding  suitable  raw  materials  ana  the  maintenance  of  a  low  price  on  laandT7  ^  -. 
to  the  consumer. 

COCONUT  OIL  MAINLY  A   SOAP  OIL. 

The  production  and  importation  of  coconut  oil  into  the  United  States  have  ini  ?•» 
from  year  to  year  until  from  a  combined  total  production  and  importation  of  95  HX  •  - 
pounds  in  1914  the  similar  total  in  1920  was  336,677,000  pounds.    The  Ul^  * 
table  reveals  the  yearly  producticm,  consumption,  imports  and  exports,  and  sr^.* 
price  per  100  pounds  prevailing  for  coconut  oil  from  1914  to  1920,  incluave. 

Table  1. — Coconut  oil. 


Calendar  years. 


1914 
1915 
1916 
1917 
1918 
1919 
1920 


Domestic 

Consump- 

production 

tion  of 

from 

domestic  and 

imported 

imported 

oopra. 
37,311,000 

oUs. 

86,155,000 

44,074,000 

101,036,000 

103,3S1,000 

1^192,000 

163,326,000 

315,963,000 

219,931,000 

421,507.000 

215,746,000 

434,804,000 

131,439,000 

d37,9O4»000 

Imparts.     I     Exports        ^ 


58,012.435  ' 

an  Ml 

r» 

68,166,000 

sni«a» 

k  . 

64, 34%  000. 

4^KaaD 

. 

163,091,000  . 

1,10^000 

356,0801000. 

"  • 

281,063,000 

iM,ssxm» 

H! 

215^238^000 

as  sat  gap 

L* 

In  the  above  table,  to  obtain  the  total  amount  of  coconut  oil  awilablf  ^f  '" 
sumption,  it  is  necessary  to  add  the  production  columns  and  the  import  n*hr* 
We  will,  at  a  point  further  along  in  our  brief,  call  attention  to  the  hea>-T  vtJls* 
exports  of  Coconut  oil  from  the  United  States  during  the  year  IWO.  one  ol  th^  ^'*" 
of  neavy  imports  and  production. 
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'o  elLcrw  tbe  conmimption  of  cooonut  oil  by  iiidwBtrieB  we  give  the  following  table: 

Table  2. — Consumption  of  coconut  ail  6y  indtutries. 


Yean. 


ip  industry, 
rnrine  iadc 
rd»^s\i.t»stitute  iiiclustry . 


Lne  xadnstry. 
Lt»stitute  iadi 
oilier  industries. 

Xotal. 


Wt2 


Pounds. 
78,816.000 
293,000 


79,100,000 


lfl4 


Pounds. 
77:989,000 
112,000 


8,084,000 


86,155,000 


ime 


Pownds. 
111,084,000 
563,000 


42,545,000 


IM.7 


Pounds. 

106,602,000 

19,763,000 

5,545,000 

122,053,000 


1018 


Pounds. 

280,000,000 
61,773,000 
13,408,000 

116,416,000 


154,192,000 


315,963,000 


421,507,000 


1 1  Mrill  be  noted  from  this  table,  as  indicated  by  out  subhead,  lAiat  coconvt  oil  is 
a.inly  a  soap  oil.    Out  of  the  total  domestic  production' and  the  total  importations 

cocbniit  oil  of  95,323,425  pounds  in  1914,  as  shown  in  Table  1,  77,959,000  pounds 
ont  into  the  soap  kettle.  Tnis  amount  increaeed  from  year  to  year  until  1918,  the  1  ast 
ear  of  recorded  consumption,  when  290,000,600  pounds  of  coconut  oil  went  into  tihe 
>ap  kettle.  The  total  consumption  of  coconut  oil  by  all  American  industries  in  the 
ear  1918  was  421,597,000  pounds.  It  can  be  seen,  therefore,  that  considerably  more 
lian  one-half  of  all  the  coconut  oil  consumed  in  the  United  States  in  the  year  1916, 
^e  last  year  of  recorded  consumption,  went  into  the  soap  kettle. 

In  Table  7  of  our  brief  on  soya-bean  oil  are  shown  the  <)uantities  of  all  oils  and  fats 
onsumed  by  the  soap  industry.  It  will  be  noted  therefrom  that  the  vegetable  oils 
f  which  any  considerable  volume  is  used  in  the  making  of  soap,  besides  cooonut  oil, 
fere  cottonseed  oil,  of  which  150,000,000  pounds  was  used  in  the  soap  kettle,  and 
loya-bean  oil,  of  which  120,000,000  pounds  found  like  usf^e,  which  demonstrates 
hat  coconut  oil  is  the  most  important  of  all  the  vegetable  ous  used  in  the  manufac- 
ure  of  soap. 

To  further  reveal  the  importance  of  coconut  oil  to  the  soap-making  industry,  we 
rive  herewith  table  from  Tariff  Commission  Survey  on  Vegetable  Oils,  showing  the 
relative  consumption  of  all  vegetable  and  animal  oils  ana  fats  and  derivatives  by 
the  soap  industry; 

Table  3. — Ratio  of  vegetable  oils  to  total  fats  consumed  by  the  soap  industry. 


Products  consumed. 

1912 

1914 

1916 

1917 

Vegetabler 

Chinese  veKetable  tallow 

Per  cent. 

0.3 

10.0 

1.3 

17.0 

.1 

.1 

1.0 

3.0 

Percent. 

0.3 

S.3 

1.2 

12.5 

.1 

.1 

7.7 

3.3 

Per  cent. 

0.4 

9.8 

LI 

17.5 

.1 

.1 

1.3 

.  3 

.1 

.6 

Percent. 
0.5 

Coconut  oil. 

12.6 

Com  oil 

1.2 

Cottonseed  oil 

9.4 

Linseed  oil 

.1 

Olive  (hJ 

.1 

Palm  oil 

2.0 

Palm-keruel  oil 

.3 

Peanut  oil 

1.2 

Raoeseed  oil 

.8 
.1 

.7 

,4 

Sesame  oil. 

Hhea-nut  oil 

.1 

5.0 

.6 

.2 

Soya-bean  oil 

.i 

1.2 

.5 
.7 

9.3 

Miscellaneous  oils '. 

.8 

Total 

35.0 
41.7 
23.3 

So.  8 
40.6 
23.6 

37.2 
41.0 
21.8 

38.1 

Animal  and  flsh  oils 

40.5 

Deri  vati  ves 

21.4 

Grand  total 

100.0 

100.0 

100.0 

100.0 

Coconut  oil  becomes  such  a  ^reat  essential  in  American  soap  manufacture  because 
over  considerable  areas  of  the  t  nited  States  hard  water  is  used,  and  only  the  superior 
lather  producing  qualities  of  coconut  oil  and  palm-kernel  oil  will  furnish  a  soap  of 
proper  cleansing  properties  for  use  with  this  water.  This  is  equally  true  where  salt 
water  is  used,  and  also  on  all  seagoing  vessels,  when  soap  made  irom  these  oils  is 
indispensable.  « 

Tlie  Tariff  Commission  states  in  its  report  on  animal  and  vegetable  oils  and  fats, 
page  67,  Survey  of  the  American  Coconut  I^oducts  Industry:  "The  moat  important 
nae  of  coconut  oil  is  in  the  soap  industry,  especially  in  'cold  process'  soap  making." 
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Coconut  oil,  while  mainly  a  soap  oil,  is  also  an  edible  oil.    We  have  «fci*«i 
was  in  the  earlier  years  of  its  proauction  and  importation  primarily  a  svjaf  * : 
fact  that  the  edible  oil  industry  has  to  some  extent  begun  in  rec^t  y^r*  t  •  r 
extended  use  of  coconut  oil,  thus  increasing  the  cost  of  this  oil  to  tl  e  s«  aj  i.** 
renders  all  the  more  vital  the  necessity  of  this  oil  being  duty  free,  becmttfe  viu  * 
already  advanced  through  the  fillineof  the  requirements  of  the  edible  mI  l:  * 
the  addition  of  a  duty  on  a  portion  ofthe  available  supply  would  force  tl^^ «««:  ' 
to  pay  a  price  which  would  make  it  impossible  for  nim*  to  furnish  a  c-akf  •  *  • 
the  present  superior  quality  at  the  present  level  of  prices. 

COCONUT  OIL  NOT  COMPETITIVE  WrfH  NATIVE  VEGBT.\BLE   OIL8,   »VVH  A*    i«TT    ■• 

OIL. 

Coconut  oil  competes  with  no  native  vegetable  oils  in  any  ferioues  feitfe     T*  - 
oil  of  domestic  production  with  which  imported  coconut  oil  c^ompetes  b  *-«■- 
produced  from  imported  copra. 

Cottonseed  oil,  as  we  have  previously  emphasized,  is  primarily  an  edibW  a. 
annual  production  of  cottonseed  oil  will  range  in  the  vicinity  of  1.500,01)0. oii)  >  .- 
of  which  over  1,000«000,000  pounds  is  consumed  in  lard  substitute.    Sinrr  Uri  - 
stitute  is  by  far  and  lai^e  the  most  important  edible  product  made  iram  Trt«-« 
oils  and  inasmuch  as  the  most  important  usuage  for  cotton  oil  is  in  lard  mitx:* 
any  statement  as  to  whether  or  not  cottonseed  oil  is  competed  with  by  other  ▼•y^  '• 
oils  has  only  to  be  illumined  by  the  consumption  figures  of  all  vegetable  aD*i  j. 
oils  and  fats  by  the  lard  substitute  industry  which  are  given  below  for  the  >*«.- 
the  last  year  of  recorded  consumption. 

Table  4. — Ratio  of  vegetable  oils  to  total  fats  and  oils  consumed  in  Uu  lard  f^*- 

industry. 


Products  consumed  .1 

191S 

Products  consiimed  J 

Vegetable: 

Cottonseed  oil 

83.0 
1.1 

.2 
2.3 
4.7 
1.2 

.5 

Animal: 

Pork  fat  and  lard 

Coconut  oil 

Stearin 

Com  oil 

Tallow,  edible 

Peanut  (rfl 

Hvdroeenated  oil 

Soya-bean  oU 

Stearin 

Total 

Misrellaneffus  oils ...  .  , 

A  Based  on  Bulletin  No.  769  and  supplement,  U.  S.  Department  of  Agriailture. 

The  above  table  shows  that  83  per  cent  of  all  the  vegetable  oils  U€ed  in  Ivd  •>•  - 
tute  was  cottonseed  oil  and  that  only  1.1  per  cent  was  coconut  oil. 

During  the  years  of  1918  and  1919  when  oleo  oil,  which  normally  coiwtirat**  ^ 
40  to  50  per  cent  of  the  fats  and  oib  used  in  oleomargariji.  and  neutral  lard  «' 
normally  constitutes  20  to  22  per  cent  of  Uie  fats  and  oils  used  in  oleomargana  '*"'^ 
very  high  in  price,  considerable  coconut  oil  was  Ufed  in  oleomaigarin.    T^i*  *  ' 
ever,  was  not  so  much  due  to  substitution  of  coconut  oil  for  cotton  oil  as  it  va- ' 
enforced  change  from  the  animal  to  vegetable  oleomargarin  due  to  the  trrD^' 
prices  obtainable  for  export  for  the  animal  oils  and  fats  which  went  into  anicA 
margarin.    Under   these    conditions   61,773,000  pounds  of  coconut  oil  ««-' 
oleomaigarin  in  the  year  1918,  the  last  year  of  recorded  consumption,  as  c<m\sr'' 
36,454,000  pounds  of  cottonseed  oil.    That  there  was  tome  abnornutl  coDdititv  ^' 
sible  could  be  inferred  by  the  fact  that  in  the  year  previous,  1917.  lew  than  ^t^ ' 
as  much  coconut  oil  was  used  in  the  manufacture  of  oleomargarin  or  only  !.« *'*  " 
pounds.    Also  it  should  be  noted  that  in  the  year  1917,  63,652.000  pound*  ot  •'' 
seed  oil  was  used  in  the  manufacture  of  oleomaigarin,  or -more  than  thref  tJi-^  - 
much  cottonseed  oil  as  coconut  oil,  clearly  demonstrating  that  the  cansidcf*!-'  *  * 
planting  of  cottonseed  oil  by  coconut  oil  in  the  1918  production  wai*  only  trie:*'*-' 
and  will  not  endure  under  normal  price  levels  for  oleo  oil  and  neutral  lard. 

Coconut  oil,  it  should  be  stated,  bein^  an  oil  with  a  melting  point,  l«  pr^  * 
adapted  to  use  in  vegetable  oleomargarin  whereas  cottoufeed  oil  bein^  Iw- 
ordinary  temperatures  is  not,  or  any  more  so  than  others  oils  of  similar  natvrr 
unusual  condition,  therefore,  which  would  place  the  constituent  animal  oik  >>'  * 
of  animal  oleomargarin  at  a  premium  would  throw  the  tendency  of  prodiicdra  *•'**' 
vegetable  oleomargarin  and  higher  consumption  of  coconut  oil  at  tbe  rif»^ 
cottonseed  oil,  which  is  ordinarily  used  in  animal  oleomargarin  to  the  e3it«*ni-' '" 
25  to  30  per  cent  of  the  total  oils  and  fats  employed. 
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riiAl  tJbe  competition  of  coconut  oil  with  cottonseed  oil  in  the  manufacture  of  oleo- 
Lr^&rixi  if  not  really  of  much  importance  under  any  condition  is  manifest  when' 
oaicieration  is  given  to  the  fact  that  the  total  consumption  of  all  kinds  of  vegetable 
s  \>y  the  oleomargarin  business  would  probably  not  run  much  over  100,000,00^ 
•uxidis,  ^hich  is  a  small  figure  compared  to  the  more  than  1,000,000,000  pounds  of  cot- 
Qs«e<i  oil  used  in  the  lard-substitute  industry. 

The  i>rice  of  coconut  oil  practically  alwavs  exceeds  cottonseed  oil  by  from  1  to  5 
tuts  per  pound,  which  disparity  in  price  effectually  removes  any  element  of  compe- 
tion  oetween  the  two  except  for  those  special  uses  for  which  coconut  oil  is  specifically 
lapte<l  and  cottonseed  oil  is  not.  Coconut  oil  is  excellently  well  suited  for  the 
Anufstcture  of  soap  but  it  is  of  no  use  to  the  manufacturer  of  lard  substitute  because 

refuses  to  blend  with  other  oils  and  when  placed  in  lard  substitute  boils  and  froths 
hen  it  is  used  for  fr\dng  purposes. 

The  fact  tlmt  cottoiaseed  oil  holds  undisputed  sway  as  the  main  constituent  of  lard 
ibstitutc  the  great  outlet  for  edible  oils  in  this  country  is  a  chief  reason  why  the 
merican  cotton-oil  industry  has  never  felt  the  slightest  need  for  a  protective  tariff. 
*his  fact  along  with  the  export  business  of  millions  of  barrels  annually  of  American 
ottonseed  oil  to  Europe  render  the  suggestion  of  the  need  of  a  tariff  for  cottonseed  oil 
.onsensical.  The  few  crude  mill  men  who  asked  for  such  a  tariff  believed  the  besettine 
vils  of  the  period  of  deflation,  through  which  all  business  and  industry  has  passed  and 
o  aozne  extent  is  still  passing,  to  be  the  offspring  of  the  importations  of  foreign  vege- 
able  oils,  a  supposition  far  remote  from  fact.  With  specific  regard  to  coconut  oil  a 
ew  domestic  crushers  of  copra,  proceeding  under  the  same  misapprehension  as  re- 
^ardin^  imported  coconut  oil  and  attributing  the  difficulties  due  to  deflation  to  these 
ourcee,  asked  for  a  duty  upon  coconut  oil.  « 

[>OUBTFUL  VALUE  OF  A  DUTY  UPON  COCONUT  OIL  TO  CRUSHERS  OP  COPRA  IN  THE  UNITED 

STATES. 

Copra  being  a  product  of  the  Tropics  is  imported  into  the  United  States  from  the 
Dutcii  East  Indies,  Australia,  the  Straits  Settlements,  the  islands  of  the  South  Seas, 
the  island  of  Ceylon,  and  the  Philippine  Islands.  Our  domestic  coconut-oil  businesa 
has  developed  through  the  crushing  of  the  copra  imported  from  these  different  sections 
of  the  world. 

The  Tariff  Commission  in  their  report  on  animal  and  vegetable  oils,  Survey  of  the 
American  Coconut  Products  Industry,  page  55,  state:  "Due  to  tiie  fact  that  the  source 
of  raw  material  for  the  manufacture  of  coconut  oil  in  this  country  is  a  forei^  one,  the 
problem  of  maintaining  the  industry  in  this  country  is  not  so  much  a  tariff  problem 
as  it  is  a  matter  of  adjiuting  freight  rates  and  of  competition  in  buying  raw  material." 
The  Tariff  Commission  further  states  that  the  year  of  largest  imports  of  coconut  oil 
was  in  1919  and  in  that  year  three-quarters  of  the  importations  came  from  the  Philip- 
pine Islands.    This  fact  alone  nullifies  any  benefit  which  might  accrue  to  the  domestic 
crusher,  as  the  chief  source  of  the  American  crusher's  copra  is  the  Philippines,  and  with 
Philippine  coconut  oil  entering  duty  free  and  other  coconut  oil  held  dutiable  the 
Philippine  coconut-oil  mills  would  have  every  incentive  for  buying  up  and  them- 
selves crushing  every  pound  of  Philippine  copra,  to  the  complete  elimination  and 
possible  destruction  of  the  American  crusher. 

The  following  table  shows  the  movement  of  copra  from  different  parts  of  the  world 
to  the  United  States  from  the  year  1910  until  the  close  of  1920: 

Table  5. — Coconut  meat  broken^  or  copra  not  shredded,  desiccated,  or  prepared — Imports 

by  countries  (fiscal  years). 


Imported  from— 

1910 

1911 

1912 

Quantity. 

Value. 

Quantity. 

Value. 

Quantity. 

Value. 

North  America,  British 

Pounds. 

Pounds. 
2,482 

3,033,350 
691, 073 

1241 

131,024 
19,666 

Pounds. 
505,248 

410,558 

125, 69» 
18,37a 

Aaa: 

Straits  Settlements 

56,061 

S2,970 

Dutch  East  Indies 

Japan 

1, 120, 000 

1,619,488 

11, 679, 741 

338,542 

46,673,718 

17,932 

Oceania: 

British 

1,272,320 

7,987,418 

1,120,000 

10, 783, 131 

42,665 
259,486 

38,400 
416, 074 

311,280 
10,246,694 

12,160 
420, 773 

72, 310 

French 

491, 567 

German •. 

13,642 

Philippine  Islands 

22,270,280 

888,675 

2,064,27» 

Subtotal 

21, 218, 930 
87,289 

757, 595 
4,965 

36, 555, 169 
1, 261, 892 

1,472,539 
64,179 

62, 347, 295 
2,233,376 

2, 703, 70i 

All  other 

106,40i> 

Total 

21,306,219 

762,560 

37,817,051 

1,636,718 

64,580,670 

2,810,171 
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Because  of  the  ease  of  crushing  copra  and  the  high  rettun  of  oil  in  proporti^  '-  - 
amount  of  direct  and  indirect  labor  involved,  crushers  of  copra  commcniT  -^  . 
their  labor  cost  to  be  from  6  to  8  per  cent  of  the  total  cost  of  the  coconut  ofl  fi'^ 
The  advantages  enjoyed  by  crushers  of  copra  in  the  primary  nmrkets,  tiker^  ' 
not  include  me  element  of  cheap  labor,  for  while  their  labor  may  be  th^em^     . 
American  labor,  the  proportion  of  labor  to  the  total  manufacturing  caft  b  a  <-. 
that  the  final  difference  would  be  negligible.    It  may  be  further  state!  thai  -  •  - 
methods  and  machinery  as  used  by  the  American  crusher  and  more  inteUitcc'  ^ 
enable  him  to  produce  coconut  oil  with  a  lower  labor  cost  than  the  cruaher  wi     • 
ates  in  the  primary  markets  with  low-grade  labor,  primitive  methods,  and  l«»  t  ••  ■ 
machinery.    There  are  further  handicaps  encountered  by  the  cruahen*  in  ih*- ;  -    - 
markets.    For  illustration,  the  mills  of  the  Philippines  and  the  South  S*»  I*- 
have  no  coal  supplies  to  draw  upon  and  must  bring  such  fuel  thousands  uf  mii**  i  •  • 
seas  from  Nagasaki,  Sydney,  or  Shanghai. 

We  have  previously  quoted  the  Tariff  Commission  in  regard  to  their  renurt*  • 
the  problem  of  maintaining  an  American  coconut-oil  industry  was  not  a  tan" 
lem  so  much  as  it  was  a  question  of  freight  rates  and  the  buying  of  their  raw  r  j'- 
We  believe  we  have  shown  that  the  placing  of  a  duty  on  coconut  oil  will  masr'- 
increase  the  difficulties  of  the  domestic  crusher  in  the  buying  of  his  raw  mat*"'  - 

After  all,  the  chief  advantage  which  the  crusher  who  is  located  in  the  I  bi!i' 
Java,  Ceylon,  or  other  primary  market  enjoys  is  his  proximity  to  the  sapph>«  ■'  * 
raw  material  and  the  opportimity  of  first  call  lipon  those  supplies  toeetber  «-••  - 
opportunity  to  choose  therefrom  the  copra  of  best  quality,     'i  his  is  a  condit>>a  ^r   * 
no  tariff  can  rectify.    On  the  other  hand  the  domestic  crusher  has  certain  a  i*^-'-  ■ 
which  more  than  overbalance  this  advantage  of  his  competitor  in  the  primar>  T=*r» 
and  which  have  no  relation  to  a  tariff  on  coconut  oil.    We  have  already  iiiet»t(i»-- 
portion  of  these  advantages  and  a  further  more  important  one  is  the  etse  of  nmH  *  * 
his  manufactured  product,  or  the  coconut  oil,  possessed  by  the  domestic  rrve^t     '' 
moves  his  product  direct  from  his  factory  to  the  plant  of  the  soap  maker  or  oth^r 
sumer  in  8,000-gallon  tank  cars  equipped  with  steam  coils  and,  therefore,  a»laf''.  ' 
use  in  either  summer  or  winter.    On  arrival  at  the  soap  maker 's  plant  the  8.00i»  ••* ' 
of  coconut  oil  can  be  pumped  out  in  an  hour's  time  and  the  car  is  ready  to  sun  "  • 
to  the  copra  crusher's  mill.    Contrast  this  with  the  problem  of  the  crushf  la  *: 
primary  market  whose  mill  is  often  located  far  up  some  narrow  creek  the  small  hir.- 
on  which  are  his  only  means  of  transporting  his  product  to  the  sea.     \s  he  pr*::  - 
the  coconut  oil  it  is  placed  in  pipes,  or  barrels  holding  only  a  few  hiUKftred  pf.:  ' 
and  as  the  quantity  to  be  transported  justifies  the  oil  is  placed  aboard  a  hta^  ia  t*— 
containers  and  floated  down  to  the  sea  many  miles  away  and  finally  after  lone  tn 
a  seaport  where  large  vessels  may  enter  is  reached.    There  the  oil  by  laborkw  -    " 
is  bulked  into  storage  tanks  from  which  it  is  pumped  into  the  deep  tanks  of 
which  must  carry  it  the  thousands  of  miles  to  the  vegetable  oil  terminals  on  th*  T) 
coast.    Months  are  consumed  in  reaching  a  final  destination  which  the 
crusher  can  reach  with  his  product  in  24  hours  or  if  he  be  on  the  Pacific  cna^  •^  ** 
outside  three  weeks. 

Finally,  we  will  again  state  that  should  a  duty  be  levied  upon  coconut  oil  tk»  ' 
possibility  of  its  application  to  Philippine  coconut  oil  will  render  such  a  dtn  : 
only  useless  to  the  domestic  crusher,  but  as  a  result  of  its  placing  the  fhM''" 
crusher  in  a  peculiarly  strong  strategic  position  will  actually  menace  the  exiiiK-^ 
the  American  crusher. 

COCONUT  OILS   OP   BEST  QUALITY   WOULD  BE   EXCLUDED   BY   TaUFT 

The  coconut  oil  from  Java  and  from  the  Malabar  Coast  of  Africa,  cal  ol  thr  U**-' 
origin  being  termed  Cocliin  coconut  oil,  are  particularly  well  fitted  for  coid  maJ^  •» ' 
because  of  the  superior  quality  and  color  of  the  coconut  oil  from  these  cou»tt>-  *- 
attribute  due  to  the  great  care  used  in  the  production  of  copra  in  these  cws"^ 
To  force  soap  makers,  therefore,  to  use  the  Pnilippine  or  Manila  coconut  oil  »w " 
domestic  coconut  oil  is  to  deprive  many  of  them  ot  the  means  of  makinfr  what  n*^' 
tutes  the  most  important  soap  which  they  produce.    Only  the  whitest  ot)»  rf  *-' 
quality  can  be  used  for  cold  process  soaps  and  neither  the  domestic  nor  Htft^  -' 
can  be  used.      Only  in  rare  instances  can  copra,  owing  to  the  fact  that  it  drt*oo*- 
during  shipment,  be  obtained  by  domestic  crushers  which  will  prodnce  oil  of  <*••*  * 
equal  to  that  imported  as  Cochin  coconut  oil  and  from  Java.     Inferior  <o((Clt  •' 
when  made  into  soap  not  only  produce  soap  of  poor  color  but  such  soape  il«>  do«  p^* 
lathering  qualities  equal  to  that  made  from  the  higher  grade  oils. 

Ceylon  coconut  oil  from  the  island  of  Ceylon  is  likewise  of  superior  qiialit;  »•  "' 
Manila  oil  and  to  much  of  the  domestic  coconut  oil.    This  \»  oeraiise  thr  i^**" 
crushed  at  its  origin  and  deterioration  has  no  opportunity  to  occur. 
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t\\G  manufacture  of  coconut  oil  for  edible  purposes  a  very  white  oil  is  required. 

a.p>i>lle8  most  particularly  to  its  use  in  vegetable  or  nut  butter.  The  hieher 
e  ooconut  oils  from  Java  and  Ceylon  are,  therefore.,  eapecially  desired  for  these 
^oeses,  and  a  duty  upon  coconut  oil  would  rest  especially  heavy  upon  the  edible 
ndustxy  and  would  act  to  increase  the  cost  of  the  edible  products  made  fron^ 
ixiu.t  oil. 

I  tlxe  early  portion  of  our  brief  we  made  reference  to  the  heavy  export  business  of 
I'rLite<i  States  in  refined  coconut  oil  with  Europe.  This  business  amounted  to 
552  OOO  pounds  in  1919  and  28,650,000  pounds  in  1920.  The  European  trade 
Lands  &  very  white  coconut  oil  of  high  quality,  which  can  be  made  to  best  advan- 
i  from  Java  and  Ceylon  coconut  oil.  To  place  a  duty,  therefore,  on  oil  from  these 
rt*es  is  to  imperil  the  continuance  of  our  export  business  in  refined  coconut  oil  with 
•ope.  SL  "business  which  in  1919  was  more  than  one-half  the  total  domestic  production 
ooonut  oil. 

>PO.SEr>     DUTY    WOULD    PROHIBIT   IMPORTS    OF   COCONUT    OIL   PROM    SOURCES   OTHER 

THAN   THE   PHILIPPINES. 

rhe  duty  of  2  cents  per  pound  which  it  is  proposed  to  place  upon  coconut  oil  is  so 
i>ut  ot  proportion  that  an  effectual  embargo  would  be  established  against  all  imports 
"i*pt  tliose  from  the  Philippines. 

rhe  average  market  price  prevailing  for  imported  coconut  oil  during  1921  to  date 
'^  been  in  the  vicinity  of  8  cents  per  pound.  The  duty  of  2  cents  per  pound  would 
Lownt,  therefore,  to  25  per  cent  ad  valorem  under  normal  conditions  ana  prices  such 
exist  at  present.  With  Philippine  coconut  oil  entering  free,  demand  for  the  coconut 
from  otner  sections  such  as  Java  would  largely  cease  except  for  those  special  uses 
\eTeiii  tiiger  grades  of  oil  are  required  and  the  duty  would  be  productive  of  little 
venue  anS  would  provide  no  protection  for  the  domestic  crusher. 
The  manufacturers  of  common  soap  in  this  brief  presented  through  the  Bureau  of 
&v;  ^faterials  for  American  Vegetable  Oils  and  Fats  Industries  respectfully  ask  that 
>pra  and  coconut  oil  be  retain^  upon  the  free  list. 

F.  M.  Barnes, 
Of  Procter  d:  Gamble  Co.,  Chairman  of  the  Special  Committee. 

Russell  Colgate, 

Of  ColgaU  dc   Co 

J.  R.  Colling  wood, 

Of  FeU  &  Co. 

STATEMENT  OF  LOUIS  H.  WALKE,  ST.  LOUIS,  HO. 

Mr.  'Walke.  My  name  is  Louis  H.  Walke.  I  am  president  of 
Rrllliam  Walke  &  Co.,  St.  Louis,  soap  manufacturers. 

I  heartily  agree  with  everything  that  has  been  said  here  to-day, 
and  just  want  to  make  this  point:  That  we  are  large  producers  oi 
so-called  cold-process  soap,  which  is  a  thinner  toilet  soap.  We  need 
a  high  grade  oi  coconut  oil  for  that  soap.  We  tried  various  oils  which 
were  not  satisfactory.  The  oils  produced  in  the  Philippines  and  this 
country  are  suitable  for  that  purpose.  Those  soaps  are  not  luxuries. 
Every  man  has  to  use  soap  to  wash  his  face  and  hands,  and  I  don't 
think  you  can  say  it  is  a  luxury  to  wash  your  face  and  hands.  It  is 
a  mild  soap.     Ordinary  laundry  soap  could  not  be  used  for  that  pur- 

i>ose.  If  a  2-cent-a-poxmd  duty  is  put  on  it,  it  will  place  us  in  a  pecu- 
iar  position.  While  there  will  probably  be  enough  coconut  oil  com- 
ing from  the  PhiUppine  Islands  to  this  country,  it  will  advance  the 
price  that  we  have  to  pay  2  cents  a  poimd  on  that  fine  oil.  That 
would  be  from  Java^  Cochin,  and  Ceylon.  For  that  reason  we  want 
to  get  the  coconut  oil. 
1  have  no  brief,  but  I  would  Uke  to  submit  one. 
Senator  McCumber.  You  may  submit  one  later. 
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STATEMEVT  OF  JOHH  B.  GOBDOV. 

Mf.  Gobdon.  My  nanie  is  John  B.  Gordon.  I  live  in  .UexaiK- 
Yaf.  I  represent  the  bureaci  of  raw  materials,  and  deske  to  «:> 
upon  peanut  oils  in  paragraph  50;  and  request  the  free  entry  fA  t» 
nut  oil  into  the  United  States. 

Senator  Walsh.  YHiat  is  the  biureau  of  raw  materials  i 

Mr,  Gordon.  The  bureau  of  raw  materials  is  an  organizaoc 
the  American  regetable  oils  and  fat  industry,  composed  of  soap  c  - 
ufacturers  and  paint  and  varnish  makers  and  other  users  of  oil* 

Senator  Walsh.  How  many  manufacturers  are  in  it  ? 

Mr.  Gordon.  I  am  not  familiar  with  the  number.     I  would  saj  '• 

Senator  Walsh.  You  represent  them  ? 

Mr.  Gordon.  Yes,  sir.     I  desire  to  controvert  the  statemerv* 
Mr.  Hutchinson,  of  the  Georma  Cottonseed  Crushers'  Assoc2a~ 
thfit  the  importation  of  orientiQ  peanut  oil  will  inhibit  the  prndiK 
of  domestic  peanut  oil.     That  is  not  the  situation,  because  a  ?"'. 
of  the  imports  of  oriental  peanut  oil  will  show  that  the  dno^- 
production  of  peanuts  increased  simultaneously  with  the  pn<- 
Doth  grades  of  peanuts,  a  matter  of  100  per  cent«  showing  that  *  * 
importations  of  foreign  peanut  oil  had  no  inhibitive  effect  ap<« 
domestic  peanut-oil  business. 

I  desire  to  outline  briefly  the  evolution  of  the  domestic  pean*.* 
business  of  the  United  States.    In  1914  we  had  a  pn»durtk-7 
peanut  oils  of  about  a  million  pounds,  and  were  importin«;  aU»u*  > 
or  seven  million  pounds.     Those  imiportations  occurre<i  s«)inrY 
after  the  fashion  of  water  used  to  prime  the  barnyard  pump. 
bringing  peanut  oil  into  this  country  we  familiarized  ourselvr*  * 
its  use  and  its  qualities,  and  its  use  developed.     Our  farmers  U  : 
to  grow  peanuts  and  our  cottonseed  mills  began  to  crush  |>e*r. 
Now,  uniortunately,  from  the  angle  of  the  cottonseed  milb   ' 
process  of  evolution  did  not  stop  there.     We  produced  a  consider. 
quantity  of  peanut  oil  in  the  United  States  up  imtil  the  year  I- 
but  at  the  same  time  that  the  cottonseed  cmsners  were  attempt  • 
to  secure  a  supply  of  the  peanuts,  the  peanut  butter  manufactu-  ■ 
and  confectioners  and  peanut  roasters  oegan  to  make  inroads  u. 
the  supply.    The  nut  trade  had  the  best  pull  in  securing  the  docn- 
supply  01  peanuts.     Consequently,  the  peanuts,  instead  of  jrrvtni: ' 
the  cottonseed  crushers  who  had  assumed  the  dual  status  of  ft>v. 
seed  and  peanut  crushers,  went  to  the  nut  trade.     A  few  mills  »:. 
had  been  crushing  peanuts  found  themselves  unable  to  make  ^x- 
oil  from  the  high  priced  domestic  peanuts,  on  account  of  thf   * 
mendous  demand  by  the  nut  trade.    They  thereupon  formeti 
erroneous  conclusion  that  the  reason  they  could  not  cet  peanut* 
make  the  peanut  oil  was  in  some  way  connected  with  tne  iroportA' 
of  foreign  oils  which  is  an  absolutely  erroneous  conclusion,    'i 
whole  gist  of  the  thing  was  that  the  domestic  supply  of  peanut^  « 
going  to  the  nut  trade,  and  the  nut  trade  was  able*  to  pay  thr  *  • 
price  and  they  got  the  nuts. 

So,  as  I  say,  from  the  angle  of  the  oil  mills*  the  evolution  U 
domestic  industry  went  too  far.    It  went  past  them.    This  ur:  ' 
tation  of  foreign  peanut  oil  had  not  in  any  sense  an  inhibit  ire  <•'• 
upon  the  domestic  oil  business.    I  say  '*  business  '^  advisedly.  \>e%^  - 
there  is  really  no  domestic  peanut  oil  industry.    That  is  bei.  * 
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ere  ^^rsks  such  a  heavy  demand  from  confectioners  and  roasters  and 
e  pea.iiut  butter  trade  that  the  people  could  not  get  the  nuts. 
lere  is  a  duty  of  three-fourths  of  a  cent  per  pound  upon  the  crush- 
g  l>iisines8,  and  the  crusher  can  not  get  them  to  make  oil,  so  we 
Lve  Tio  domestic  peanut  oil  industry.  It  is  onl^  a  quasi  industry. 
>  is  not  real.  It  is  a  serious  question  in  my  mind  if  we  ever  can  have 
le,  unless  we  have  free  importation  of  crushed  peanuts. 
Sen&tor  Reed.  Peanuts  to  crush  ? 

Mr.  Gordon.  Peanuts  to  crush;  yes.  If  peanuts  for  crushing  pur- 
oses  &re  allowed  to  be  imported  duty  free  mto  this  country  then  we 
an  Iiave  something  more  than  a  quasi  domestic  peanut  oil  business. 
Vb  can  have  a  real  domestic  peanut  oil  business. 

It  is  further  a  serious  question  in  m^  mind,  from  a  somewhat  inti- 
late  knowledge  of  agricultural  conditions,  having  been  raised  on  a 
ana,  that,  we  can  ever  have  in  this  country  any  domestic  peanut 
dl  industry  depending  upon  domestic-grown  peanuts,  because  peanut 
dl  and  cottonseed  ofl  are  absolutely  intercnangeable.  The  difler- 
intial  obtained  between  peanut  oil  and  cottonseed  oil  is  rardy  more 
ihan  one-eighth  or  more  than  one-quarter  of  a  cent  per  pound,  be- 
cause peanut  oil  and  cottonseed  oil  occupy  that  relation  to  each  other. 
Peanut  oil  bein^  crushed  under  the  rules  of  the  Interstate  Cotton 
Zhnisliers'  Association,  no  allowance  is  made  for  refining  in  excess  of 
5  per  cent,  and  on  cottonseed  oil  it  is  the  same  percentage.  That 
may  be  due  also  to  the  fact  that  there  is  a  scarcity  of  peanut  oil,  and 
the  market  may  be  a  little  tight  sometimes. 

The  total  importation  and  domestic  production  of  peanut  oil  has 
never  reached  one-tenth  of  the  total  production  of  cottonseed  oil, 
which  is  about  1,000,000,000  pounds  annually,  and  not  1,000,000,000 
pounds,  as  a  gentleman  said  to-day.  Cottonseed  oil  is  produced  from 
cottonseed,  wnich  is  a  by-product.  We  don't  plant  cotton  with  the 
primary  object  of  producmg  cotton  seed  or  cottonseed  oil.  It  is  a 
Dy-product  from  the  production  of  cotton.  The  only  source  of 
profit  to  the  farmer  who  plants  these  peanuts  to-day  is  the  oil  and 
the  cake.     He  has  no  by-product,  like  the  cotton  farmer  has. 

Now,  it  is  a  serious  question  whether  domestic  peanut  oil,  produced 
from  domestic  peanuts,  can  compete  with  cottonseed  oil,  which  is  a 
by-product  of  tne  production  of  cotton. 

Senator  Reed.  Is  there  any  difficulty  about  the  regularity  of  the 
peanut  crop  ?    Do  you  have  seasons  of  failure  ? 

Mr.  GoBDON.  Yes,  sir;  we  have  seasons  when  there  are  not  very 
heavy  crops,  and  also  they  are  influenced  by  market  conditions.  In 
those  seasons  the  domestic  crusher  gets  practically  no  nuts. 

Senator  Reed.  And  in  those  seasons  he  very  much  needs  peanuts 
from  abroad  ? 

Mr.  Gordon.  Yes,  sir.  I  may  state  further  that  if  the  oil  which  is 
brought  from  abroad  is  not  allowed  to  enter  the  country  refiners  of 
vegetable  oils  who  have  been  specializing  in  products  made  from 
peanut  oil  will  be  embarassed  by  the  lack  of  proper  and  suitable 
volume  and  will  have  to  abandon  the  use  of  domestic  peanut  oil.  If 
they  can  not  secure  the  foreign  oils,  owing  to  the  erratic  flow  of 
domestic  oil,  the  domestic  peanut-oil  industry  will  suffer,  due  to  the 
fact  that  the  peanut  trade  gets  all  the  nuts  away  from  tne  crushers. 
Senator  WXlsh.  Are  the  crushers  united  in  favor  of  a  tariff  ? 
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'  Mr.  Gordon.  Some  of  the  largest  are  members  of  this  boi^Au  - 
raiv^  materials. 

Senator  Walsh.  Are  they  against  the  tariff  ? 

Mr;  Gk>RDON.  Yes,  sir.    After  reading  the  brief  of  the  eentles^i^ 
who  9poke  in  favor  of  the  tariff  on  it,  we  are  unable  to  find  aor  •  •  -  - 
cretfe  evidence  that  the  peanut  crushers  have  actually  asked  U*  t 
tariff.     Apparently  the  gentleman  who  spoke  was  under  the  mkt «.«.«• 
idea  that  ne  was  speaking  for  the  peanut-crushing  peoide. 
'  Senator  Walsh.  Do  you  think  the  majority  of  tne  crushrt> 
cmra,  co.tton  seed,  and  peanuts  are  opposea  to  this  tariff  I 
.  :  Mi*,:<jrORDO!N.-I  believe  those  producing  the  volume  are  opp»^. 
to  it. 

SeaaiiOF  MoLban*  You  may  leave  any  brief  you  desire -to  with  •: 
tfomniittee. 

'  Mr*  Gordon.  I  will  request  permission  to  submit  a  bridT  to-moir-r 
.  Senator  McLean.  The  committee  will  now  stand  adjourned  ur/. 
10^>  o'clock  to-morrow  morning. 

.'  (Thereupon,  at  5.50  o'clock  p.  m.,  the  conmiittee  adjourned  4^ 
meet  igain  an  Thursday,  the  18th  day  of  August,  1921,  al  h-  ^ 
.o'clock  a;  iii.) 
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